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The Boise Brand: Honoring the Past —

The new name and logotype featured on the cover of our
2001 Annual Report marks a milestone in our history, Qur
new look is part of an effort to clarify the understanding
of Boise — who we are and what we stand for. The name
and symbol used since Boise's inception nearly 50 years
ago have represented well our roots and traditional
strengths. Our new identity incorporates those strengths
but also reflects the changes we have made and the
direction we are taking.

Boise has long been recognized as an excellent paper
and forest products manufacturing company, with well-
managed farests to support those businesses. Yet today,
our office products and building materials distribution

Building for the Future

businesses generate two-thirds of the company’s sales.
And our operations are increasingly using that distribu-
tion capability to provide integrated solutions for our
customers that create real value for them and for us.

Equally important, all of our businesses share common
values — safety, integrity, and Total Quality — and a
common focus: serving customers. Our values establish
firm ground rules that direct how we work with our cus-
tomers and one another. Our values and our customer
focus translate into stronger customer relationships that
benefit everyone. We work together to partner with our
customers to provide solutions that make their work lives
easier and their businesses more productive.

Our Brand Promise

The underlying commitment Boise makes as a company, our
brand promise, also reflects this focus. In many ways, each
of our businesses serves customers either in their offices
or their homes, the two places where we, as a society,
make a living, make a life, and in turn make a difference.

Boise operates squarely at the intersection of these two
central gathering places, contributing to both. How? By
helping people work and build and, in that process, create.
Guided by our values, we help our customers create solu-
tions — ideas and products that improve their work lives
and their businesses — and produce homes and buildings
that offer quality, efficiency, and comfort.

This is our promise: One company dedicated to helping
people work, build, and create in ways that benefit not only
customers, but all the stakeholders who depend on us and
whose lives we affect.
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EVA® is a registered trademark of Stern Stewart & Co.

Financial Highlights

Sales

$7,422,175,000

$7,806,657,000 $7,148,340,000

Net income {loss) {42,501,000} $ 178,574,000 $ 199,753,000
Net income {loss)

per common share

Basic $(.96) $2.89 $3.27
Diluted $(.96} $2.73 $3.06

Shareholders’ equity

per common share $25.10 $28.85 $26.64
Capital expenditures $349,196,000 $458,934,000 $336,844,000
Number of employees 24,168 25,257 23,726
Number of common

shareholders 15,015 15,692 16,991
Number of shares of

comman stock

outstanding 58,061,762 57,337,158 57,157,558
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Wlessage to Shareholders

In 2001, Boise reported net income, before nonroutine
items, of $46.8 million, or 57 cents per diluted share. This
compares with $121.3 million, or $1.80 per diluted share,
before nonroutine items, in 2000. This financial perform-
ance was both disappointing and encouraging. It was
disappointing because we were not able to build on the
results we posted in 2000 and both earnings and Economic
Value Added (EVA®) declined. It was encouraging because
all of our businesses were solidly profitable — and results
for one improved — during the most difficult economic
enviroanment in a decade.

The manufacturing sector of the U.S. economy began to
decline in fall 2000. By spring 2001, the weakness had
spread to other sectors. The economy as a whole fell inta
recession, which was compounded by the impact of the
terrorist attacks on September 11. As business activity
fell, white-collar employment declined. At the same time,
; Yo~ p / 7 energy costs continued ta rise, as the spike in costs In

A il 2000 worked its way through to utility rates. And as eco-
: - " nomic activity declined outside the United States, the U.S.
i) = i dollar cantinued ta rise against competitive currencies,
o S dampening exparts and encouraging imports.

In this environment, market demand and prices for both
building materials and paper fell, and customers of our
office products business reduced their purchases of office
supplies, furniture, and technology products. For example,
North American industry shipments of uncoated free sheet
papers fell 7% vear over year, a rate of decline the industry
has not seen since the mid-1970s. Prices far plywood, the
highest revenue-generating product in our building materi-
als business, fell 2%, after draopping 15% in the year 2000.
Similarly, sales in our office products business by facilities
that operated in both 2000 and 2001 fefl 2%, the first
year-over-year same-location sales decline that anyone can
remember. Yet, while our businesses clearly felt the effects
of these difficult market conditions, each one performed
relatively well.

Boise Cffce Solutions

Boise Office Solutions, our office products distribution
business, recorded operating income, before nonroutine
items, of $146.7 million, up 4% from 2000, on total sales of
$3.5 billion, which were down 4% from 2000. Despite lower
sales, we controlled our costs, and operating margins
strengthened.



In addition, Office Solutions continued to gain momentum
from a number of initiatives. Office Solutions purchased
476,000 tons of Boise’s cut-size office papers, an increase
of 6% in a market that was flat. Office Solutions buys more
paper from our paper business than any other customer.
The coordinated approach these two businesses bring to the
office products market has allowed us to improve service to
our customers while we capture value in both businesses.

Our middle-market initiative, targeting office products
customers with 20 to 100 employses, continued to grow.
Sales to the middle market increased about 35% in 2001,
compared with 2000. Gross margins continued to be com-
petitive with those of our core business. In 2001, we also
implemented the first phase of highly sophisticated infor-
mation technology that allows us to track and use individu-
alized customer information to raise customer service

to a new, industry-leading level.

Boise Office Solutions has been EVA-positive on average
over time. This business generates significant free cash
flow, which we have used to grow through acquisition and
to continuously improve our infrastructure. As the U.S.
economy strengthens, we expect same-location sales and
operating income in this business to grow at healthy rates.
Growth will come from our middle-market initiative,
increasing paper sales, new applications of information

technalogy to customer service, and a number of other prod-

uct and market innovations. And, of course, we are always
interested in making strategic acquisitions that meet our
financial criteria.

Bolse Bullding Soluticons

Boise Building Solutions, which includes our building
materials manufacturing and distribution businesses,
suffered from lower product prices due to excess supply
relative to demand. Operating income, before nonrouting
items, fell to $36.7 million in 2001 from $52.1 million in
2000, as product prices continued their steep, two-year
slide. Sales volumes for plywood and lumber decreased due
to the closure of our Idaho plywood and lumber operations
at midyear.

Even so, the business continued to imprave in important
ways. For example, dollar sales in our building materials
distribution business in 2001 were about flat with sales in
2000, as commodity prices weakened. However, physical
volumes were up 14%. Importantly, valumes rose more in
the East than in the West, demonstrating strong market
penetration by the locations we acquired in 1999. Sales in

our engineered products business increased 3%, compared
with 2000. And during 2001, we successfully integrated
AllJoist®, our |-joist with a solid-sawn lumber flange,

into our product line, enhancing the choices we offer

our customers.

[n addition, late in the year, we started up a new manufac-
turing facility in Brazil with the capacity to produce 150 mil-
lion square feet a year of eucalyptus veneer. We will use
about 70% of the veneer at our engineered products plant
in Alexandria, Louisiana, and process the balance into hard-
waood plywood for the local furniture industry. We expect
the use of eucalyptus veneer in our engineered woaod prod-
ucts to lower production costs and create significant com-
petitive advantages in product performance.

Although the business is highly cyclical, Boise Building
Solutions has earned its cost of capital on average over
time, and we expect that it will continue to do so. However,
with the U.S. economy in recession and new structural
panel supply scheduled to start production this year, the
pace of recovery in this business is likely to be moderate.

Bolise Paper Solutions

Results in our paper business, Boise Paper Solutions,
declined sharply in 2001. Operating income was $70.7 mil-
lion, less than half of the $202.6 million the business
earned in 2000. With weak economies in the United States
and abroad, demand for most grades of paper fell at excep-
tional rates. Industry shipments of uncoated free sheet
papers were down 7% from 2000; newsprint, down 10%;
and containerboard, down 5%. Lower demand was only par-
tially offset by reductions in industry capacity.




Product prices weakened, and we controlled our inven-
tories by curtailing production. In addition, unit costs rose
modestly. Energy costs increased 25% over 2000, and their
negative impact was only partially offset by lower fiber and
other manufacturing costs.

Even in these difficult markets, our paper business
remained profitable in each quarter of 2001. It generated
$54 million of free cash flow before taxes, which refiects
the significant improvements we've made in the cost struc-
ture of this business. Cash fixed casts in this busingss in
2007 were actually below 1997 costs.

Significant capacity closures in the United States, conver-
sions of uncoated free sheet capacity to coated grades in
Europe, and a limited amount of new capacity scheduled
worldwide are shifting the balance of supply and demand
for uncoated free sheet papers in a favorable direction. Both
producer and consumer inventories are at low levels. If
demand improves even modestly, shipments and operating
rates should rise more rapidly, supporting much better mar-
ket conditions. Given our significant position in uncoated
free sheet papers, Boise Paper Solutions should demon-
strate considerable eamning power.

Strategic Progress

Boise's solid overall performance in the weak economic
conditions of 2001 reflects and validates the progress we
have made toward our financial objective. Our goal is for
the campany as a whole and each of our businesses to earn
its cost of capital over the business cycle. To achieve that
goal, we have grown our distribution businesses, developed
value-added products and services, and improved the com-
petitive position of each of our businesses. Over the past
several years, we've narrowed the focus of Baise's busi-
nesses through divestitures and closures that eliminated
underperforming assets. At the same time, we've invested
in strategic capacity expansions, acquisitions, and arganic
growth in businesses that can more consistently earn their
cost of capital.

The results are evident in both our business mix and our
business performance. Seven years ago, approximately
one-third of Boise's sales came from our office products
and building materials distribution businesses, and two-
thirds came from our manufacturing businesses. In 2001,
two-thirds of our sales — more than $5 billion — came
from distribution. The growth of our distribution businesses
has helped to improve our long-term return on capital,
reduce the volatility of our earnings, and create significant
value for our customers and the company by taking service
and support to new, higher levels.

In our paper business, we have moved approximately
100,000 tons of production on our smaller paper machines
from commodity to value-added grades over the past seven
years, allowing us to compete in new product lines and
realize higher profit contributions. Our engineered wood
products business has continued to grow both organically
and through acquisition. During 2001, we began construc-
tion of a new facility that will produce proprietary, nanstruc-
tural wood-plastic composite building materials. Both of
these building products families are helping to change not
only our product mix, but also the whole competitive posi-
tion of Boise Building Solutions.

Finally, we're beginning to gain a competitive advantage
by capitalizing on cur exceptional skills in E-commerce

and information systems. In 2001, Boise Office Scolutions
received the first Gartner, Inc., Customer Relationship
Management (CRM) Excellence Award for strengthening
relationships with E-commerce customers through innova-
tive systems. In addition, /nformation\Week magazine ranked
Boise third out of 500 major U.S. companies for the most
innovative use of information technology.

Signifcant Bvents

In the summer of 2001, we closed our plywood and lumber
operations and a related cogeneration facility in Emmett,
Idaho, and our sawmill in Cascade, Idaha. This was a diffi-
cult decision for us, but changes in U.S. Forest Service
policy and continuing litigation had reduced federal timber
harvests to a level inadequate to support these integrated
operations. These mills had long been vital elements of the
rural communities where they are located. We regret the
impact the closures had on these communities and appreci-
ate the support of our mill employees and their families
over the years.

During 2007, Boise continued to strengthen our commitment
to sustainable forestry. We successfully completed the initial
round of third-party audits of our forest management prac-
tices on the U.S. timberlands we own or control and our
procurement practices related to the wood we buy. These
audits were performed by PricewaterhouseCoopers LLP. an
international audit firm. The audits certified that Boise's
forest management practices are in full conformance with
the American Forest & Paper Association’s Sustainable
Forestry Initiative (SFI*¥) Program. The auditors also con-
firmed our conformance with our own Forest Stewardship




Values and Measures, which set standards beyond those of
SFI. Qur timberlands will undergo these third-party audits
again in three years.

Throughout 2001, we also continued to focus on safety,
which is one of Boise’s core valugs. All of Boise’s opera-
tions maintained good safety records last year. Some

achieved truly outstanding results. Our paper milt in
Jackson, Alabama, reached a particularly significant

milestone when employees established a new industry
safety record in April. The previous industry record of
7,429,362 safe hours was set in 1979. In establishing the
new record, over 600 employees in Jackson worked more
than five and a half years without a lost-time accident. At
the end of 2001, they had amassed 8,318,932 continuous
safe work hours over 2,285 days. We continue to work
toward our ultimate goal of zero workplace accidents.

With EGratitude

We report with sadness that one aof our contract drivers
making deliveries at the World Trade Center for Boise
Office Solutions was killed in the horrific terrorist attacks
on September 11. We extend our deepest sympathies to his
family and friends.

While the events of September 11 and their aftermath
created or exacerbated difficult and uncertain conditions
around the world, Boise employees remained dedicated to
serving our customers and volunteered thousands of hours
and dollars to assist victims and rescue workers. We wish to
express our appreciation for their dedication and our thanks
for their compassion.

Boise people demonstrate our core values of safety,
integrity, and Total Quality every day. They also continue
to demonstrate that together, we are indeed mare than
the sum of our parts. Specific examples on the following
pages show how employees in each of aur businesses
help Boise customers to work, build, and create.

M'

George J. Harad
Chairman and Chief Executive Officer




Personalized customar service helps
businesses work mors efficiently.

Through the innovative use of technology, Boise Office
Solutions has developed a system — unmatched by any
other office products company — to provide personalized
service that helps custamers work more efficiently.

The new information system allows Office Solutions to
record customer transactions and connect various data-
bases of information — all with the goal of providing
friendlier, more personalized customer service. “The prin-
cipal goal was to refine customer service and take it to a
new level,” says Gary Massel, division vice president and
chief information officer at Office Solutions.

The system “remembers” information about customers and
their previous transactions, allowing Boise associates to
pravide individualized service to each customer. Office
Solutions is already using the system with customers who
place orders by telephone. Soon, the personalized service
will also be extended to customers who use the Internet or
contact a sales representative directly.

"We are able to treat customers individually,” says Dave
Goudge, division senior vice president of marketing. “This
allows us to be helpful to every customer in an extremely
personalized manner.”

Office Solutions offers customers personal identification
numbers (PINs) to make ordering easier. Customers enter
their PINs on the telephone keypad when they call to order
products. The PINs open a bank of information about our
customers and their previous transactions before Boise's
customer service representatives even answer the phone.
The database contains information about customers —
such as language preference or the types of products the
customer usually purchases — so that calls can be
routed automatically to the most appropriate customer
service group.



The improvements in customer service also include live
customer service assistance for Internet customers. The
customer can contact a customer service representative
during the Internet ordering process to request help through
gither a return phone call or instant live chat. Customer
service representatives can even send specific web page
screens to customers while speaking with them. In addition,
Boise will offer PIN capability to Internet customers early

in 2002.

The technoiogy will soon allow Boise to predict some
customer actions. For example, if a customer consistently
places an order on a particular day of the week, an auto-
mated e-mail reminding the customer to place an order can
be sent early that day. The e-mail can provide a link to the
Boise website, where the anticipated order is already

Renae Opitz, an Office Solutions customer service
representative in Casper, Wyeming, receives infor-
mation about customers and their previous trans-
actions with Boise as she answers their phene calls.

The Office Solutions customer service initiative is

already gaining recognition outside the industry. Gartner,
Inc., an international technology research and advisory
firm, awarded Office Solutions its Customer Relationship
Management (CRM) Excellence Award in September 2001.
Boise was selected from a field of 70 ather companies,
including Federal Express and Piper Aircraft.

“Taking unequaled care of customers is our passion,” says
Chris Milliken, Office Solutions chief executive officer. "A
combination of new technologies is helping us help our
customers work more quickly and efficiently. Boise is
creating unequaled value for them.”

prepared. The customer only has to change or approve the
order. This capability will enable the customer to work
much more efficiently.

Customers will also be able to work more efficiently by
using Boise’s system to communicate with their own
employees about office supplies and the ordering process.
In addition, Boise's sales representatives will soon be able
to receive automated e-mails when customers place
orders, contact customer service, or encounter problems.




Boise's software helps customers
build solid, quiet floars.

Boise Building Solutions is making sure that more and more
people walk all over Boise's engineered wood products —
and enjoy doing so.

The engineered products are I-joists and beams, 95% of
which end up in floors in homes across America. Although
Boise's position in the supply chain is several steps away
from the homeowners who use those floors, we guarantee
our products for the life of the structure. That gives Boise
the same interest as our customers in making sure our
products are installed correctly.

Three programs in a software suite developed by Boise
encourage the use of best practices down through the
system. The software programs make it easier for our cus-
tomers to sell Boise’s engineered wood products and for
their customers to use them properly. Used together, the
programs can help ensure that end users of our engineered
wood products enjoy solid, quiet, well-built homes.

- products business. “Since every house is different, it is

Boise provides the software suite to our wholesale
distributors and retailers. We also train them to use the
software and provide technical support through a help
desk. The programs help Baise's customers serve their
customers better.

For example, when a builder brings a house plan to a
distributor of Boise’s engineered wood products, the
distributor uses BC Calc® to analyze the design of the
structure. BC Calc performs an engineering analysis to
determine the size of the floor joists and beams necessary
to meet the customer’s requirements and the applicable
building codes.

The I-joists and beams used to build a floor are just “a
great big pile of parts” when they leave the lumberyard,
says Tom Corrick, general manager of Boise's engineered

difficult for the builder to know what to do with this pile



of parts unless he has customized installation instructions.
You need a map of how and where to use the product.”

For those detailed instructions, the distributor turns to

BC Framer®, a computer-aided, three-dimensional drafting
program. BC Framer creates a floor placement drawing of
the building that shows the customer which products are
needed to complete the project and where to use them.

BC Framer also provides the distributor with a materials list
that can be used to fill and price the order.

The programs ensure a cost-effective solution for the
builder while making sure the design is structurally sound
and providing details to help in construction. “Our programs
allow customers to be more creative,” Corrick says.

BC Tracker™, which is being rolled out to distributors this
year, helps the distributor fill the builder’s order quickly
and efficiently. This inventory management software tells

Boise's BC Framer software creates detailed
drawings that show a builder where to use our
engineered wood products as well as reports that
help the distributor 55l and price the erder.

“The software exists to facilitate husiness,” Corrick says.
“We sell profit opportunities to our customers, but we also
sell a better floor to the builder and the homeowner.”

“It's a value-added service,” says John Stiffler, marketing
systems manager. “Our goal is to provide software tools to
aid our customers in the procurement, sale, distribution,
and installation of the engineered wood products we manu-
facture. We developed the software for our distributors, but
it also helps their customers build salid, quiet floors.”

the distributor the best way to cut 60-foot lengths of prod-
uct from the mills into the various lengths needed by the
customer. It helps the distrioutor make the best use of
inventory, thus reducing waste, and notes when additional
product should be ordered.

While the proprigtary software suite is primarily provided
to our distributors and retailers, it is intended to help every-
one in the supply chain, says Corrick. Boise supplies prod-
ucts and knowledge to wholesalers. Wholesalers supply
the same to retailers. Retailers supply the same to builders.
Builders supply well-built homes to homeowners. If the
software suite has been used properly, everyone benefits.




Boise helps the produce industry
create a better packaging system.

The folks at Boise Paper Solutions who make and sell cor-
rugated containers are helping our customers meet new
demands from their customers.

Boise, like other companies in the industry, is fighting a
challenge from plastic container manufacturers seeking
customers in the fresh produce packaging industry, tradi-
tionally a corrugated container stronghold. The challenge
began when grocery-industry consolidation forced grocers
to look far ways to reduce costs and improve efficiency.
They saw opportunities in produce packing.

Produce packers have traditionally used corrugated con-
tainers of various sizes, shapes, and strengths. However,
the containers did not stack well on pallets. As a result,
praduct was often damaged in shipping, and labor costs to
prepare shipments were high. In addition, the containers
could not be used for display in the produce departments
of retail grocery stores. Produce department warkers had
to remove the produce from the containers and hand stack
it for display.

Grocers wanted to reduce labor costs and product waste,
and some saw returnable plastic containers as the answer.
But Boise is helping to create a better solution for packing,
shipping, and marketing fresh produce.

Under a licensing agreement with International Paper
Company, Boise is providing fresh produce packers with
corrugated produce containers that meet modularity stand-
ards developed by the Fibre Box Association, an industry
trade association. The standards give manufacturers a blue-
print for interchangezble, interlocking boxes that “wark like
a system of Lego® bricks,” says Mike Watanabe, sales man-
ager at Boise’s carrugated container plant in Nampa, Idaha.

Randy Clark, Boise product manager for modularity standard
containers, says, “Madular corrugated containers can go
from the packer all the way to the grocery store display.
They reduce labor costs and waste for a retailer.”




Graphics can be printed on modular corrugated containers
to create attractive store displays. The boxes can also be
recycled, creating a significant revenue flow for grocers.
Returnable plastic containers come with additional costs
for storage, return shipping, and cleaning and sanitizing
between loads.

The most popular modular box has built-in corner pasts,
sloped sides, and tabs that fit inta the box stacked above.
Its construction ensures that the bax, not the fresh produce,
carries the weight of the boxes above it on a pallet. The
stronger boxes allow a heavy product, such as apples, to be

packed on top of a more delicate product, such as tomatogs.

Boise also conducts ongaing education to help our
customers understand and prepare to meet the new
standards. Clark talks regularly with grocery-industry

Boise’s Randy Clark educates our customers about
the advantages of interchangeable, interlocking
corrugated boxes that can be used to pack, ship,
and display fresh produce in grocery stores.

Curing the 2000 harvest, for example, one of the nation’s
largest grocery retailers wanted potatoes packed in the new
boxes. Baise's design team in Nampa produced a prototype
box that met the grocer’s needs. Our corrugated container
plant in Burley, Idaho, produced boxes that enabled seven
gastern Idaho packers ta meet the grocer's request.

“We helped the fresh produce packaging industry create a
solution that works for everyane,” Clark says. “As we add
value for our customer, as the packer adds value for the dis-
tributor, as the distributor adds value for the grocer, as the
grocer adds value for the retail customer, everybody wins.”

representatives about their changing needs. He educates
Boise’s salespeople and produce packers and shippers
about the advantages of modular corrugated containers.
He also shows our customers how Boise can tailor the
depth of the boxes to meet their shipping needs for differ-
ent types of praduce.

Several large grocery chains have expressed interest in the
new corrugated containers. Some will buy produce only
from packers who use the boxes.
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a Sales: $3.5 billion, 45%
of total sales and 4% lower
than 2000 sales.

z Same-location sales: 2%
below 2000 level.

& Segment income, exclud-
ing nonrouting items:
$146.7 miltion, compared
with $141.0 million in 2000.

g Segment EVA: ${10) million
in 2001, compared with
$(33) million in 2000.

Sales: $2.4 billion, 30% of
total sales and 4% lower
than 2000 sales.
o Segment income, exclud-
ing nonroutine items:
$36.7 millian, compared
with $52.1 million in 2000.
o Segment EVA: ${89) million
in 2001, compared with
$(70) mitlion in 2000.
@ Average product prices:
plywood — down 2%,
0SB ~ down 28%, lumber —
down 7%, LVL— down 3%,
|-joists — down €%.

@ Sales: $1.9 billion, 25% of
total sales and 5% lower
than 2000 sales.

o Segment income: $70.7 mil-
lion, compared with
$202.6 million in2000.

o Segment EVA: $(347) million
in 2001, compared with
$(207) miltion in 2000.

o Unit sales volume: 2.6 mil-
lion tons, 2% lower than
2000 volume.

o Incurred about 150,000 tons
of market-related production
curtailment and about
100,000 tons of downtime
for capital projects and
maintenance.

o Weighted average product
prices: 4% lower than prices
in 2000.

o Paper costs per ton: 6%
higher than 2000 costs.
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o A multinational distributor of office supplies and paper, technalogy
products, and office furniture to customers of all sizes — from the
smallest businesses to multinational corporations and government
agencies.

o Distribution centers in the United States, Canada, Mexico, Australia,
and New Zealand.

o Completed the acquisition of a contract furniture dealer based in
lIlinois.

Building Materials Distribution — $1,598 million in sales

@ One of the nation’s largest full-line wholesalers of building materials,

with 28 centers that distribute lumber, plywood, oriented strand
board, particleboard, decking, engineered wood products, paneling,
drywall, builders’ hardware, and metal products.

o Dollar sales volume was flat, compared with 2000 levels.

o Physical volume was 14% higher in 2001 than in 2000.

o 30% of the combined lumber, panels, and engineered wood products
required by our distribution cperations were supplied by our own
manufactunng facilities.

Building Materials Manufacturing — $792 million in sales

o 23 facilities in the United States, Canada, and Brazil that produce
lumber, structural panels, and engineered wood products {I-joists
and laminated veneer lumber).

o Permanently closed plywood and lumber operations in Emmett,
Idaho, and sawmill in Cascade, ldaho.

Uncoated Free Sheet (Cffice Papers, Printing Grades, Forms
Bond, Envelope Papers, and Value-Added Papers)

o 10 paper machines in 4 U.S. locations can produce 1.6 million tons a
year of office, printing, forms, converting, and value-added papers.

o Value-added papers include coated one-side release, light- and mid-
weight opaque offset, spacialty base stocks, and security, laser, and
inkjet papers.

@ Produced 310,000 tons of value-added papers an our smaller
paper machines, a 4% decrease from 2000 volume. Also produced
32,000 tons of value-added papers on our larger machines.

m Sales prices for our value-added grades averaged $183 a ton more
than for our commadity papers.

o Average annual product prices were 3% below 2000 prices and at
the end of the year were 7% below the year-end 2000 tevel.

Containerboard and Gorrugated Containers

e Linerboard machine in DeRidder, Louisiana, and corrugating medium
machine in Wallula, Washington, can produce 690,000 tons of
containerboard annually.

o b6 Western plants with annual capacity of 6 billion square feet.

@ E-commerce sales reached $761 million, 77% of which came over the
Internet. Represented 28% of U.S. sales.

o Excluding nonroutine items, operating expense as a percentage of
sales was 20.0%, compared with 20.4% in 2000, and return on sales
was 4.1%, compared with 3.8% in 2000.

Started up veneer and plywood mill in Guaiba, Rio Grande do Sul,
Brazil, with capacity to produce approximately 150 million square feet
of eucalyptus veneer a year.

Began construction of manufacturing plant in Satsop, Washington, to
produce woad-plastic composite products. Plant is expected to begin
operation in third quarter 2002.

& Unit sales volumes: plywood — down 3%, OSB — down 2%, lumber —
down 12%, LVL — up 6%, |-joists — up 10%.

o Delivered-log costs: down 6% in the Northwest, 2% in the South, and
5% overall.

At year-end, annual plywood capacity was 1,805 million sguare feet,
down 5% from 2000, and lumber capacity was 390 million board feet,
a 24% decrease.

10% of our plywood production is used to manufacture our LVL.

Incurred approximately 16 million board feet of market-related produc-
tion curtailment in lumber and 14 million square feet of market-related
curtailment in plywood.

o Unit sales volume in 2001 was 5 billion square feet, 5% less than
2000 volume.

Sold corrugated sheet plant in Sparks, Nevada.

@ Our corrugated container plants consumed the equivalent of 57% of
our containerboard production.

m Average annual containerboard prices fell 7% and at the end of the
year were 19% below the year-end 2000 level.

MNewsprint

& 2 machines in DeRidder, Louisiana, with 440,000 tons of annual capacity.
@ Average annual newsprint prices rose 4% but at the end of the year
were 20% below the year-end 2000 level.

Market Pulp and Other

@ Annual capacity to produce 240,000 tons of pulp for domestic and
overseas markets.

m We typically sell about the same amount of market pulp as we pur-
chase. In 2001, we purchased 37,000 more tons than we sold.

Average annual market pulp prices fell 22% and at the end of the year
were 39% below the year-end 2000 level.

—
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Financial Review

Momenclature. Beginning with our 2001 Annual Report, we have
changed our company trade name to Boise and the names of our
reportable business segments to Office Solutions, Building Solutions,
Paper Solutions, and Corporate and Other. Previously, we referred to
Boise Cascade Corporation and the office products, building products,
paper and paper products, and corporate and other segments.

Results of Operations

Sales $ 7.4 billion $ 7.8 hillion $ 7.1 billion
Net income (loss) $(42.5) million $178.6 million $199.8 million

Net income {loss)
per diluted share $(.96) $2.73 $3.06
Net income before

nonroutine items $ 46.8 million $121.3 million $148.2 million
Net income per

diluted share before

nonroutine items § 57 $1.80 $2.22

{percentage of sales)

Materials, labor, and

other operating

expenses 80.7% 79.3% 78.0%
Selling and

distribution

expenses 10.6% 10.7% 10.4%
General and

administrative

expenses 1.8% 16% 1.8%

Nenroutine tems. In December 2001, we wrote down our invest-
ment in an equity affiliate to its estimated fair value. We recorded a
noncash, pretax charge of $54.3 million. We recorded a $4.6 million
tax benefit related to this write-down. We also reversed $5.0 million
of now-unneeded reserves for potential claims rising from the sale in
2000 of our European office products operations. These adjustments
were recorded in our Office Solutions segment. See the discussion of
ncnroutine items for that segment for additional detail.

In February 2001, we announced the permanent closure af our ply-
wood and lumber operations in Emmett, Idaho, and our sawmill in
Cascade, Idaho, due to the significant decline in federal timber offered
for sale. We completed these closures in the second quarter. In first
quarter 2001, we recorded a pretax charge of $54.0 million related to
these clasures. In addition, in first quarter 2001, we wrote off our
investment in assets in Chile with a pretax charge of $4.9 million.
These adjustments were recarded in our Building Solutions segment.
See the discussion of nonroutine items for that segment for additional
detail.

In first quarter 2007, our Corporate and Other segment recorded a
$10.9 million pretax, noncash charge to accrue for a one-time liability
related to postretirement benefits for cur Northwest hourly paper-
warkers. These workers participated in a multiemployer trust that
converted to a single employer trust.

The net impact of these nonroutine items decreased net income
$89.3 million and income per diluted share $1.53 for the year ended
December 31, 2001.

In third quarter 2000, we sold our European office products opera-
tions to Guilbert S.A. of France. The sale resulted in a pretax gain

of $98.6 million, which is recorded in the Office Sofutions segment.
Forward exchange contracts related to our acquisition of the Blue Star
Business Supplies Group in Australia and New Zealand resulted in
foreign exchange losses of $1.7 million in our Corporate and Other
segment. We also recorded $3.0 million of severance and facility
closure expense in our Office Solutions segment.

Nonroutine items increased net income $57.3 million, or 93 cents per
diluted share, in 2000.

In first quarter 1999, we recorded $4.4 million of pretax expense
related to an early retirement program announced in fourth quarter
1998. This amount is recorded in our Corporate and Other segment.

In 1998, we reversed $42.2 million of restructuring charges we had
taken in 1998. We reversed these charges after restructuring by
Office Solutions in the United Kingdom proved to be less costly than

The following table shows income (loss), before income taxes and minority interest, as reported and adjusted for nonroutine items.

-

Year Ended December 31 2001 2000 1999
Before Non- Before Non- Before Non-
As Reported routine ltems As Reported routine ftems _As Reported routing '.El‘?'f.‘f_

o T millions) )

Office Solutions $ 97.4 $146.7 $236.6 $1410 $154.6 $150.6
Building Solutions (22.3) 36.7 521 52.1 2738 191.3
Paper Solutions 70.7 70.7 202.6 2026 177 1154
Corporate and Other (65.7) {54.9) (41.8) (40.1) (45.4) (41 4)
80.1 199.2 4495 3556 500.7 4159
Interest expense (127.7) (127.7) {151.2) (151.2) (144.7) (144.7)
$ (47.6) $ 715 $298.3 $204.4 $356.0 $271.2




originally anticipated and after we decided to continue operations

at two of four wood products manufacturing facilities we had planned
to close. We also made minor adjustments, primarily in our Paper
Solutions segment, to reflect actual experience.

In fourth quarter 1999, we recarded a pretax gain of $47.0 million
from the sale of 56,000 acres of timberland in central Washington.

Nonroutine items increased 1999 results by $51.6 million, or 84 cents
per diluted share.

The nonroutine items discussed above are included in “"Other (income)
expense, net” in the Statements of Income (Loss}.

Overview Before Nonroutine ltems. Sales in 2001 decreased,
compared with sales in 2000, due to reduced demand in Office
Solutions, lower product prices in Paper Solutions and Building
Solutions, and the midyear closure of our Idaho plywood and lumber
operations. Sales decreased 4% in Building Solutions and 5% in
Paper Solutions. Office Solutions sales decreased 4% in 2001, and
same-location sales decreased 2%. Total Office Solutions sales
decreased at a higher rate than same-location sales because divesti-
tures were not totally offset by acquisitions.

Sales in 2000 increased 9% over 1999 due to higher average paper
prices and sales volume growth in Office Solutions and Building
Solutions. Office Solutions sales increased 9% in 2000, and same-
location sales increased 12%. Sales increased 10% in Building
Solutions. Our 1998 acquisition of Furman Lumber, Inc., increased
2000 sales $449 million over 1999; however, these increases were
offset by weakness in plywood and lumber prices. Paper Solutions
sales increased 9% due to higher product prices.

in 2001, materials, labor, and other operating expenses increased as a
percentage of sales, compared with 2000, because of higher energy
costs in Paper Solutions and lower overall sales. Selling and distribu-
tion expenses as a percentage of sales were lower in 2001 than in
2000 due to our cost-reduction efforts. General and administrative
expenses increased as a percentage of sales due to the decrsased
sales in 2001 and higher compensation costs.

In 2000, materials, fabor, and other operating expenses increased
as a percentage of sales, compared with 1999, because of product
cost increases in Office Solutions, reduced margins in Building
Solutions due to lower plywood and lumber prices, and higher energy-
related costs in Paper Solutions. Selling and distribution expenses as
a percentage of sales were higher in 2000 than in 1999 due to the
growth in office products and building materials distribution sales,
which have higher associated selling and distribution costs than
sales in our manufacturing businesses. General and administrative
expenses decreased as a percentage of sales in 2000 and 1989
due to our cost-reduction efforts and leveraging of fixed costs over
higher sales.

See results of operations by segment for additional detail.

Interest expense was $127.7 million in 2001, $151.2 million in 2000,
and $144.7 million in 1998, The variances were mainly due to changes
in our debt levels and, to a lesser degree, changes in interest rates.

Our effective tax benefit rate in 2001 was 11.5%, compared with
effective tax provision rates of 39% in 2000 and 40% in 1999. The
2001 rate was affected by the nondeductibility of a portion of the
write-down of our investment in an Office Solutions equity affiliate.
Before nonroutine items, our annual tax provision rate in 2007 was
34%. The decrease in our 2001 tax rate, before nonroutine items,
compared with the 2000 and 1399 rates, was due primarily to our
charitable donation of surplus property in Vancouver, Washington, for
which we received a tex benefit. Changes in our tax rates were also
due to the sensitivity of the rate to changing income levels and the mix
of domestic and foreign sources of income.

Net income in 2001 decreased 61%, compared with net income

in 2000, as a result of lower weighted average paper prices and

unit sales volume and higher energy and chemical costs in Paper
Solutions, as well as lower wood products sales prices in Building
Solutions. Primarily as a result of the decline in lumber and plywood
prices, 2000 net income decreased 18%, compared with 1999 income.

Office Solutions

&
&

Sales $ 3.5billion

§ 37bilion  $ 34bilion

Segment income $ 97.4 million $236.6 million $154.8 million
Segment income

before nonroutine items  $146.7 million $141.0 million $150.6 million

(percentage of sales)

Gross profit margin 24.2% 24.3% 25.6%
Operating expenses 21.4% 17.9% 21.1%
Operating expenses

befare nonroutine items 20.0% 20.4% 21.2%
Operating profit 2.8% 6.4% 4.6%
Operating profit

before nonroutine items 4.1% 3.8% 4.4%

Acquisitions and Divestitures. In April 2000, we completed a
tender offer for the outstanding common stock of Boise Cascade
Office Products Corporation (BCOP) owned by sharehalders other than
Boise. BCOP again became a wholly owned subsidiary of Boise. The
purchase price, including transaction costs and payments to share-
holders and stock option holders, totaled $216.1 million.

In September 2000, we sold our European office products operations
to Guilbert S.A. of France for approximately $335.3 miflion. The sale
resulted in a pretax gain of $98.6 million. Our sales for these opera-
tions totaled $241.8 million in 2000 and $324.0 million in 1999,
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Financia: Review

In October 2000, we acquired the Blue Star Business Supplies Group
of US Office Praducts (Blue Star), a distributor of office and educa-
tional supplies in Australia and New Zealand, for $114.7 million in
cash and the recording of $13.2 million in acquisition liabilities. We
have closed nine acquired distribution centers and will close nine
more in 200Z. Approximately 230 employees have been terminated.
Another 160 employees will be terminated during 2002. The acquisi-
tion liability balance was $5.0 million at December 31, 2001. Blue
Ster had sales of approximately $300 million in its fiscal year ended
April 29, 2000.

In October 2000, we contributed the assets of Boise Marketing
Services, Inc. (BMSI), our majority-owned promational products sub-
sidiary, to IdentityNow:. IdentityNow provides corporate branded mer-
chandise, promotional products, and related items for Fortune 1000
companies. This transaction was accounted for as a purchase
business combination. IdentityNow issued shares of its voting
comman stock in exchange for the assats of BMSI. The assets
exchanged were nonmonetary. The common stock of neither BMSI
nor IdentityNow is traded on a public exchange. Based on the post-
merger business plan and cash flow projections, the value of the
IdentityNow common stock received was equal to the value of the
BMSI assets contributed. Accordingly, no gain or loss was recorded
on the transaction. As a result of the merger, we hold approximately
29% of the equity in IdentityNow and account for our investment
under the equity method of accounting. Sales for BMSI totaled
$74.0 million prior to the merger in 2000 and $103.4 million in 1399

In 1999, we completed two acquisitions in the Office Solutions seg-
ment with combined annualized sales of approximately $50 million at
the time of announcement.

On a pro forma basis, if our 2000 acquisitions and divestitures in this
segment had occurred on January 1, 2000, sales for that year would
have decreased about $85 million, while net income and diluted
earnings per share would nat have materially changed. If our 2000
acquisitions and divestitures and our 1999 acquisitions had occurred
on January 1, 1999, sales for 1999 would have decreased about

$81 million, but net income would have increased about $6.6 milfion
and diluted earnings per share would have increased about 11 cents.

See Note 14 to the financial statements for additional detail.

Nonroutine ltems. In December 2001, we received notice that the
consclidated group of which IdentityNow is a member is experiencing
liquidity problems that could affect IdentityNow. In addition, the pro-
motional products industry was hard hit in 2001 by the decline in the
U.S. economy, as companies reduced their discretionary spending.
Also in December, IdentityNow provided us with revised revenue pro-
jections that showed lower sales for the company than previously
estimated. Based on this information, we concluded that a decline in
the fair value of our investment in ldentityNow was more than
temporary. Using a discounted cash flow valuation method, we deter-
mined that the fair value of our investment should be reduced to
$25.0 million. Consequently, we recorded a noncash, pretax charge of

$54.3 million. We also reversad $5.0 million of reserves for potential
claims rising from the sale in 2000 of our European office products
operations. Based on our current evaluation, these reserves were no
longer needed.

Segment income in 2000 included a $38.6 million gain on the sale of
the European operations and $3.0 million in expense for severance
and facility closures related to involuntary employee terminations.

During second quarter 1999, our Office Solutions segment revised the
amount of a restructuring reserve for our United Kingdom operations.
The restructuring program was less costly than originally anticipated
due to lower professicnal and legal fees, the sublease of one of the
facilities, the decision to retain a small printing business, and fewer
employee terminations. The resulting increase in cperating income of
approximately $4.0 million included $0.5 million for reduced employee-
related costs and $3.5 million for other exit costs, including lower
lease costs.

Operating Results Before Nonroutine ltems. Segment sales
decreased 4% from 2000 to 2001 and increased 9% from 1999 to
2000. Same-lccation sales decreased 2% from 2000 to 2001 and
increased 12% from 1999 to 2000. Total sales decreased at a higher
rate than same-location sales because divestitures were not totally
offset by acquisitions. The decrease in same-location sales was dug
mainly to the slowing U.S. economy, which resulted in fewer pur-
chases by our existing U.S. customers.

Our gross profit margins were down slightly from 2000 to 2001 as a
result of delivery costs that we were unable to leverage over lower
sales. Operating expenses as a percentage of sales decreased due to
our continued efforts to reduce our cost structure and to the sale in
2000 of the European operations, which had higher operating
expenses as a percentage of sales than our other operations. As a
result of a decrease in operating expenses, our operating profit as a
percentage of sales improved in 2001, compared with 2000. Results
for 2001 also include our $5.3 million share of IdentityNow's losses.

Grass profit margins were down in 2000, com-
pared with 1999, because of product cost
increases and a competitive pricing enviran-
ment in the United States. Lower gross

prafit margins were only partially offset hy
lower operating expenses as a percentage of
sales. Although costs increased in 2000, oper-
ating expenses as a percentage of sales
decreased because of cost-control efforts and
the leveraging of fixed costs over higher sales.
Cost increases in 2000 were due to continued
investment in strategic growth initiatives,
including the Blue Star acquisition and middle-
market business development. As a result of
these factors, operating profit margins
decreased in 2000, compared with 1999,




Building Solutions

Sales $  2.4billion § 2.5 nillion § 2.2 billion

Segment income {loss) $(22.3) million $ 52.1 million $273.8 million
Segment income

before nonroutine items  $ 36.7 million $ 52.1 million $191.3 million
Sales Volumes
Plywood (1,000 sq. ft.

35" hasis) 1,819,831 1,879,876 1,529,482
0SB (1,000 sq. ft.

38" basis) 388,761 397,395 373,632
Lumber (1,000 board ft.) 392,544 448,199 517,457
LVL (100 cubic ft.} 66,578 62,826 55141
I-joists {1,000 equivalent

lineal ft.) 156,236 142,428 135,051
Particleboard (1,000 sq. ft.

34" basis) 198,737 193,109 186,860
Building materials

distribution

{millions of sales dollars) $1,596 $1,601 $1,289
Average Net Selling Prices™
Plywood (1,000 sq. ft.

38" basis) § 229 $ 234 $ 275
0SB {1,000 sq. ft.

35" basis) 126 174 197
Lumber ({1,000 board ft.) 438 471 522
LVL (100 cubic ft.) 1,504 1,549 1,589
I-joists {1,000 eguivalent

lineal ft.) 895 951 1,004
Particleboard (1,000 sq. ft.

32" basis) 245 290 293

@ Includes 100% of the sales of Voyageur Panel, of which we own 47%.
) Gross invoice price less trade discounts and freight costs.

Acquisitions. In June 2000, we acquired Alliance Forest Products-
Joists, Inc. (AllJoist), for $14.6 million in cash. Formerly a subsidiary
of Alliance Forest Praducts, Inc., AllJoist operates a wood I-joist
manufacturing plant in St. Jacques, New Brunswick, Canada.

In September 1999, we acquired Furman Lumber, Inc. (Furman), for
approximately $92.7 million, including $50.2 million in cash and the
assumption of $2.5 million in debt. The acquisition included Furman'’s
12 facilities in the East, Midwest, and South. The former Furman
facilities had 2000 sales of about $643 million. Sales of $194 million
following our acquisition in 1999 are included in our 1999 results

of operations.

On a pro forma basis, if the AllJoist acquisition had occurred on
January 1, 2000, Building Solutions sales in 2000 would have
increased $11 million, while net income and diluted earnings per

share would not have materially changed. If
the AllJaist and Furman acquisitions had
occurred on January 1, 1999, sales in 1999
would have increased about $526 million,
net income would have increased $1.2 mil-
lion, and diluted earnings per share would
have increased Z cents.

(millions)
17% compound growth rate

See Note 15 to the financial statements for
additional detail.

Nonroutine ltems. In February 2001, we
announced the permanent closure of our ply-
wood and lumber operations in Emmett, ldaho,
and our sawmill in Cascade, ldaho, due to the
significant decline in federal timber offered for = ;
sale. We completed these closures in the 01
second quarter, and 373 positions were elimi-

nated. In first quarter 2001, we recorded a pretax charge of $54.0 mil-
lion related to these closures. Sales for our Idaho operations for the
years ended December 31, 2001, 2000, and 1999, were $66.0 million,
$115.8 million, and $138.6 million. The operating loss for the year
ended December 31, 2001, was $5.8 million, while operating income
for the years ended December 31, 2000 and 1999, was $2.2 million
and $15.4 million.

In addition, in first quarter 2001, we wrote off our investment in
assets in Chile with a pretax charge of $4.9 million.

Restructuring reserve liability account activity related to these 2001
charges is as follows:

Asset FEmployee- ~ Other 7

Whrite- Related Exit
;.. Downs  Costs . Costs _ _Total

{thousands)
2007 expense recorded $ 21,300 $15,000 $22.600 $58900
Assets written down {21,300) — — (21,300)
Pension liabilities recorded — {9,600) — (9,600)
Charges against reserve — {5,000) {10,100)  {15,700)
Restructuring reserve at

December 31, 2001 $ — $ 400 $12500 §$12,.300

Asset write-downs were for plant and equipment at the closed Idaho
facilities and the write-off of our equity investment in and related
receivables from a joint venture in Chile. Employee-related costs
include pensian curtailment costs resulting from the shutdowns of
the Idaho facilities and severance costs. Other exit costs include tear-
down and environmental cleanup costs related to the Idaho facilities
and reserves for contractual obligations with no future benefit. We
spent approximately $15.1 million of the reserves in 2001. Most of
the remaining reserve balance will be spent in 2002. These restruc-
turing reserve liabilities are included in “Accrued liahilities, other” in
the Balance Sheet.
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Financial Review

In fourth quarter 1999, we sold 58,000 acres of timberland in central
Washington, resulting in a pretax gain of $47.0 million. In second
quarter 1999, this segment reversed $35.5 million in restructuring
charges, which were recorded in 1998, because of our decision to
continue operations at two wood products manufacturing plants we
had planned to close.

Operating Results Before Nonrouting ltems. Sales in 2007
decreased 4%, compared with 2000. The decline was due to lower
sales prices for all of our wood products. Average plywood prices
declined 2%,; oriented strand board {OSB), 28%; and lumber, 7%.
Plywood and lumber sales volumes declined due to the closure of
the Idaho facilities. Distribution sales were about flat, compared
with 2000, as lower prices were offset by higher sales volume.

L O e increase in sales in 2000, compared with
| p"-st"“"ﬁal‘i%;i 1999, was due to increased sales in distribu-
millions . . e .
21% compound growth rate t|qn resulting from the gcqwsnmn of Fgrman in
third quarter 1999 and increased sales in engi-

2235
'i = neered products resulting from the acquisition

of AllJoist in 2000. Excluding these acquisi-
97 98 33 00

$742
1,28!
1.6

tions, sales declined 10% year over year due
to significantly lower wood products prices.
Average plywoaod prices were down 15%,
while lumber prices declined 10%. Our ply-
wood plant in Medford, Oregon, which was
rebuilt after being damaged by fire in 1998,
became fully operational during first quarter
2000. Our plywood plant in Elgin, Oregon,
which was damaged by fire in May 1999,
began operations at the end of 1999. As a
result, plywood unit sales volume in 2000
increased 23% over 1899.

Segment income in 2007 decreased, compared with 2000, due to lower
wood products volumes and prices. Delivered-log costs declined 5%,
which offset increased conversion and distribution costs.

Reduced segment income in 2000, compared with 1999, was due to
lower wood products prices. Costs were up only slightly, primarily in
energy-related areas.

Vayageur Panel, a joint venture in Barwick, Ontario, Canada, has the
capacity to produce 400 million square feet of OSB panels annually.
We hold 47% of the equity. We have an agreement with Voyageur
Panel under which we operate the plant and market its product. Qur
investment in this venture was $36.1 million and $37.6 million at
December 31, 2001 and 2000. A Canadian forest products manufac-
turer and two insurance companies own the other equity interests.

We account for the joint venture under the equity method. Accord-
ingly, segment results do not include the joint venture's sales but do
include $1.5 million of equity in losses for 2007 and $4.0 million and
$6.5 million of equity in earnings for 2000 and 1998, respectively. The
debt of this affiliate, which totaled $15.6 million at December 31,

2007, has been issued without recourse to us. The other shareholders
have the right to require Voyageur Panel to buy their equity interests
at fair market value. We have the right to buy any shares sold back to
Voyageur Panel before they are sold to other investors.

Paper Sofutions

Sales $  1.9billion § 20bilion § 19billion
Segment income $ 70.7 million $202.6 million ~ $117.7 million
Segment income

before nonrouting items  $ 70.7 million $202.6 million  $115.4 million
Sales Volumes
{thousands of short tons)
Uncoated free sheet 1,386 1,393 1,426
Containerboard 644 680 655
Newsprint 395 423 4727
Other 157 150 149

2,582 2,646 2,652

Average Net Selling Prices'?
{per short ton)
Uncoated free sheet $742 $768 $699
Containerboard 374 404 335
Newsprint 476 438 414

@ Gross invoice price less trade discounts and freight costs.

Operating Results. The decreased sales in 2001, compared with
2000, were due to lower weighted average paper prices and unit
sales volume. Weighted average paper prices decreased 4%, while
unit sales volume decreased 2%. During 2001, we took about
150,000 tons of market-related curtailment and about 100,000 tons of
downtime for capital projects and maintenance, mostly in uncoated
free sheet. Value-added grades produced on our smaller paper
machines accounted for 22%, or 310,000 tons, of our uncoated free
sheet sales volume in 2001. Value-added grades generally have higher
unit costs than commadities but also higher net sales prices and profit
margins. Overall, the average net selling price of the value-added
grades we sold in 2001 was $183 per ton higher than the average net
selling price of our uncoated commadity grades.

Sales in 2000 increased due to weighted average paper prices that
were 13% above 1999 prices. Unit sales volume was flat from 1999
to 2000. We incurred about 114,000 tons of market-related curtail-
ment in 2000. Value-added grades produced on aur smaller paper
machines accounted for 23%, or 324,000 tons, of cur uncoated free
sheet sales volume in 2000. The average net selling price of the
value-added grades we sold in 2000 was $172 per ton higher than
the average net selling price of our uncoated commodity grades.

Segment income in 2001 also decreased, compared with 2000,
because of higher energy costs, which increased 25% over 2000. The
increase in energy costs was only partially offset by lower fiber and
other manufacturing costs. Overall unit costs increased 6% in 2001,
compared with 2000.



' Office Solufions |
i Purchases of
 Boise's Office Papers,|
{thousands of tons)

Segment income in 2000 improved signifi-
cantly over 1999 due to product price
increases, partially offset by unit costs that
increased 5%. Although fixed costs were
down slightly from 1999, variable costs
increased, due in large part to rapidly escalat-
ing energy-related costs, including natural
gas, electricity, and oil costs. Costs for energy
purchased in 2000 were $52 million higher
than they were in 1999. Most of the increase
occurred in the second half of the year.

Office Solutions buys more paper from our
paper business than any other customer.
Office Salutions purchased 476,000 tons of
cut-size office papers produced by Boise in
2001, 448,000 tons in 2000, and 410,000 tons
in 1999. We expect this volume to increase in 2002.

0

Financial Condition and Liquidity

Operating Activities. Operations provided cash of $407.6 million in
2001, $548.5 million in 2000, and $454.6 miliion in 1999. In 2001, net
income items provided $365.6 million of cash, and favorable changes
in working capital items provided $42.0 million of cash from opera-
tions. In 2000, net income items provided $437.9 million of cash, and
favorable changes in working capital items provided $110.6 million of
cash from operations. Net income items provided $523.2 million of
cash in 1999, offset by $68.6 million of unfavorable changes in work-
ing capital items, primarily receivables.

We have sold fractional ownership interests in a defined pool of trade
accounts receivable. At both December 31, 2001, and December 31,
2000, $200 million of sold accounts receivable were excluded from
“Receivables” in the Balance Sheets, compared with the December 31,
1998, balance of $100 million and the December 31, 1998, balance of
$79 million. The increase at December 31, 2000, in sold accounts
receivable of $100 million over the amount at December 31, 1993,
and the increase at December 31, 1999, in sold accounts receivable
of $21 million over the amount at December 31, 1998, provided cash
from operations in 2000 and 1998,

Our ratio of current assets to current liabilities was 0.98:1 in 2001,
compared with 1.55:1 in 2000. The change in this ratio is primarily
the result of $250 million of barrowings under our revolving credit
agreement and $125 million of 9.85% notes that were reclassified
from long-term debt to current partion of long-term debt in 2001.

Most of cur employees are covered by noncontributory defined
benefit pension plans. The assets of the pension plans are invested
primarily in common stocks, fixed-income securities, and cash
equivalents. The market performance of these investments affects
our recorded pension obligations, expense, and cash contributions.
The amount of required minimum pension liability is determined
based on the value of pian assets in comparison to the plans’ accrued
benefit obligations. Because of a negative return on plan assets in

2001, our minimum pension liability increased significantly, result-
ing in a decrease of $109.4 million in shareholders’ equity in
“Accumulated other comprehensive income (loss).” This adjustment
to the minimum pension liability was a noncash charge and did nat
affect net income in 2001. However, we could be required to make
further cash contributions and recognize higher pension expense in
future years. Assuming an asset return of 9.25% and a discount rate

of 7.25% in 2002, we estimate that our 2002 pension expense would

increase to approximately $32 million, compared with approximately
$11 million recognized in 2001. We expect to make cash contributions
of $20 million to $30 million in 2002, compared with approximately
$18 million in 2007.

Rental expenses for operating leases were $62.2 million in 2001,
For operating leases with remaining terms of more than one year,
the minimum Iease payment requirements are $44.7 million for
2002, $34.9 million for 2003, $27.7 million for 2004, $21.6 million
for 2005, and $18.7 million for 2008, with total payments thereafter
of $236.0 million.

We acquire a portion of our wood reguirements from outside sources.

Except for deposits required pursuant to wood supply contracts, no
amounts are recorded until we become aobligated to purchase the
timber. At December 31, 2001, based on average prices at the time,
the unrecorded amount of those contracts was estimated to be
approximately $29 million.

Investment Activities. Cash used for investment was $234.5 million
in 2001, $548.8 million in 2000, and $327.4 million in 1999. Cash
expenditures for property and equipment, timber and timberlands,
and investments in equity affiliates totaled $341.5 miilion in 2001,
$314.6 million in 2000, and $227.6 million in 1999. The 2001 amount
included $26.1 million for the acquisition of about 54,000 acres of
timberland in Alabama and Brazil.

In 2001, we used $4.7 million of cash for one Office Solutions acqui-
sition. We used $216.1 million of cash for the purchase of the BCOP
minority shares in 2000. Cash used to purchase facilities in 2000
totaled $130.3 million and included $114.7 million for the Office
Solutions acquisition of Blue Star in Australia and New Zealand and
$14.6 million for the purchase of the wood I-joist plant in Canada.
Cash used to purchase facilities in 1999 included $90.2 million for
Furman and $9.4 million for two Office Solutions acquisitions.

Noncash consideration included in capital spending consisted of
assumption of debt and recording of liabilities totaling $3.0 million in
2001, $14.0 million in 2000, and $9.7 million in 1998. Details of 2001
capital investment by business are included in the table on page 20.

We expect capital investment in 2002 to be $270 million to $290 mil-
lion, excluding acquisitions. In 20071, we began construction of a new
facility in Satsop, Washington, to manufacture wood-plastic compos-
ite building products. The total cost of this facility is expected to be
approximately $80 million. We spent $44.3 million in 2007. The
remainder will be spent in 2002. Start-up should occur in third quarter
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2002. The balance of our capital spending in 2002 will be for our
ongoing environmental compliance program, quality and efficiency
projects, replacement, and modest purchases of timber and timber-
lands. During 2001, we spent $29.6 million on environmental compli-
ance. We expect to spend approximately $20.6 million in 2002 for
this purpose.

In September 2000, we sold our European office products opera-
tions for $335.3 million. After debt repayments of $17.2 million, we
received $158.5 million in 2000. In early January 2001, we recsived a
final payment, net of forward exchange contracts, of $159.6 million,
which we used to reduce debt.

In Octaber 1998, we sold 56,000 acres of timberland in central
Washington. The pretax gain on the sale was $47.0 million. Net
cash proceeds after transaction costs and adjustments for timber
harvested were $50.2 million.

Financing Activities. Cash used for financing was $179.2 million
in 2001, $3.8 million in 2000, and $134.6 million in 1999. Dividend
payments totaled $49.7 million in 2001, $50.4 million in 2000, and
$51.1 million in 1999. in all three years, our quarterly cash dividend
was 15 cents per commaon share.

Changes in short-term borrowings are
reflected in net changes in notes payable.
Additions to long-term debt in 2001 included
$25 million of medium-term notes and

$14.6 million of bank debt for our Australian
operations. Payments of long-term debt

in 2001 included $300 million under our
revolving credit agreement and repayment
of $40 million of medium-term notes.

J .
{millions}
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In December 2001, a consolidated subsidiary
trust issued $172.5 million of 7.5% adjustable
conversion-rate equity security units that

are redeemable in 2008. We used the neat
praceeds from this issuance to reduce borrow-
ings under our revolving credit agreement

and short-term debt. In December 2004, we
will issue between 4.4 million and 5.4 million

2007 Capital investment by Segment

shares of our common stock and receive ~— Bl
$172.5 million related to these securities. (ratio)
See Note 9 to the financial statements for
additional detail.
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Additions to long-term debt in 2000 included
$175 million of net borrowings under our
revolving credit agreement. Payments of
long-term debt in 2000 included retirement
of $100 million of 9.9% notes and repayment
of $15 million of medium-term notes.

Additions to long-term debt in 1999 included
$70 miltion of net borrowings under our
revolving credit agreement and $59 million
of medium-term notes. Payments of long- = =
term debt in 1999 included redemption of 97 38 €9 00 01
$100 million of 9.875% notes, $59 million of

medium-term notes, and $10 million under the former BCOP revolving
credit agreement.

At December 31, 2001, we had $1.6 billion of debt outstanding. At
December 31, 2000, we had $1.9 billion of debt outstanding. Our
debt-to-equity ratio was 1.00:1 at December 31, 2001, and 1.09:1 at
December 31, 2000. Changes in our credit ratings have no impact
on our current senior long-term debt but could affect our costs of
borrowings in future debt issuances and under the terms of our
revolving credit agreements.

We have a revalving credit agreement with 23 major hanks that per-
mits us to borrow up to $600 million at variable interest rates based
on the London Interhank Offered Rate (LIBOR). At December 31, 2001,
the rate was 2.2%. We have entered into interest rate swaps related
to $150 million of these borrowings, which gave us an effective inter-
est rate for the revolving credit agreement of 3.8% at December 31,
2001. The revolving credit agreement contains financial covenants
relating to minimum net worth, minimum interest coverage ratio, and
ceiling ratio of debt to capitalization. Under this agreement, the pay-
ment of dividends depends on the existence and amount of net worth
in excess of the defined minimum. Qur net worth at December 31,
2001, exceeded the defined minimum by $117.2 million. At
December 31, 2001, $250 million of borrowings was outstanding

ﬁeplacement,

Acquisitions, Quality/ Timber and Environmental,
ior _ Eligigney® Timberlands . andOther . .
{millions)
Office Solutions® $12 $22 $— $19 $ 53
Building Solutions 62 15 8 28 13
Paper Solutions 3 38 28 107 176
Corporate and Other 1 — — B 7
$78 $75 $36 $160 $349

@ Quality and efficiency projects include quality improvements, modernization, energy, and cost-saving projects.
' Noncash capital expenditures totaled $3 million for the assumption of debt and recording of liahilities associated with acquisitions.




under this agreement. When the agreement expires in June 2002,
any amount outstanding will be due and payable. We are currently
negotiating a new revolving credit agreement.

At December 31, 2001 and 2000, we had $48.7 million and $52.0 mil-
licn of short-term borrowings outstanding. The maximum amounts of
combined short-term borrowings outstanding during the years ended
December 31, 2001 and 2000, were $126.9 million and $173.1 mil-
lion. The average amounts of short-term borrowings outstanding dur-
ing the vears ended December 31, 2001 and 2000, were $50.9 million
and $94.0 million. For 2001 and 2000, the average interest rates for
these barrowings were 4.6% and 6.7%.

Our $125 million of 9.85% notes are due and payable in June 2002.

At December 31, 2001, we had $405 million of unused shelf capacity
registered with the Securities and Exchange Commission (SEC) for
additional debt securities. In January 2002, we used $150 million

of this capacity to sell 7.5% notes dug in 2008. We used the pro-
ceeds from this sale to reduce borrowings under our revolving credit
agreement and short-term debt.

Qur cash requirements going forward will be funded through a combi-
nation of cash flow from operations, borrowings under our existing
and future credit facilities, issuance of new debt or equity securities,
and possible sales of assets.

Financial Instruments

December 310

Debt
Short-term borrowings
Average interest rates
Long-term debt
Fixed-rate debt payments
Average interest rates
Variable-rate debt payments
Average interest rates

$ 487
2.2%

$171.0
9.2%
$250.0
38%

$158.1
8.9%

$ 745
7.6%
$250
4.0%

Adjustable conversion-rate
equity security units
Average interest rate

Forward exchange contracts
Notional currency (weighted average
contractual exchange rate)
Receive U.S. dollars/pay
New Zealand dollars {.4138) 160.0
Interest rate swaps
Notional principal amount of interest
rate exchange agreements maturing
(variahle to fixed)
Average pay rate
Average receive rate

$ 50.0
5.4%
21%

$100.0
4.5%
2.2%

@ Unrealized losses recorded in income at December 31, 2001 and 2000,

We believe inflation has not had a material effect on our financial
condition or results of operations; however, there can be no assur-
ance that we will not be affected by inflation in the future. Our over-
all sales are not subject to significant seasonal variations.

Disclosures of Financial Market Risks

Changes in interest and currency rates expose the company to finan-
cial market risk. Our debt is predominantly fixed-rate. We experience
only modest changes in interest expense when market interest rates
change. Most foreign currency transactions have been conducted in
local currencies, limiting our expasure to changes in currency rates.
Consequently, our market risk-sensitive instruments do not subject us
to material market risk exposure. Changes in our debt and continued
international expansion could increase these risks. To manage volatil-
ity relating to these expaosures, we may enter into various derivative
transactions, such as interest rate swaps, rate hedge agresments,
forward purchase contracts, and forward exchange contracts. We do
not use derivative financial instruments for trading purposes.

The table below provides information about our financial instruments
that are sensitive 1o changes in interest rates or foreign currency
exchange rates. For debt obligations, the table presents principal
cash flows and related weighted average interest rates by expected
maturity dates. For obligations with variable interest rates, the table

- i PRy ‘.Ma“l.i:_; v
{millions)
— — — § 487 § 487 $§ 520 § 520
— — — 2.2% — 7.3% —
$215.0 $ 391 $603.8 $1,2615 $1,2016 $1,3157 $1.,276.2
7.2% 7.6% 71% 77% — 7.9% —
— — — $ 275.0 $ 2731 $ 550.0 $§ 5500
— — — 3.8% — 7.0% —
— $1725 — § 1725 $ 1725 — —
— 7.5% — 7.5% — — —
— — — 160.0 §  (4)e 1600 § (6.6
— — — § 1500 $ (48 — —
— — — 4.8% —_ — —
— — — 2.2% — —_ —




22

Financial Review

sets forth payout amounts based on current rates and does not
attempt to project future interest rates. The interest rate swaps
hedge the variable cash flow risk from the variable interest payments
on $150 million of our current and anticipated future revolving credit
agreements,

Forward exchange contracts were purchased to mitigate foreign cur-
rency risk related to foreign currency-denominated receivables of
187.7 million New Zealand dollars. Exchange gains and Josses on the
contracts partially offset exchange gains and losses on the receivables
at December 31, 2001 For foreign currency forward exchange agree-
ments outstanding as of December 31, 2001, the table presents
notional amounts in the foreign currencies and weighted average
contractual exchange rates by contractual maturity dates. These
national amounts are used to calculate the contractual payments to
be exchanged under the contracts. The contracts mature in February
2002. Future exchange rates were not considered in the calculation of
fair values at December 31, 2001.

We are exposed to modest credit-related risks in the event of non-
perfarmance by counterparties to forward exchange contracts and
interest rate swaps. However, we do not expect the counterparties,
which are all major financigl institutions, to fail to mset their
obligations.

Other instruments subject to market risk, such as obligations for
pension plans and other postretirement benefits, are not reflected
in the table.

Timber Supply and Envirenmental lssues

Over the past several years, the amount of timber from public lands
available for commercizl harvest in the United States has declined
significantly due to environmental litigation and changes in govern-
ment policy. In 2001, we closed our plywood and lumber operations
in Emmett, Idaha, and our sawmill in Cascade, Idaho, due tc the sig-
nificant decline in federal timber offered for sale. Further canstraints
on timber supply that would affect our remaining facilities may be
imposed in the future. As a result, we cannot accurately predict
future log supply. Additional curtaiiments or closures of our wood
products manufacturing facilities are possible.

We meet an important share of our fiber needs with the 2.3 million
acres of timberland we own or control. During 2001, 44% of our fiber
needs were met by internal sources, 47% by private sources, and 3%
by gavernment sources. During 2000, these percentages were 41%,
47%, and 12%, and during 1999, they were 40%, 50%, and 10%.
Long-term leases generally provide Baise with timber harvesting
rights and carry with them responsihbility for managing the timber-
lands. The remaining life of all leases ranges from 15 to 64 years. In
addition, we have an option to purchase approximately 205,000 acres
of timberland under lease and/or contract in the South. We manage
our timberlands so that they will provide & continuous and sustain-
able supply of wood for future needs.

Qur two Northwest pulp and paper mills receive approximately 60%
of their wood chips from internal sources, including our wood prod-
ucts and whole-log chipping operations and our cottonwood fiber
farm near Wallula, Washington. Roughly 24% of the pulp used by our
Wallula uncoated free shest machine during 2001 was made from
this cottonwood fiber.

In 2001, we purchased 19,000 acres of timberland to support the
operations of our pulp and paper mill in Jackson, Alabama. Fiber
for our newly constructed eucalyptus veneer and plywood plant in
Brazil will initially come from private sources. We also purchased
35,000 acres of plantation land in Brazil to meet future fiber
requirements.

Our forest management practices embrace the American Forest &
Paper Association's Sustainable Forestry Initiative (SFI*), a compre-
hensive system of principles, objectives, and performance measures
that integrates the sustainable growing and harvesting of trees with
protection of wildlife, plants, soil, and water quality. In 2000, we
implemented a Forest Stewardship Program that includes ongoing
third-party audits of our forest management practices on the 2.3 mil-
lion acres of timberland we own or contral in the United States and
on other private and public lands from which we purchase timber.

PricewaterhouseCoopers LLP, an international audit firm, completed
forest management and procurement audits on 1.8 million acres of
Boise's timberiand in Alabama, Louisiana, Minnesote, northeastern
QOregon, and Washington in 2001 and forest management audits on
500,000 acres of our timberland in Idahc and western Cregon in
2000. The PricewaterhouseCoapers audit teams included technical
experts in forest engineering, farest planning, range management,
sifviculture, and wildlife management. Auditors interviewed Boise
staff, contractors, timber dealers, state and federal agency employ-
ees, landowners from whom the company has purchased timber, and
neighboring landowners. Auditors also inspected office processes
and numerous sites in the forest. These audits certified our full con-
formance with SFI Program standards and confirmed our conformance
with our internal Forest Stewardship Values and Measures. The
audits identified good management practices, where our performance
was judged to be above average for the industry, and opportunities
for improvement, where management practices and processes could
be upgraded. Based on the auditors’ feedback, we are developing
and implementing action plans to improve our forest management
practices.

Another feature of our program is a Forest Stewardship Advisory
Council of nationally known conservation experts who participate
with our forest managers in reviewing audit results and recommend-
ing any changes. Our customers are also invited to accompany audit
teams into the forests to observe their work. In 2001, 34 customer
representatives observed our timberland audits.




We invest substantial capital to comply with federal, state, and local
environmental laws and regulations. Failure to comply with pollution
control standards could result in interruption or suspension of our
operations or could require additional expenditures. Our operating
pracedures and expenditures for angoing pollution prevention and
control should allow us to continue to meet applicable environmental
standards.

In 1998, the Environmental Protection Agency (EPA) published rules,
often referred to as Cluster Rules, that further regulate air and water
emissions from pulp and paper mills. Our capital investment to date
to comply with these rules has been approximately $117 million. In
2001, we met all current requirements mandated by the Cluster
Rules. We anticipate that we will spend approximately $80 million
to comply with rules that must be met by 2006.

We have heen notified that we are a "potentially responsible party”
under the Comprehensive Environmental Response, Compensation
and Liability Act {CERCLA) or similar federal and state laws with
respect to 20 active sites where hazardous substances or other con-
taminants are located. In most cases, we are one of many potentially
responsible parties, and our alleged contribution to these sites is
relatively minor. For sites where a range of potential liability can be
determined, we have established appropriate reserves. We believe
we have minimal or no responsibility with regard to several other
sites. We cannot predict with certainty the total response and
remedial costs, our share of the total costs, the extent to which
contributions will be available from other parties, or the amount of
time necessary to complete the cleanups. Based on our investiga-
tions, our experience with respect to cleanup of hazardous sub-
stances, the fact that expenditures will, in many cases, be incurred
over extended periods of time, and the number of solvent potentially
responsible parties, we do not currently believe that the known
actual and potential response costs will, in the aggregate, materially
affect our financial condition or results of operatians.

In March 2000, EPA Regions VIl and X issued Boise a combined
Notice of Violation (NOV) alleging violations of air emission permits
and the New Source Review/Prevention of Significant Deterioration
program. In March 2001, the EPA issued & second NOV, supplement-
ing the original notice. The NOV alleges violations at seven of our
plywood plants and one particleboard plant for the pericd 1979
through 1998. No civil or criminel actions have been filed with regard
to these allegations. The NOV, however, sets forth EPA’s authority to
seek, among other things, penalties of up to $27,500 per day for each
violation. We believe federal statutes of limitation would fimit any
penalties assessed to a five-year period. We are negotiating with the
EPA to resolve these allegations. We have had several meetings and
exchanged correspondence regarding a resolution of the issues

raised by the NOV. Settlements by other companies in the wood
products industry that have received similar NOVs have involved the
payment of penalties and agreements to install emission control
equipment and undertake supplemental environmental projects. The
effect of this NOV on our financial position or results of operations is
unknown at this time.

Critical Accounting Policies

The SEC defines critical accounting policies as those that are most
impartant to the portrayal of our financial condition and results and
require management's mast difficult, subjective, or complex judg-
ments, often as a result of the need to make estimates about the
effect of matters that are inherently uncertain. Our current critical
accounting policies are as follows.

Long-Lived Asset Impairment. We accounted for the impairment
of long-lived assets in accordance with Financial Accounting
Standards Board (FASB) Statement No. 121 and, beginning in 2002,
will account for it in accordance with FASB Statement No. 144. We
test for impairment using undiscounted cash flows and calculate the
amount of impairment using discounted cash flows. Estimates of
future cash flows require judgment and may change based on, among
other things, the availability of timber, environmental requirements,
capital spending decisions, and market conditions.

Restructuring Charges. Because of our decision to close our Idaho
plywood and lumber operations, we recorded restructuring charges to
accrue for liabilities rising from that closure. We accounted for these
liabilities in accordance with Emerging Issues Task Force Issue 94-3,
The estimates of future liabilities may change, requiring the recording
of additional closure costs or the reduction of liabilities already
recorded. Changes in estimates occur when exit costs, such as tear-
down, environmental cleanup, and contractual obligations with no
future benefit, are more or less costly than originally estimated.

Investments in Equity Affiliates. We periodically review the
recoverability of investments in equity affiliates in accordance with
Accounting Principles Board (APB) Opinion 18. The measurement

of impairment is based an the estimated fair value of our invest-
ment. In 2001, we wrote down our investment in an equity affiliate,
IdentityNow, using a discounted cash flow valuation method to deter-
mine fair value. The fair value of our investment could further decline
if actual cash flows are ess than projected or if [dentityNow, or the
consolidated group of which it is a member, experiences additional
liquidity problems.

Impairment Testing of Goodwill. We account for acquisitions
under the purchase method of accounting, typically resulting in
goodwill. We tested the value of goodwill in accordance with APB
Opinion 17, using an undiscounted cash flow method. Beginning in
2002, we will perform an annual impairment test of goodwill under
the provisions of FASB Statement No. 142. This statement requires
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estimates of fair values of reporting units. Estimates of fair values
will vary from year to year due to changing business conditions in the
United States, Canada, Australia, and New Zealand. These changes
in fair values could cause us to reduce the carrying value of goodwill
in future years.

Pensioms. Most of our employees are covered by noncontributory
defined benefit pension plans. We account for these costs in accord-
ance with FASB Statement No. 87. That statement requires us

to calculate our pension expense and liabilities using actuarial
assumptions, including a discount rate assumption and a long-term
asset return assumption. Returns on plan assets at, or in excess of,
our asset return assumptions in past years have kept our pension
expense and cash contributions to the plans at modest levels. Recent
weaker market performance will significantly increase our pension
expense and cash contributions in the future unless asset returns
again exceed our assumptions. Changes in the interest rates that
we use to determine our discount rate assumption may also cause
volatility in our expense and cash contributions.

Environmental Remediation. We account for environmental
remediation liabilities in accordance with the American Institute of
Certified Public Accountants Statement of Position 96-1. Liabilities
are recorded on an undiscounted basis when assessments and/or
remedial efforts are probable and the cost can be reasonably esti-
mated. We cannot predict with certainty the total response and
remedial costs, our share of total costs, the extent to which contri-
butians will be available from other parties, or the amount of time
necessary to complete any remediation.

Qutlook

The recession in the U.S. economy is continuing to dampen demand
in all of our businesses. Boise's near-term results are likely to he
weak. Sales in Gffice Solutions in early 2002 are running below
prior-year levels. Product prices in Paper Solutions were lower in
early 2002 than fourth-quarter 2001 averages, and we expect to
continue to take market-related curtailment. Building Solutions
markets were at seasonal low points in early 2002.

Longer term, we are more optimistic. If the U.S. ecanomy impraves
later in 2002, as we anticipate, the company should more clearly
demonstrate its earning power.

In Office Solutions, sales growth should return to high single-digit or
low double-digit rates as the economy recovers. We expect to main-
tain operating profit in the 3.5% to 4.5% range.

Hausing starts are still relatively strong, which is important to our
Building Solutions business. However, new structural pane! supply is
scheduled to start production this year, so the pace of recovery in this
business may be moderate. We expect additional contributions from
our engineered wood products and building materials distribution
businesses.

In Paper Solutions, significant uncoated free sheet capacity closures
in the United States, conversions of unccated capacity to coated
grades in Europe, and the limited amount of new capacity being
added throughout the world are shifting the balance of supply and
demand for uncoated free sheet in a favorable direction. Both
consumer and producer inventories are at low levels. If the U.S.
economy and paper demand improve, even madestly, shipments
and operating rates should rise and support much better market
conditions. Given our significant pasition in the uncoated free sheet
business, Paper Solutions financial performance should improve
substantially.

Forward-Looking Statements

Our Annual Report to Shareholders, including the preceding outlock,
contains forward-looking statements as defined by federal securities
laws. Actual results may differ materially from those expressed in or
implied by the statements. Factors that could cause actual results to
differ include, amang other things, fluctuations in production capacity
and demand across pulp, paper, and wood products markets; changes
in the U.S. and warld economies and the effect of those changes on
imports and exports of paper and wood products; changes in the level
of white-collar employment and the effect of thase changes on the
purchase of office products and paper; the implementation of taws
and regulations that affect timber supply and/or our expenditures for
environmental compliance; catastrophic events such as fire or wind-
storm; changes in energy and energy-related costs; the introduction
of new technologies that reduce ar replace the use of resource-based
products; and other factors included in our filings with the SEC.




Statements of [rcome (Loss)

Boise and Subsidiaries

{thousands, except per-share amounts)

Revenues

Sales $7.422.175 $7.808,657 $7,148,340
Costs and expenses

Materials, labor, and other operating expenses 5,890,601 6,193,863 5,573,610
Depreciation, amortization, and cost of company timber harvested 296,023 297,700 288,994
Selling and distribution expenses 785,243 832,485 745,927
General and administrative expenses 131,720 124177 125,273
Other (income) expense, net 129,460 {83,535) (77,707)

7,333,047 7,364,650 6,656,097

Equity in net income (loss) of affiliates {8,039) 2,061 6,115
Income from operations 81,089 444028 498,358
Interest expense (127,688) {151,163) {144,740
Interest income 1,822 5,861 2,323
Fareign exchange loss (2,834) (395) (1
(128,700) (145,697) (142,418)
Income (loss) before income taxes and minority interest (47,611} 298,331 355,940
Income tax {provision) benefit 5,494 {116,349) (142,3786)
Income {loss) before minority interest (42,117) 181,982 213,564
Minority interest, net of income tax (384) {3,408) (13.811)
Net income {loss) $ (42501) $ 178,574 $ 199,753
Net income (loss) per common share
Basic $(.96) $2.89 $3.27
Dituted $(.36) $2.73 $3.06

The accompanying notes are an integral part of these financial statements.
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Balance Sheets

Boise and Subsidiaries

Lesels
Current
Cash and cash equivalents $ 56,702 $ 62,820
Receivables, less allowances of $171,534,000 and $7,607,000 424,722 671,793
Inventories 652,953 747,829
Deferred income tax benefits 65,004 50,924
Other 45,646 43,955
1,245,027 1,677,321
Property
Property and equipment
Land and land improvements 68,482 70,551
Buildings and impravements 675,905 648,256
Machinery and equipment 4,606,102 4,447 678
5,350,489 5,166,435
Accumulated depreciation (2,742,650 (2,584,784
2,607,833 2,581,651
Timber, timberlands, and timber deposits 322132 291,132
2,929,971 2,872,783
Goodwill and intangihle assets, net of amortization of $61,986,000 and $49,053,000 408,279 403,331
Investments in equity affiliates 62,162 134,757
Other assets 288,529 278,731
Total assets $4,933,363 $5,266,923

The accompanying notes are an integral part of these financial statements.




Liabilities and Shareholders’ Equity

Current
Short-term barrowings $ 48700 $ 52,000
Current portion of long-term debt 391,379 41,314
Income taxes payable — 15,884
Accounts payable 503,402 596,882
Accrued liabilities
Compensation and benefits 151,084 150,138
Interest payable 25,510 27,802
Other 145,866 130,374
1,265,951 1,014,394
Debt
Long-term debt, less current portion 1,062,866 1,714,776
Guarantee of ESOP debt 80,889 107,911
1,143,755 1,822,687
Other
Deferred income taxes 308,305 383,646
Other long-term liabilities 465,104 279,755
773,409 663,401
Minority interest
Company-obligated mandatorily redeemable securities of
subsidiary trust holding solely debentures of parent 172,500 —
Other minority interest — 9,469
Commitments and contingent liabilities
Shareholders’ equity
Preferred stock — no par value; 10,000,000 shares authorized;
Series D ESQOP: §.01 stated value; 4,480,580 and 4,688,030 shares outstanding 201,626 210,861
Deferred ESQP benefit (80,889) (107,911}
Common stock — $2.50 par value; 200,000,000 shares authorized; 58,061,762
and 57,337,158 shares outstanding 145,154 143,343
Additional paid-in capital 466,952 454,849
Retained earnings 985,311 1,074,228
Accumulated other comprehensive income (loss) (139,801) {18,498)
Total shareholders’ equity 1,578,353 1,758,972
Total liabilities and shareholders’ equity $4,333,968 $5,266,923
Shareholders’ equity per common share $25.10 $28.85

The accompanying notes are an integral part of these financial statements.
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(thousands)

Cash provided by {(used for) operations
Net income {loss) $ (42,501) $178,574 $199,753
[tems in net income (loss) not using (providing) cash
Equity in net (income) loss of affiliates 8,039 {2,081} (6,115)
Depreciation, amortization, and cost of company timber harvested 296,023 297,700 288,994
Deferred income tax provision (benefit) (17,302) 58,486 111,577
Minority interest, net of income tax 384 3,408 13,811
Restructuring activities 57,929 — (37.815)
Write-down of assets 54,761 — —
Cther 13,705 395 1
(ains on sales of assets {5,000 (98,618) (46,981)
Receivables 78,112 101,767 {93,493)
Inventaries 93,084 (45,360) (26,772)
Accounts payable and accrued liabilities (108,150) 57,973 30,107
Current and deferred income taxes {9,588) 6,782 13,300
Other {10,045) (10,528) 8,232
Cash provided by operations 407,551 548,518 454,599
Cash provided by (used for) investment
Expenditures for property and equipment (304,857) {296,858) {221,208)
Expenditures for timber and timberlands (35,901) {8,111) (6,300)
Investments in equity affiliates {783) {9,672) (80)
Purchase of minority interest — (216,087) —
Purchases of facilities (4,655) (130,275) {99,591)
Sales of assets 160,984 158,541 50,212
Cther {49,299) (46,372) {50,426)
Cash used for investment (234,511 (548,834 {327,391)
Cash provided by (used for) financing
Cash dividends paid
Comman stack {34,546) (34,356) (34,008)
Preferred stock {15,175) (16,019} (17.129)
(49,721) {50,375) (51,137
Short-term borrowings {3,300) (3,818) (57,712
Additions to long-term debt 39,559 175,370 134,426
Payments of long-term debt (342,084) {118,814) (172,730)
Issuance of adjustable conversion-rate equity security units 165,225 — —
Other 11,163 (6,164) 12,512
Cash used for financing (179,158) (3,799) (134,641)
Decrease in cash and cash equivalents (6.118) (4,115) (7,433)
Balance at beginning of the year 62,820 66,935 74,368
Balance at end of the year $ 56,702 $ 62,820 $ 66,333

The accompanying notes are an integral part of these financial statements.
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Accumulated

i T ——

Common Deferred tional Other Com-
Shares holders’  Preferred ESOP  Common  Paid-ln Retained prehensive
Outstanding Equity Stack Benefit Stock Capital Earnings  Income (Loss)
{thousands)
56,338,426  Balance at December 31, 1998 $1.431,099  §241,043 $(155731) $140,846 $420,890 $791,618 $ (7.573)
Comprehensive income (loss)
Net income 199,753 — — — — 199,753 —
Other comprehensive income {loss),
net of tax
Cumulative foreign currency
translation adjustment {5,632) — — — — — (5,632)
Minimum pension liability
adjustment 1,292 — — — — — 1,292
Other comprehensive loss {4,340) — — — — — {4,340}
Comprehensive income $ 195,413
Cash dividends declared -
Common stock (34,129} — — — — (34,129) —
Preferred stock (17,127) — — — — (17.127) —
846,872  Stock options exercised 29,189 — — 2117 27,072 — —
{28,731) Treasury stock cancellations (18,175) {16,850} — {72) (225) (1,028) —
991  QOther 27843 — 22,922 3 1,303 3,615 —
57,157,558  Balance at December 31, 1999 1,614,113 2724199  (132,809) 142,894 448,040 942,702 (11,913)
Comprehensive income (loss)
Net income 178,574 — — — — 178,574 —
Other comprehensive income {loss),
net of tax
Cumulative foreign currency
transiation adjustment 2,27 — — — — — 2,21
Minimum pension liability
adjustment {8,856) — — — — — (8,856)
Other comprehensive loss {6,585) — — — — — (6,585)
Comprehensive income $ 171,989
Cash dividends declared -
Common stock (34,384) —_ — — — (34,384} —
Preferred stock {16,019 — — — — (16,019) —
179,157  Stock options exercised 6,201 — — 448 5,753 — —
(1,422) Treasury stock cancellations (13,279) (13,238 — (4) {11} (26) —
1,865 QOther 28,351 — 24,898 5 67 3,381 —
57,337,158  Balance at December 31, 2000 1,756,972 210,961 (107,911) 143343 454,849 1,074,228 (18,498)
Comprehensive income (loss)
Net loss (42,501) — — — — {42,501) —
Other comprehensive loss,
net of tax
Cumulative foreign currency
translation adjustment (9,014) — — — — — (9,014)
Cash flow hedges (2,907) — — — — — (2,907}
Minimum pension liahility
adjustment (109,382} — — — — — {109,382}
QOther comprehensive loss {121,303 — — — — — {121,303}
Comprehensive loss $ (163,804)
Cash dividends declared -
Commeon stock {34,653 — — — — (34,653 —
Preferred stock {15,180) — — — — {15,180} —
717,639  Stock options exercised 21,735 — — 1,794 19,941 — —
{3,940} Treasury stock cancellations {9,460 (9,335) — (10) {31) (84) —
10,905  Other 22,743 — 27,022 27 (7.807) 3,501 —

58,061,762 Balance at December 31, 2001 $1,578,353  $201,626 $(80,889) $145,154 $466,852 $985,311 $(139,801)

The accompanying notes are an integral part of these financial statements.
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1. Summary of Significant Accounting
Policlies

O Momenclature. Beginning with our 2001 Annual Report, we
have changed our company trade name to Boise and the names of
our reportable business segments to Gffice Solutions, Building
Salutions, Paper Solutions, and Corporate and Other. Previously, we
have referred to Boise Cascade Corporation and the office products,
building products, paper and paper products, and corporate and other
segments.

[ Consolidation and Use of Estimates. The financial state-
ments include the accounts of the company and all subsidiaries after
elimination of intercompany balances and transactions. The prepara-
tion of financial statements in conformity with accounting principles
generally accepted in the United States requires management to
make estimates and assumptions that affect the reported amounts
of assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting
period. Actual results may vary from those estimates.

C Foreign Currency Translation. Local currencies are considered
the functional currencies for most of our operations outside the
United States. Assets and liahilities are translated into U.S. dollars at
the rate of exchange in effect at the balance sheet date. Revenues
and expenses are translated into U.S. dollars at average monthly
exchange rates prevailing during the year. Resulting translation
adjustments are included in “Accumulated other comprehensive
income (loss).” The foreign exchange losses reported in the
Statements of Income {Loss) rose primarily from transaction adjust-
ments where the U.S. dollar is the functional currency (see Note 10).

! Revenue Recognition. We recognize revenue when title to the
goods sold passes to the buyer.

0 Cash and Cash Equivalents. Cash equivalents consist of
short-term investments that have a maturity of three months or less
at the date of purchase.

U Inventory Valuation. Inventories are valued at the lower of
cost or market. Cost is based on the last-in, first-out {LIFO) method of
inventory valuation for raw materials and finished goods inventories
at most of our domestic wood products and paper manufacturing
facilities. Manufactured inventories include costs for materials, labor,
and factary overhead. Approximately 30% of our inventories are
accounted for under this method. In 2001, inventory quantity reduc-
tions caused a liquidation of LIFO inventory valugs. The effect of this
liguidation was to reduce our pretax loss by $9.0 million, or 10 cents
per basic and diluted share. For all other inventories, cost is based on
the average or first-in, first-out (FIFQ) valuation method.

Inventories include the foliowing:

{thousands)
Finished goods and work in process $507,223 $683,030
Logs 62,390 87,176
Other raw materials and supplies 135,796 141,888
LIFO reserve (52,458) (64,265)
$652,953 $747,823

U Property. Property and equipment are recorded at cost. Cost
inciudes expenditures for major improvements and replacements and
the net amount of interest cost associated with significant capital
additions. Capitalized interest was $1.9 miltion in 2001, $1.5 million
in 2000, and $0.2 million in 1999. Gains and losses from sales and
retirements are included in income as they occur. Most of our paper
and wocd products manufacturing facilities determine depreciation
by the units-of-production method; other operations use the straight-
line methad.

Depreciation is computed over the following estimated useful lives:

20 to 40 years
510 10 years
410 20 years

10 to 40 vyears

Buildings and improvements

Furniture and fixtures

Machinery, equipment, and delivery trucks
Leasehold improvements

O Timber and Timberlands. Timber and timberlands are stated
at cost, less the accumulated cost of timber previously harvested.
The vast majarity of our timberlands are long-rotation, which have
growing cycles averaging over 40 years. Capitalized costs for these
timberlands include site preparation, seeding, and planting. Other
casts, including thinning, fertilization, pest control, herbicide applica-
tion, leases of timberland, property taxes, and interest costs, are
expensed as incurred. At our short-rotation fiber farms, which have
growing cycles averaging seven years, costs of planting, thinning,
fertilization, pest cantrol, herbicide application, and irrigation are
capitalized in accordance with accounting requirements for agricul-
tural products, which this timber mare closely resembles. Costs of
administration, insurance, property taxes, and interest are expensed.
We charge capitalized costs, excluding land, against revenue at the
time the timber is harvested, based on annually determined depletion
rates. These charges are included in “Depreciation, amartization, and
cost of company timber harvested” in the accompanying Statements
of Income (Loss).

For each of our facilities, we identify a geographic area from which
we can econamically deliver timber to the facility. We determine
depletion rates for our timber ownership in each of these geographic
areas. Depletion rates are calculated at the end of each year based
on the capitalized costs and the estimated volume of timber that is
mature enough to be harvested and processed. The estimated avail-
able valume is computed by adding an estimate of current-year
growth to the prior-year ending balance, less the current-year
harvest. We test periodically, and revise when appropriate, the
volume and growth estimates, using statistical sampling technigues



and data from monitored growth plots. The rate calculated at the end
of the year is used to calculate the cost of timber harvested in the
subsequent year. We do not change our accounting when the timber
reaches maturity or when harvesting begins. Logging roads are
amortized over their expected useful lives or as related timber is
harvested.

We acquire a portion of our wood requirements from cutside sources.
Except for deposits required pursuant to wood supply contracts, no
amounts are recorded until we become ohligated to purchase the
timber. At December 31, 2001, based on average prices at the time,
the unrecorded amount of those contracts was estimated to be
approximately $29 million.

O Goodwill and Intangible Assets. Goodwill represents the
excess of purchase price and retated costs over the value assigned
to the net tangible and intangible assets of businesses acquired.
Goodwill is amortized on a straight-line basis over its expected useful
life, not to exceed 40 years. Goodwill, net of amortization, totaled
$385.2 million and $396.8 million at December 31, 2001 and 2000.
Intangible assets represent the values assigned 1o noncompete
agreements, customer lists and relationships, and exclusive distribu-
tion rights of businesses acquired. Intangible assets are amortized
on a straight-line basis over their expected useful lives, which range
from three years to 20 years. Intangible assets, net of amortization,
totaled $23.1 million and $6.5 million at December 31, 2001 and
2000. Periodically, we review the recoverability of goodwill and
intangible assets. The measurement of possible impairment is based
on the ability to recover the halance of the goodwill and intangible
assets from expected future operating cash flows on an undiscounted
basis. Amartization expense was $12.9 millicn in 2001, $14.9 mitlion
in 2000, and $15.1 million in 1999. See "New Accounting Standards”
in Note 1 for changes in accounting for goodwill.

O Investments in Equity Affiliates. We use the equity method to
account for investments in which we have more than a passive invest-
ment but do not control. We periodically review the recoverability of
investments in equity affiliates. The measurement of passible impair-
ment is based on the estimated fair value of our investment (see Note 7).

O Deferred Software Costs. We defer software costs that
benefit future years. These costs are amortized on the straight-line
method over the expected life of the software. “Other assets” in the
Balance Sheets includes deferred software costs of $67.8 million
and $59.7 million at December 31, 2001 and 2000. Amortization of
deferred software costs totaled $20.3 million, $15.4 million, and
$12 .6 million in 2001, 2000, and 1999.

O Environmental Remediation and Compliance. Environmental
expenditures resulting in additions to property and equipment that
increase useful lives are capitalized, while other environmental
expenditures are charged to expense. Liabilities are recorded when
assessments and/or remedial efforts are probable and the cost can

be reasonably estimated. We accrue for landfill closure costs over
the periods that benefit fram the use of the landfill. These environ-
mental liabilities are not discounted.

O Research and Development Costs. Research and develop-
ment costs are expensed as incurred. During 2001, research and
development expenses were $4.8 million, compared with $5.1 million
in 2000 and $3.6 millign in 1999.

O Advertising and Catalog Costs. We expense the cost of
advertising, except for catalog costs. The costs of producing and
distributing sales catalogs are capitalized and charged to expense
in the periods in which the related sales occur. Advertising expense
was $45.0 million in 2001, $74.2 million in 2000, and $83.7 million
in 1999 and is recorded in “Selling and distribution expenses.”
Capitalized catalog costs, which are included in “Other current
assets,” totaled $13.1 million at December 31, 2001, and $12.9 mil-
lion at December 31, 2000.

O New Accounting Standards. In July 2001, the Financial
Accounting Standards Board {FASB) issued Statement of Financial
Accounting Standards (SFAS) Na. 141, Business Combinations, and
SFAS No. 142, Goodwill and Gther Intangible Asssts. The provisions
of Statement No. 141 became effective July 1, 2001. The provisions
of Statement No. 142 became effective January 1, 2002.

Statement No. 141 should have little impact on us. We have used
the purchase method to account for recent acquisitions, which is
continued under the new standard. Statement No. 142 requires us to
assess our acquired goodwill for impairment annually. We will com-
plete that initial assessment, in accordance with the provisions of the
standard, in 2002. We also stopped amortizing goodwill January 1,
2002. For the year ended December 31, 2001, amortization of good-
will that will no longer be required totaled $10.1 million pretax,

or 14 cents per diluted share.

in August 2001, the FASB issued SFAS No. 143, Accounting for
Asset Retirement Obligations. This statement addresses financial
accounting and reporting obligations associated with the retirement
of tangible long-lived assets and the assaciated asset retirement
costs. Under the new statement, we will record both an initial asset
and a liability for estimated costs of legal obligations associated with
the retirement of long-lived assets. The initial asset will be depreci-
ated over the expected useful life of the asset. This statement will
change our accounting for landfill closure costs. We currently accrue
the estimated costs of closure over the expected useful life of the
landfil. These costs have not been material in any individual year.
We are assessing the impact of this statement on our results

of operations and financial position. We will adopt this statement
January 1, 2003.

In August 2001, the FASB issued SFAS No. 144, Accounting for
the Impairment or Disposal of Long-Lived Assets. This statement

=
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addresses financial accounting and reporting for the impairment
or disposal of long-lived assets. We adopted this statement
January 1, 2002. it should not have a significant impact on our
results of operations or financial position.

2. Vet lncome (Loss]) Per Commen Share

Net income (loss) per common share was determined by dividing
net income (loss), as adjusted, by applicable shares outstanding. For
2001, the computation of diluted net loss per share was antidilutive;
therefore, the emounts reported for basic and diluted loss were

the same.

Jear Ended December31

2001 7000 " 195
(thousands, except per-share amounts)

Basic
Net income {loss) $(42,501) 8178574  $183,753
Preferred dividends®! (13,085) (13,095) {13,559)
Basic income {loss) $(55,586) $165,479  $186,194
Average shares used to

determine basic income

(loss) per common share 57,680 57,288 56,851

Basic income (loss) per common share $ (98 $ 28 § 327

Diluted

Basic income (loss) $(55,586)  $165479  $186,194
Preferred dividends eliminated —_ 13,095 13,559
Supplemental ESOP contribution — (11,192) {11,588)
Diluted income {loss}®! $(55,585) §167,382  $188,165

Average shares used to

determine basic income

{loss) per common share 57,680 57,288 56,861
Stock options and other — 253 419
Series D Convertible Preferred Stock — 3.872 4139
Average shares used to

determine diluted income (loss)

per common share ¢! 57,680 61,413 61,419
Diluted income {loss)
per common share $ (9) $ 273 § 306

@) The dividend attributable to our Series D Convertible Preferred Stock held by our
ESOP {employee stock ownership plan) is net of a tax benefit.

o} Adjustments totaling $1,347,000 in 2001, which reduced the basic Ioss to arrive
at diluted loss, were excluded because the calcutation of diluted foss per share
was antidilutive. Also in 2001, 4,117,000 potentially dilutive commaon shares were
exctuded from average shares because they were antidilutive.

Options to purchase 2,917,000, 2,782,000, and 1,435,000 shares of common stock
were outstanding during 2001, 2000, and 1999 but were not included in the compu-
tation of diluted earnings per share because the options’ exercise prices were
greater than the average market price of the common shares. Forward contracts

to purchase 5,237,000 shares of common stock were outstanding during 2001 but
were not included in the computation of diluted earnings per share because the
strike price was greater than the market price of the comman shares. No similar
forward purchase contracts were outstanding in 2000 or 1999.

=3

3. Other (neeme) Erpense, Net

“Other (income) expense, net” includes nonroutine and miscellaneous
income and expense items. In first quarter 2001, our Corporate and

Other segment recorded a $10.9 million pretax, noncash charge to
accrue for a one-time liability related to pastretirement benefits for
our Northwest hourly paperwarkers. These workers participated in

a multiemployer trust that converted to a single employer trust. In
October 1993, we sold 56,000 acres of timberland in central Washington.

The components of “Other {income) expense, net” in the Statements
of Income (Loss) are as follows:

{thousands)

Write-down of equity investment
(Note 7) $ 54,261 &8 - 5 —
Sale of European operations (Note 14) (5,000) (98.618) —
Restructuring activities {Note 13} 57,929 — (37.022)
Sale of timberlands — — (45,981}
Sales of receivables (Note 6) 8,372 9,317 5474
Postretirement benefits 10,871 — —
Other, net 3,027 5,766 822
$129,460 $(83,535)  §(77,707)

& Imeome TaRes

The income tax (provision) benefit shown in the Statements of Income
{Loss) includes the following:

Current income tax (provisian) benefit

Federal $ {926) §$ (337382) § (15,245)
State {2,296) (14,059) {2,077)
Foreign {8,588) (10,422) (13,477)
{11,808) (57,883) (30,799)

Deferred income tax (provision) benefit
Federal 12,601 (54,788) (96,716)
State 4,701 (1,336) (18,035)
Foreign — (2,362} 3,174
17,302 (58,486) ({111,577}
Total income tax (provision) benefit $ 5,49¢  $(115,343) $(142,376)

During 2001, 2000, and 1999, we made cash payments, net of refunds
received, of $13.0 million, $48.6 million, and $14.3 million.

A reconciliation of the statutory U.S. federal tax (provision) benefit
and our reparted tax {provision) benefit is as follows:

(tousands)

Statutory tax {provision) benefit $16.664  $(104,416) $(124,579)
State taxes 1,563 {10,007} (13,073)
Fareign tax provision

different from theoretical rate (2,877} (9,723) (4,407)
Charitable contributions 4725 6,828 —
Nondeductible write-down of assets (14,871} — —
QOther, net 290 969 (317)

Reported tax (provision} benefit $ 5494 $(116,34%) $(142,376)




At December 31, 2001, we had $99.4 million of alternative minimum
tax credits, which may be carried forward indefinitely.

The components of the net deferred tax liability in the Balance
Sheets are as follows:

{thousands}

Employee benefits $196533  $ 48333  §115457  § 38,644
Property and equipment

and timber and

timberlands 23,235 520,663 23,269 528,619
Alternative minimum tax 99,438 — 99,507 —
Reserves 16,578 — 11,782 —
Inventories 10,399 — 10,549 12
State income taxes 25,673 47,619 25,672 45,963
Deferred charges 1,613 6,405 5,348 7.641
Ditferences in bases

of investments 3,524 4,977 3,836 6,752
Other 40,316 32,613 27524 28,035

$417,303  $660,610  $322,944  $655,666

Pretax income (loss) from domestic and foreign sources is as follows:

Domestic $(59,105) $287,430 $336,386
Foreign 11,494 10,907 19,054
Pretax income (loss) $(47,611) $228,331 $355,940

At December 31, 2001, our foreign subsidiaries had $61.5 million
of undistributed earnings that had been indefinitely reinvested. It is
not practical to make a determination of the additional U.S. income
taxes, if any, that would be due upon remittance of these earnings
until the remittance occurs.

5. Leases

Lease ohligations for which we assume substantially all property
rights and risks of ownership are capitalized. All other leases are
treated as operating leases. We did not have any material capital
leases during any of the periods presented. Rental expenses for
operating leases were $62.2 million in 2001, $62.6 million in 2000,
and $61.2 million in 1999. For operating leases with remaining terms
of more than one year, the minimum lease payment requirements
are $44.7 million for 2002, $34.9 million for 2003, $27.7 million for

. 2004, $21.6 million for 2005, and $18.7 million for 2006, with total
payments thereafter of $236.0 million.

Substantially all lease agreements have fixed payment terms based
on the passage of time. Some lease agreements provide us with the
option to purchase the leased property. Additianally, some agree-
ments contain renewal options averaging ten years, with fixed pay-
ment terms similar to those in the original lease agreements.

B. Receivables

We have sold fractional ownership interests in a defined pool of
trade accounts receivable. At both December 31, 2001, and
December 31, 2000, $200 million of sold accounts receivable were
excluded from “Receivables” in the accompanying Balance Sheets,
compared with the December 31, 1999, balance of $100 million and
the December 31, 1998, balance of $79 million. The increase at
December 31, 2000, in sold accounts receivable of $100 million over
the amount at December 31, 1999, and the increase of $21 million at
December 31, 1999, over the amount at December 31, 1998, provided
cash from operations in 2000 and 1999. The portion of fractional
ownership interest retained by us is included in accounts receivable
in the Balance Sheets. This program consists of a revalving sale of
receivables committed to by the purchasers for 364 days and is sub-
ject to renewal. Costs related to the program are inciuded in “Other
{income) expense, net” in the Statements of Income {Lass). Under the
accounts receivable sale agreement, the maximum amount available
from time to time is subject to change based on the leve! of eligible
receivables, restrictions on concentrations of receivables, and the
historical performance of the receivables we sell.

At December 31, 2000, the receivables balance included a
$167.5 million note receivable due and paid on January 3, 2001,
from the sale of our European office products operations.

7. Imvestments In Equity Afillates

In October 2000, Office Solutions contributed the assets of Boise
Marketing Services, Inc. (BMSI), our majority-owned promotiona
products subsidiary, to IdentityNow. IdentityNow provides corporate
branded merchandise, promotional products, and related items for
Fortune 1000 companies. This transaction was accounted for as a
purchase business combination. IdentityNow issued shares of its
voting comman stock in exchange for the assets of BMSI. The assets
exchanged were nonmonetary. The comman stock of neither BMSI
nor identityNow is traded on a public exchange. Based on the post-
merger business plan and cash flow projections, the value of the
[dentityNow common stock received was equal to the value cf the
BMSI assets contributed. Accordingly, no gain or loss was recorded
on the transaction. As a result of the merger, we hold approximately
a 29% equity position in IdentityNow. We account for our invest-
ment under the equity method of accounting. Our investment in this
venture was $25.0 million and $92.4 million at December 31, 2001
and 2000. Sales for BMSI totaled $74.0 million prior to the merger in
2000 and $103.4 million in 1999,

In December 2001, we wrote down to its estimated fair value our
investment in IdentityNow. We recorded a noncash, pretax charge
of $54.3 million. We recorded a $4.6 million tax benefit related to
this write-down. In December, we received notice that the consoli-
dated group of which IdentityNow is a member is experiencing
tiquidity problems that could affect IdentityNow. In addition, the
promational products industry was hard hit in 2001 by the decline
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in the U.S. economy, as companies reduced their discretionary
spending. Also in December, IdentityNow provided us with revised
revenue projections showing fower sales for the company than previ-
ously estimated. Based on this information, we concluded that a
decline in the fair value of our investment in IdentityNow was more
than temporary. We wrote down our investment using a discounted
cash flow valuation method.

QOur other principal investment in affiliates, which we account for
under the equity method, is a 47% interest in Voyageur Panel, which
owns an oriented strand board plant in Barwick, Ontario, Canada. A
Canadian farest products manufacturer and two insurance companies
own the other equity interests. Our investment in this venture was
$36.1 million and $37.6 million at December 31, 2001 and 2000.
Buring 2001, Voyageur Panel had sales to Baise of $27.5 million,
compared with $32.4 million in 2000 and $34.3 million in 1999. We
have an agreement with Voyageur Panel under which we operate the
plant and market its product. During 2001, Voyageur Panel paid us
sales commissions of $1.9 million, compared with $2.6 million in
2000 and $3.0 million in 1939. Management fees paid to us by
Voyageur Panel were $1.1 million in 2001, compared with $1.0 mil-
lion in both 2000 and 1999. The debt of this affiliate, which totaled
$15.6 million at December 31, 2001, and $26.0 million at

Becember 31, 2000, has been issued without recourse to us. The
other sharehalders have the right to require Voyageur Panel to buy
their equity interests at fair market value. We have the right to buy
any shares sold back to Voyageur Panel before they are sold to other
investors.

Lang-term debt, almost all of which is unsecured, consists of the following:

9.85% notes, due in 2002

7.05% notes, due in 2005, net of unamortized discount of $158,000
9.45% debentures, due in 2009, net of unamortized discount of $176,000
7.35% debentures, due in 2016, net of unamortized discount of $75,000

e

B Dabt

At December 31, 2001, we had a revolving credit agreement with
23 major banks that permits us to borrow as much as $600 million
at variable interest rates based on the London Interbank Offered
Rate (LIBOR). At December 31, 2001, the rate was 2.2%. We have
entered into interest rate swaps related to $150 million of these
barrowings, which gave us an effective interest rate for the revolving
credit agreement of 3.8% at December 31, 2001 (see Note 10). The
revolving credit agreement contains financial covenants relating to
minimum net worth, minimum interest coverage ratio, and ceiling
ratio of debt to capitalization. Under this agreement, the payment of
dividends depends on the existence and amount of net worth in
excess of the defined minimum. Our net worth at December 31, 2001,
exceeded the defined minimum by $117.2 million. Borrowings under
this agreement were $250 million at December 31, 2001. When the
agreement expires in June 2002, any amount outstanding will be due
and payable. We are currently negotiating a new revalving credit
agreement.

At December 31, 2001 and 2000, we had $48.7 million and $52.0 mil-
lion of shart-term borrowings outstanding. The maximum amounts of
combined short-term borrowings outstanding during the years ended
December 31, 2001 and 2000, were $126.9 million and $173.1 miilion.
The average amounts of short-term borrowings outstanding during
the years ended December 31, 2001 and 2000, were $50.9 million
and $94.0 million. For 2001 and 2000, the average interest rates for
these barrowings were 4.6% and 6.7%.

(thousands)

Medium-term notes, Series A, with interest rates averaging 7.8% and 8.1%, due in varying

amounts annually through 2019

Revenue bonds and other indebtedness, with interest rates averaging 5.7% and 6.7%,
due in varying amounts annually through 2029, net of unamortized discount of $170,000

American & Foreign Power Company Inc. 5% debentures, due in 2030, net of
unamortized discount of $810,000
Revolving credit borrowings, with interest rates averaging 3.8% and 7.0%

Less current portion

Guarantee of 8.4% ESQOP debt, due in installments through 2004

$ 125,000 $ 125,000
149,842 149,795
149,824 149,801
124,825 124,919
353,005 368,005
283,249 269,163

18,400 19,407
250,000 550,000
1,454,245 1,756,080
391,379 41,314
1,062,866 1,714,776
80,889 107,911
$1,143,755 $1,822,687

8 The amount of net unamortized discount disclosed applies to long-term debt outstanding at December 31, 2001.




At December 31, 2001, we had $405 million of unused shelf
capacity registered with the SEC for additional debt securities. In
January 2002, we used $150 million of this capacity to sell 7.5%
notes due in 2008. We used praceeds from this sale to reduce
amounts outstanding under our revolving credit agreement and
short-term debt.

In March 2000, we retired $100 million of 9.9% notes. Qur $125 mil-
lion of 9.85% notes mature in June 2002 and are classified in current
portion of long-term debt at December 31, 2001,

The scheduled payments of long-term debt are $391.4 million in
2002, $125.6 million in 2003, $80.3 million in 2004, $214.9 million
in 2005, and $39.0 million in 2006. Of the total amount in 2002,
$250 miilion represents the amount outstanding at December 31,
2001, under our revelving credit agreement.

Cash payments for interest, net of interest capitalized, were
$130.0 million in 2001, $153.0 million in 2000, and $151.3 millicn
in 1999.

We have guaranteed the debt used to fund an employee stock
ownership plan (ESOP) that is part of the Savings and Supplemental
Retirement Plan for our U.S. salaried employees {(see Note 11). We
have recorded the debt in our Balance Sheets, along with an offset
in the shareholders’ equity section that is titled "Deferred ESOP
benefit." We have guaranteed tax indemnities on the ESOP debt.
The interest rate on the guaranteed debt is subject to adjustment
for events described in the loan agreement.

9. Company=-0bligated Wandatorily
Redeemable Securifies of Subsidiary
Trwst

In December 2001, Boise Cascade Trust | issued 3,450,000 7.5%
adjustable conversian-rate equity security units to the public at an
aggregate offering price of $172.5 million. Baise Cascade Trust | is a
statutary business trust wholly owned by the company. There are two
components of each unit. Investors received a preferred security
issued by the trust with a liquidation amount of $50, mandatorily
redeemable in December 2006. From each unit, investors receive a
quarterly distribution at the annual rate of 7.5%. The rate will reprice
in September 2004 based on then-market rates of return. Investors
also received a contract to purchase common shares of Boise for

$50 in December 2004. For each unit, investors will receive between
1.2860 and 1.5689 of our common shares, depending on the average
trading price of our common stock at that time. The units trade on the
New York Stock Exchange under ticker symbol BEP

The trust used the proceeds from the offering to purchase debentures
issued by Boise. These debentures are 7.5% senior, unsecured obliga-
tions that mature in December 2006. They carry the same payment
terms as the preferred securities issued by the trust. We irrevocably
guarantee the trust’s distributions on the preferred securities. Our

guarantee is senior and unsecured and is limited to the funds the
trust receives from the debentures. We used the proceeds from the
sale of the debentures to the trust to reduce amounts outstanding
under our revolving credit agreement and short-term debt.

The units are shown on our Balance Sheet as minority interest in the
caption “Company-obligated mandatorily redeemable securities of
subsidiary trust holding solely debentures of parent.” We report
distributions on the units, whether paid or accrued, as a charge

to “Minority interest, net of income tax” in our consolidated
Statements of Income (Loss).

10. Finameial Instruments

On January 1, 2001, we adopted SFAS Nao. 133, Accounting for
Derivative Instruments and Hedging Activities, as amended. Adoption
of this statement had no material impact on our results of operations
or financial position.

Changes in interest and currency rates expose the company to
financial market risk. Qur debt is predominantly fixed-rate. At
December 31, 2001, the estimated current market value of the com-
pany’s debt, based on then-current interest rates for similar obliga-
tions with like maturities, was approximately $62 million less than
the amount of debt reported in the Balance Sheet. The estimated fair
values of our other financial instruments, cash and cash eguivalents,
receivables, and short-term borrowings are the same as their carry-
ing values. In the opinion of management, we dao not have any
significant cancentration of credit risks. Concentration of credit risks
with respect to trade receivables is limited, due to the wide variety
of customers and channels to and through which our products are
sold, as well as their dispersion across many geographic areas.

We have only limited involvement with derivative financial instru-
ments and do not use them for trading purposes. Financial instru-
ments such as interest rate swaps, rate hedge agreements, forward
purchase contracts, and forward exchange contracts are used period-
ically to manage well-defined risks. Interest rate swaps, rate hedge
agreements, and forward purchase contracts are used to hedge
underlying debt obligations or anticipated transactions. For qualifying
hedges, the interest rate differential is reflected as an adjustment to
interest expense over the life of the swap or underlying debt. Gains
and losses related to qualifying hedges of foreign currency firm com-
mitments and anticipated transactions are deferred and recognized
in income or as adjustments of carrying amounts when the hedged
transactions occur. Unrealized gains and losses on all other forward
exchange contracts are included in current-period net income.

At December 31, 2001, we had forward exchange contracts that
were purchased to mitigate exchange risk related to 187.7 million
New Zealand dollar-denominated receivables. Exchange gains and
losses on the farward exchange contracts partially offset exchange
gains and losses on the receivables. These contracts mature in
February 2002 and had a notional amount in New Zealand dollars
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of 160.0 million, a weighted average contractual exchange rate of
0.4138, and a fair value of ${0.4) million at December 31, 2001,
based on the spot rate on that date. Valuation gains and losses on
these contracts are recognized in income as they occur.

In February 2001, we entered into two interest rate swaps with
notional amounts of $50 million each, maturing in February 2003
and February 2004. Also, in November 2001, we entered into an
interest rate swap with a notional amount of $50 million, maturing
in November 2004. The swaps hedge the variable cash flow risk
from the variable interest payments on $150 million of our current
and anticipated future revolving credit agreements. The effective
fixed interest rates resulting from the swaps are 5.4%, 5.6%, and
3.5%. The fair value of these swaps, net of taxes, is recorded in
“Accumulated other comprehensive income (loss)” and then reclas-
sified to interest expense as interest expense is recognized on the
revolving credit agreement. Amounts reclassified in 2001 totaled
$1.4 million. Assuming no change in interest rates, $2.9 million
would be reclassified in 2002. Ineffectiveness related to these
hedges was not significant.

We are exposed to modest credit-related risks in the event of non-
performance by counterparties to these forward exchange contracts
and interest rate swaps. However, we do not expect the counter-
parties, which are all major financial institutions, to fail to meet
their obligations.

11 Relfrement and Beneft Plans

Most of our employees are covered by noncontributory defined
benefit pension plans. The pension benefit for salaried employees is
based primarily on the employees’ years of service and highest five-

year average compensation. The benefit for hourly employees is gen-

erelly based on a fixed amount per year of service. Our contributions
to our pension plans vary from year to year, but we have made at
least the minimum contribution required by law in each year. The
assets of the pension plans are invested primarily in common stocks,
fixed-income securities, and cash equivalents.

We also spansor cantributory savings and supplemental retirement
plans for most of our salaried and hourly employees. The program
for salaried employees includes an employee stock awnership plan.
Under that plan, our Series D ESOP convertible preferred stock (see
Note 12) is being allocated to eligible participants through 2004, as
principal and interest payments are made on the ESOP debt guaran-
teed by the company. Total expense for these plans was $27.9 mil-
lion in 2001, $26.2 million in 2000, and $24.2 million in 1999.

The type of retiree health care benefits and the extent of coverage
vary based on employee classificatian, date of retirement, locatian,
and other factors. All of our postretirement health care plans are

unfunded. We explicitly reserve the right to amend or terminate our

retiree medical plans at any time, subject only to constraints, if any,
imposed by the terms of collective bargaining agreements. Accrual of
costs pursuant to accounting standards does not affect, or reflect,
our ability to amend or terminate these plans. Amendment or termi-
nation may significantly impact the amount of expense incurred.

For measurement purpeses, a 6.25% annual rate of increase in the
per capita cost of covered health care benefits was assumed for
2001. The initial 1992 trend rate for medical care costs was 8.5%,
which was assumed to decrease ratably over the following ten years
t0 6%. A 1% increase in the trend rate for medical care costs would
have increased the December 31, 2007, benefit obligation by

$4.0 miflion and postretirement health care expense for the year
ended December 31, 2001, by $0.4 million. A 1% decrease in the
trend rate for medical care costs would have decreased the
December 31, 2001, benefit obligation by $3.4 million and past-
retirement health care expense for the year ended December 31,
2001, by $0.3 million.

The following table, which includes only company-sponsored plans,
reconciles the beginning and ending balances of our benefit
obligation:

Change in benefit obligation
Benefit abligation at

beginning of year $1,379 $1,30 $91 §74
Service cost 34 31 1 1
Interest cost 97 92 7 6
Amendments 2 25 8 1
Actuarial loss 37 8 2 7
Canadian obligations — — (1 10
Closures and curtailments 7 1 — —
Benefits paid (84) (79) (10) (8)
Benefit obligation

atend of year $1,472 $1,379 $98 $31

The following table reconciles the beginning and ending balances of
the fair value of plan assets:

o BeneHts

P ([
{millions)
Change in plan assets

Fair value of

plan assets at

beginning of year $1,264 $1,334 $— $—
Actual return on

plan assets (51) 4 — —
Employer contribution 18 3 — —
Benefits paid (82) (77) — —
Fair value of plan assets

at end of year $1,149 $1,264 $— $—




The following table shows the aggregate funded status of our plans, The fallowing table shows the amounts recognized in our Balance
including amounts not recognized and recognized in our Statements of  Sheets. Assets are included in “Cther assets,” and liabilities are
Income {Loss). The funded status changes from year to year based on included in “Other long-term liabilities.”

the investment return from plan assets.

" PensionBenefits | Other Benehtis
2000

{millions}

milions) ' Prepaid benefit cost $ 52 $ 52 §— $—

Funded status $1323) $(115) $(98) $(31)  Accrued benefit liability (268) (85) {81) (83)
Unrecognized actuarial loss 304 89 8 B intangible asset ! 48 — —
Unrecognized transition Accumulated other

obligation — — 5 9 comprehensive
Unrecognized prior income {loss),

service cost 4 49 (6) (7) befare tax 197 18 — —
Net amount recognized s 22 § 23 $(31) $(83)  Net amount recognized $ 22 $23 $(91) $(83)

The assumptions used in accounting for our plans are estimates of factors that will determine, among other things, the amount and timing of
future benefit payments. The following table presents the assumptions used:

O o 2000

Weighted average assumptions as of December 31

Discount rate 7.25% 1.25% 1.25% 7.25% 7.25% 1.25%
Expected return on plan assets 9.75% 8.75% 9.75% — — —
Rate of compensation increase 4.75% 4.75% 4.75% — — —

The components of net periodic benefit cost are as follows:

~ " Pension Benefits” | “Dthier'Benefits
oo 20000 e o999 ke ph e i 2000 e D000 ]
{thousands) {thousands)

Service cost $ 33,862 § 31,304 $ 3267 $1,283 $1.290 $ 830
Interest cost 97,343 92,236 87,580 6,758 6,310 5170
Expected return on plan assets (127,414) {125,327} (119,048) — — —
Recognized actuarial (gain) loss 266 331 816 222 48 {260)
Amortization of prior service costs and other 6,514 5,741 4,327 (1,865) (1.677) {2.320)
Company-sponsored plans 10,571 4,285 5,844 6.398 5,971 3.420
Multiemployer pension plans 573 533 549 — — —

Net periodic benefit cost $ 11,144 $ 4818 $ 6,393 $ 6,398 $5,97 $ 3,420

37



Retes to Financial Statements

Boise and Subsidiaries

The projected benefit obligation, accumulated benefit obligation,
and fair value of plan assets for the pension plans with accumulated
benefit obligations in excess of plan assets were §1.5 hillion,

$1.4 billion, and $1.1 billion as of December 31, 2001, and $543 mil-
lion, $534 miltion, and $448 million as of December 31, 2000.

12 Sharehelders” Equity

C Preferred Stock. At December 31, 2001, 4,480,580 shares of
7.375% Series D ESOP convertible preferred stock were outstanding.
The stock is shown in the Balance Sheets at its liquidation prefer-
ence of $45 per share. The stock was sold in 1989 to the trustee of
our ESOP for salaried employess and will be allocated to eligible

participants through 2004 (see Note 11). Of the total shares gutstand-

ing, 3,105,582 shares have been allocated to participants of the plan.
Each ESQP preferred share is entitled to one vote, hears an annual
cumulative dividend of $3.31875, and is convertible at any time by
the trustee to 0.80357 share of common stock. The ESOP preferred
shares may not be redeemed for less than the ligquidation preference.

O Common Stock. We are authorized to issue 200,000,000 shares
of common stock, of which 58,061,762 shares were issued and out-
standing at December 31, 2001. Of the unissued shares, 18,478,345
shares were reserved for the following:

38

Conversion or redemption of Series D ESOP preferred stock 3,600,459
Issuance under Key Executive Stock Option Plan 9,009,698
Issuance under Director Stock Compensation Plan 77,297

Issuance under Director Stack Option Plan 187,500
Issuance under Key Executive Deferred Compensation Plan 190,681
Issuance under Adjustable Conversion-Rate Equity Security Units 5412,710

We have a shareholder rights plan that was adopted in December
1988, amended in September 1990, and renewed in September 1997.
The renewed rights plan became effective in Becember 1998 and
expires in December 2008. Details are set forth in the Renewed
Rights Agreement filed with the SEC on November 12, 1997,

0 Accumulated Other Comprehensive Income {Loss). At
December 31, 2001, the balance in the Statements of Shareholders’
Equity for "Accumulated other comprehensive income (loss)” consisted
of a minimum pension ligbility adjustment of $(120.1) million, a cumu-
ative foreign currency translation adjustment of ${16.8) million, and

cash flow hedges of §(2.9) million. These amounts are net of income
taxes calculated at a rate of approximately 39%.

O Steck Units. We have a deferred compensation program for our
executive officers that allows them to defer a portion of their cash
compensation. They may choose to allocate their deferrals to a stock
unit account. Each stock unit is equal in value to one share of our
common stock. We match deferrals used to purchase stock units with
a 25% company allocation of stock units. Allocated stock units accu-
mulate imputed dividends in the form of additional stock units equal
to dividends on common stock that are charged to compensation
expense. We will pay out the value of deferred stock unit accounts
in shares of our common stock when an officer retires or terminates
employment. At December 31, 2001, 71,134 stock units were allo-
cated to the accounts of these executive officers.

[ Stock Options. We have three stock option plans: the BCC

Key Executive Stock Option Plan (KESQOP), the BCC Director Stock
Compensation Plan (DSCP), and the BCC Director Stock Option Plan
{DSOP). Sharehalders have approved all of our stock option plans.
Prior to 2000, Boise Cascade Office Products (BCOP) had two stock
option plans. The BCOP plans were terminated in conjunction with our
purchase of the outstanding minority shares of BCGP in April 2000.
We account for these plans under APB Opinion Na. 25, Accounting for
Stock Issusd to Employees. Under this opinion, compensation costs
recognized in 2001, 2000, and 1999 were $0.3 million in each year.

If compensation costs for these plans had been determined in
accordance with SFAS No. 123, Accounting for Stock-Based
Compensation, net income (loss) and net income {loss} per share
would have changed to the unaudited pro forma amounts noted
belaw:

Net income {loss)

As reported $(42,501) $178,574 $199,753
Pro forma (54,332) 171,533 192,968
Income {loss) per share — basic

As reported $ (.96) $2.89 $3.27
Pro forma {1.17) 277 3.15
Income (loss) per share — diluted

As reported $ {.98) $§273 $3.06
Pro forma {1.17) 2.62 2.95




The KESOP pravides for the grant of options to purchase shares of
our common stock to key employees of the company. The exercise
price is equal to the fair market value of our common stock on the
date the cptions are granted. Options expire, at the latest, ten years
and one day foliowing the grant date.

The 6,960,092 options outstanding at December 31, 2001, have exer-
cise prices between $18.125 and $43.875 and a weighted average
remaining maximum term of 7.15 years.

The fair value of each option grant is estimated on the date of grant
using the Black-Scholes option pricing model with the following
weighted average assumptions used for grants in 2001, 2000, and
1999: risk-free interest rates of 5.4%, 6.0%, and 5.8%; expected divi-
dends of 60 cents per share for each year; expected lives of 4.3 years
for 2001 and 4.2 years for 2000 and 1939; and expected stock price
volatility of 30% for each vear,

The DSOP available only to nonemployee directors, pravides for
annual grants of options. The exercise price is equal to the fair mar-
ket value of our common stock on the date the options are granted.

Options expire the earlier of three years after the director ceases

tc be a director or ten years after the grant date. Total shares subject
to options at December 31, 2001, 2000, and 1999, were 133,000,
112,000, and 84,000, with weighted average exercise prices of
$33.79, $32.81, and $34.97.

The DSCP permits nonemployee directors to elect to receive grants of
options to purchase shares of our common stock in lieu of cash com-
pensation. The difference between the $2.50-per-share exercise price
of DSCP options and the market value of the common stock subject
to the options is intended to offset the cash compensation that par-
ticipating directors elect not to receive. Options expire three years
after the holder ceases to be a director. Total shares subject to
options at December 31, 2001, 2000, and 1999, were 63,326, 51,953,
and 45,091,

Under each of the plans, excluding the DSCP, options may not, except
under unusual circumstances, be exercised until one year following
the grant date. Under the DSCP, options may be exercised six manths
after the grant date.

A summary of the status of the KESCP at December 31, 2001, 2000, and 1999, and the changes during the years then ended is presented in

the table below:

T

Balance at beginning of year 5,843,306 $31.76
Options granted 1,920,201 35.60
Options exercised {710,625) 2659
Options expired {92,790 38.42
Balance at end of year 6,360,092 3326
Exercisable at end of year 5,039,897 32.36

Weighted average fair value
of options granted

{Black-Scholes) $10.21

Wid. Avg.
Ex. Price
it g i G Bl T i
4,354,943 $33.56 4,321,756 $32.47
1,746,813 2121 1,016,200 37.37
(172,350) 3049 (836,605) 31.46
(86,100 33.33 (146,408) 39.69
5,843,306 31.76 4,354,943 33.56
4,096,493 33.69 3,338,743 32.40
$7.61 $10.95
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13- Restructuring Activities

In February 2001, we announced the permanent closure of our ply-
waod and lumber operations in Emmett, Idaha, and our sawmill in
Cascade, Idaho, due to the significant decline in federal timber
offered for sale. We completed these closures in the second quarter,
and 373 positions were eliminated. In first quarter 2001, we recorded
a pretax charge of $54.0 million related to these closures. Sales for
our ldahc operations for the years ended December 31, 2001, 2000,
and 1999, were $66.0 million, $115.8 million, and $138.6 million. The
operating loss for these operations for the year ended December 31,
2001, was $5.8 million, while operating income for the years ended
December 31, 2000 and 1999, was $2.2 million and $15.4 million.

In first quarter 2001, we wrate off our investment in assets in Chile
with a pretax charge of $4.9 million. We recorded both of these
charges in our Building Solutions segment and in "Other {income)
expense, net” in the Statement of Income (Loss) for the year ended
December 31, 2001.

Restructuring reserve liability account activity related to these 2001
charges is as follows:

© Asset Employée- ~ Ofher 3

Write-

Related i 2

e owas . o Costs
{thousands)

2007 expense recorded $ 21,300 $15000 $22,800 $58900
Assets written down (21,300) — — (21,300)
Pension liabilities recorded — (9,600} — (9,600)
Charges against reserve — (5,000} {10,700) {15,100}
Restructuring reserve at

December 31, 2001 $ — $ 400 $12500 $12,900

Asset write-downs were for plant and equipment at the Idaho facil-
ities and the write-off of our equity investment in and related receiv-
ables from a joint venture in Chile. Employee-related costs include
pension curtailment costs rising from the shutdowns of the Idaho
facilities and severance costs. Other exit costs include tear-down and
environmental cleanup costs related to the Idaho facilities and
reserves for contractual obligations with no future benefit. These
restructuring reserve liabilities are included in “Accrued liabilities,
other” in the accompanying Balance Sheet.

In 1998, we recorded restructuring charges totaling $118.9 million
related to the closure of four wood products mills and companywide
cost-reduction and restructuring initiatives. In 1999, we decided to
continue operations at two of the four mills and revised other esti-
mates, resulting in pretax income of $37.8 million. During third quar-
ter 2001, we revised the amount of this restructuring reserve. Our
estimated cleanup costs were less than anticipated, so we reversed
$1.0 million of charges related to this reserve, which increased pre-
tax income. This restructuring is almost complete, with the exception

of a few ongoing severance payments and cleanup costs. As a
result of the 1998 restructurings, 615 employees left the company.
Remaining reserves included in “Accrued liabilities, other” at
December 31, 2001, totaled $1.6 million, compared with $3.9 million
at December 31, 2000.

An analysis of total restructuring reserve liability account activity is
as follows:

{thousands)

Balance at beginning of year $ 3,900 $ 9300  $45,200
Current-year reserves
Charges to income 28,000 — —
Reclass from other accounts — — 2,700
Proceeds from sales of assets — — 1,700
Charges against reserve (16,400) {5,400 (13,700)
Reserves credited to income (1,000) — {27,600)
Balance at end of year $1450¢ $ 35800 $ 9300

14}, Office Scluticns

In April 2000, we completed a tender offer for the outstanding com-
mon stock of Boise Cascade Office Products Corporation (BCOP)
owned by shareholders other than Boise. BCOP again became a
wholly owned subsidiary of Boise. The purchase price, including
transaction costs and payments to shareholders and stock option
holders, totaled $216.1 million. It was funded by short-term borrow-
ings and by borrowings under our revolving credit agreement.

In 2001, 2000, and 1999, we made various acquisitions, all of which
were accounted for under the purchase method of accounting.
Accordingly, the purchase prices were allocated to the assets
acquired and liabilities assumed based on their estimated fair values.
The initial purchase price allocations may be adjusted within one year
of the date of purchase for changes in estimates of the fair value of
assets and liabilities. Such adjustments were not, and are not
expected to be, significant to our results of operations or financial
position. The excess of the purchase prices over the estimated fair
values of the tangible and intangible net assets acquired were
recorded as goodwill. The results of operations of the acquired
businesses are included in our operations following the dates of
acquisition.

We acquired one office products business in 2001, two businesses in
2000, and two in 1999. Amounts paid, acquisition liabilities recorded,
and debt assumed for these acquisitions are as follows:

. ey 500

{thousands)
Cash paid $4,655 $115,666 $9,369
Acguisition liabilities recorded 3,000 13,874 71,237

Debt assumed — 144 —




In September 2000, we sold our European office products operations
to Guilbert S.A. of France for $335.3 million. After debt repayments
of $17.2 million, we received $158.5 million in 2000 and a final pay-
ment, net of forward exchange contracts, of $159.6 million in early
January 2001. The sale resulted in a pretax gain for the year ended
December 31, 2000, of $98.6 million. In 2001, we reversed $5.0 mil-
lion of reserves for potential claims rising from the sale. Based aon
our current evaluation, these reserves were no longer needed. The
gain on the sale and reversal of reserves were recorded in “Other
{income) expense, net” in the accompanying Statements of Income
(Loss) and in the Office Solutions segment. Our sales for these opera-
tions for the years ended December 31, 2000 and 19989, totaled
$241.8 million and $324.0 miltion.

In Cctober 2000, we acquired the Blue Star Business Supplies Group
of US Office Products (Blue Star), a distributor of office and educa-
tional supplies in Australia and New Zealand, for $114.7 million in
cash and the recording of $13.2 million in acquisition liabilities. We
have closed nine acquired distribution centers and will close nine
more in 2002. Approximately 230 employees have been terminated.
Another 160 employees will be terminated during 2002. The acquisi-
tion liability balance was $5.0 million at December 31, 2007. Blue
Star had sales of approximately $300 million for its fiscal year ended
April 29, 2000.

On a pro forma basis, if our 2000 acquisitions and divestitures

had occurred on January 1, 2000, sales for that year would have
decreased about $85 million, while net income and diluted earnings
per share would not have materially changed. If our 2000 acquisitions
and divestitures and our 1999 acquisitions had occurred on January 1,
1999, sales for 1999 would have decreased about $81 million, but net
income would have increased about $6.6 million and basic and diluted
earnings per share would have increased about 12 cents and 11 cents.
This unaudited pro forma financial information does not necessarily
represent what would have occurred if the transactions had taken
place on the dates assumed.

As a result of these acquisitions, shart-term acquisition liabilities
of $7.3 million at December 31, 2001, and $10.7 million at
December 31, 2008, were included in “Other accrued liabilities.”
There were no significant long-term acquisition liabilities at
December 31, 2001, or December 31, 2000.

15. Building Soluticns Acquisitions

In June 2000, we acquired Alliance Forest Products-Joists, Inc.
{AllJoist). Formerly a subsidiary of Alliance Forest Products, Inc.,
AllJoist operates a wood I-joist manufacturing plant in St. Jacques,
New Brunswick, Canada. The purchase price was $14.6 million

in cash.

In September 1999, we acquired Furman Lumber, Inc. (Furman),

a U.S. building materials distributor headquartered in Billerica,
Massachusetts, with 12 locations in the East, Midwest, and South.
The purchase price was approximately $92.7 million, including
$90.2 million in cash and the assumption of $2.5 million in debt.

These acquisitions were accounted for under the purchase method of
accounting. Accordingly, the purchase prices were allocated to the
assets acquired and liabilities assumed based on their estimated fair
values. The excess of the purchase prices over the estimated fair val-
ues of the net assets acquired were recorded &s goodwill. The results
of operations of the acquired businesses are included in our opera-
tions following the dates of acquisition.

On a pro forma basis, if the AllJoist acquisition had occurred on
January 1, 2000, sales for the year ended December 31, 2000, would
have increased $11 miltion, while net income and basic and diluted
earnings per share wauld not have materially changed. If the AllJoist
and Furman acquisitions had occurred on January 1, 1999, sales for
the year ended December 31, 1999, would have increased $528 mil-
lion, net income would have increased $1.2 million, and basic and
diluted earnings per share would have increased 2 cents. This unau-
dited pro forma financial information does not necessarily represent
what would have occurred if the acguisitions had taken place on the
dates assumed.

6. Segment [nformation

We operate our businass using four reportable segments: Office
Solutions, Building Solutions, Paper Solutions, and Corporate and
Other. These segments represent distinct businesses that are man-
aged separately because of the differing products and services. Each
of these businesses requires distinct operating and marketing strat-
egies. Management reviews the performance of the company based
on these aperating segments.

Office Solutions markets and sells office supplies and paper, technol-
ogy products, and office furniture. All the products sold by this seg-
ment are purchased from outside manufacturers or from industry
wholesalers, except office papers, which are sourced primarily from
our paper operations.
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Building Solutions manufactures, markets, and distributes various
products that are used for construction. These products include struc-
tural panels, engineered wood products, lumber, particleboard, and
building supplies. Most of these products are sold to independent
wholesalers and dealers and through our own wholesale building
materials distribution outlets.

Paper Solutions manufactures, markets, and distributes uncoated free
sheet papers, containerboard, corrugated containers, newsprint, and
market pulp. These products are sold to distributors and industrial
customers, primarily by cur own sales personnel and through Cffice
Solutions.

Corporate and Other includes corporate support staff services and
related assets and liabilities.

The segments’ profits and losses are measured on operating profits
before interest expense, income taxes, minority interest, extraordi-
nary items, and cumulative effect of accounting changes. Specified
expenses are allocated to the operating segments. For some of these
allocated expenses, the related assets and liabilities remain in the
Corporate and Other segment.

The segments follow the accounting principles described in the
Summary of Significant Accounting Policies (see Note 1). Sales
between segments are recorded primarily at market prices.

No single customer accounts far 10% or more of consolidated trade
sales. Boise's export sales to foreign unaffiliated customers were
$127.8 million in 2001, $175.2 million in 2000, and $145.1 million

in 1999.

During 2001, Gffice Solutions had foreign operations in Canada,
Mexica, Australia, and New Zealand. During 2000, Office Solutions
had foreign operations in Australia, Belgium, Canada, France, New
Zealand, Spain, and the United Kingdom. During 1999, Office
Solutions had foreign operations in Australia, Belgium, Canada,
France, Spain, and the United Kingdom. The Building Solutions
segment has a small wood I-joist plant in Canada that was acquired
in June 2000. In late 2001, we started up a eucalyptus veneer and
plywood plant in Brazil. We also have a 47% interest in an oriented

strand board plant in Canada, which is accounted for under the equity

method.

The following table summarizes net sales and long-lived assets by
geography:

{millions)
Net sales
United States $6,620.5 $6,954.9 $6,349.5
Foreign 801.7 851.8 798.8
$7,422.2 $7,806.7 $7,148.3
Long-lived assets
United States $3,474.4 $3,477.1 $3,285.1
Foreign 2145 2125 3222
$3,688.9 $3,689.6 $3,607.3

Segment sales to external customers by product line are as follows:

Office Solutions

Office supplies and paper $2,133.1 $22309 32,0539
Technology products 1,023.4 1,011.6 916.6
Office furniture 377.5 452.3 424.4
3534.0 36948 3,394.9
Building Solutions
Structural panels 725.8 6932 7735
Engineered wood products 759.2 316.5 2913
Lumber 3236 767.3 7212
Particleboard 66.9 76.1 AR
Building supplies and other 485.3 598.0 355.8
2,360.8 2451 22137
Paper Solutions
Uncoated free sheet 7539 796.0 7834
Containerhoard and
corrugated containers 4277 471.2 400.9
Newsprint 197.4 202.8 183.3
Market pulp and other 125.7 163.2 139
1,504.7 1,633.2 1,506.7
Corporate and Other 22.7 276 33.0
$7.422.2 $7,806.7 $7,148.3




An analysis of our aperations by segment is as follows:

Selected Campanents of
Income {Loss)

Income Depreciation,
{Loss) Amortization,
Before Equity in and Cost of
Sales Taxes and Net Income Company Capital Investment
Inter- Minority (Loss) of Timber Expendi- in Equity
Trade  segment Total Interestalt! Affiliates Harvested tures Assets  Affiliates

{miflions|

Qffice Solutions $3,536.2

$3534.0 § 22 2 $67.2 $ 525 $1.263.5 § 252

Building Solutions 2,360.8 272 2.388.0 (22.3) 7 46.6 135 821.8 36.2
Paper Solutions 1,504.7 4377 1,942.4 707 — 169.3 176.0 26213 —
Corporate and Other 22.7 50.2 728 (65.7) (1.1 12.9 72 2874 8
7422.2 517.3 7,938.5 80.1 (8.0) 296.0 3492 4,994.0 62.2

Intersegment eliminations — (517.3) {517.3) — — — — (60.0) —
Interest expense — — — 127.7) — — — — —
$7.422.2 $§ — $7.422.2 $ (47.5) ${8.0) $296.0 $349.2 $4,934.0 $ 62.2

ek

$3.694.8

L 15 2, 1 e

$ 24 $ 2366 $(0.2) $ 66.5 $195.6

$3,697.2 $1.4452 $ 925

Building Solutions 24517 317 24828 52.1 25 45.2 788 836.6 417
Paper Solutions 1633.2 4148 2,048.0 202.6 — 172.9 177.5 26133 —
Corporate and Other 2786 458 734 {41.8) 0.2) 121 7.0 4348 1.2
7.806.7 4947 8,301.4 4495 2.1 297.7 458.9 53298 134.8

Intersegment efiminations — (494.7) (494.7) — — — — (63.0} —
Interest expense — — — (151.2) — — — — —
$7,806.7 $§ — $7.806.7 $298.3 $21 $297.7 $458.9 $5,266.9 $134.8

$3,394.9

$ 20

$3,396.9 $ 1545 $§ — $ 607

Office Solutions

$1,536.3 50

$ 643

Building Solutions 2,137 335 224772 2738 6.1 46.1 150.1 874.1 373
Paper Solutions 1,606.7 380.1 1,886.8 177 — 1748 116.2 25905 —
Corporate and Other 330 51.6 84.6 (45.4) — 74 6.2 2156 —
71483 467 .2 7.615.5 500.7 8.1 289.0 336.8 52165 37.4

Intersegment eliminations — (467.2) (467.2) — — — — (78.1) —
Interest expense — — — (144.7) — — — — —
$7,148.3 $ — §7.1483 $356.0 $6.1 $289.0 $336.8 $5,138.4 $374

l Interest incame has been allocated to our segments in the amounts of $1.8 million for 2001, $5.9 million for 2000, and $2.3 million for 1999.

) See Note 3, Note 7, Note 13, and Nate 14 far an explanation of nonrouting items affecting our segments.
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17. Legal Proceedings, Commitments and
Contingencies

We have been notified that we are a “potentially responsible party”
under the Comprehensive Environmental Response, Compensation
and Liability Act (CERCLA) or similar federal and state laws with
respect to 20 active sites where hazardous substances or other con-
taminants are located. In most cases, we are one of many potentially
responsible parties, and cur alleged contribution to these sites is
relatively minor. For sites where a range of potential liahility can be
determined, we have established appropriate reserves. We believe
we have minimal or no responsibility with regard to several other
sites. We cannot predict with certainty the total response and reme-
dial costs, our share of the total costs, the extent to which contribu-
tions will be avaifable from other parties, or the amount of time
necessary to complete the cleanups. Based on our investigations, our
experience with respect to cleanup of hazardous substances, the fact

that expenditures will, in many cases, be incurred over extended peri-

ods aof time, and the number of solvent potentially responsible par-
ties, we do not currently believe that the known actual and potential
respanse costs will, in the aggregate, materially affect our financial
condition or results of operations.

in March 2000, EPA Regions VI and X issued Boise a combined
Notice of Violation {NOV) alleging violations of air emission permits
and the New Source Review/Prevention of Significant Deterioration
program. [n March 2001, the EPA issued a second NGV, supplement-
ing the original natice. The NOV alleges violations at seven of our

plywood plants and one particleboard plant for the period 1979
through 1998. No civil or criminal actions have been filed with regard
to these allegations. The NOV, however, sets forth EPA's authority to
seek, among other things, penalties of up to $27,500 per day for each
violation. We believe federal statutes of limitation would timit any
penalties assessed 1o a five-year period. We are negotiating with the
EPA o resolve these allegations. We have had several meetings and
excnhanged correspandence regarding a resolution of the issues
raised by the NOV. Settlements by other companies in the wood
products industry that have received similar NOVs have involved the
payment of penalties and agreements to install emission cantral
equipment and undertake supplemental environmental projects. The
effect of this NOV an our financial position or results of operations

is unknown at this time.

We are involved in other litigation and administrative proceedings
primarily rising in the normal course of our business. In the opinion
of management, aur recovery, if any, ar our liability, if any, under
other pending litigation or administrative proceedings would not
materially affect our financial position or resuits of operations.

Over the past several years, the amount of timber available for
commercial harvest in the United States has declined significantly
due to environmenta! litigation and changes in government policy. As
a result, we cannot accurately predict future log supply. Additional
curtailments or closures of our wood products manufacturing facili-
ties are possible.

8. Quarterly Results of Operations (umawndited)

01

Netsales .......................... ... $1,756.7 $1.874.4
Income {loss) from operations ......... ... .. {14) 51
Net income (loss) .................. ... (42 15
Net incame (loss) per share

Basic........... .o oo (.78} 21

Diluted .. .......... . ... {.78) 20
Common stock dividends

paidpershare .. ...... ... .. ... .. .. .. 15 15
Common stack prices!®

High ... 34.69 37.85

Low ... 27.82 26.99

@) Includes a pretax charge of $54.3 million for the write-down to fair value of an equity method investment (see Note 7). Also includes $5.0 miflion pretax income for the reversal

_ _ ]
nind (6L _Second:. .4 st
{mitlions, except per-share and stock price information)

$1,889.8 $1,901.3 $1,8648 31,971 $1.9749 $1,9959
o6 {22) 62 184 90 108

20 (38) 23 85 3 40

29 (.68) 35 1.42 49 63

28 (.68} 34 1.33 46 60

15 15 15 15 15 15
38.00 35.38 34.94 3175 37.56 43,94
29.60 2931 21.75 24.56 25.00 26.31

of unneeded reserves far potential claims related to the sale in 2000 of our European office products operations (see Note 14].

® Includes a pretax charge of $54.0 million for closures of our plywoad and lumber operations in Emmett, ldaho, and our sawmill in Cascade, Idaho, and a $4.8 millian charge for
the write-off of our assets in Chile (see Note 13). Alsa includes a pretax charge of $10.9 million to accrue for a one-time liability related to postretirement benefits for our

Northwest hourly paperworkers (see Note 3).

 Includes a pretax gain of $97.8 million on the sale of our European operatians. An additional $0.8 million was recognized in fourth quarter (see Note 14).

@ Qur comman stock (symbol BCC) is traded on the New York Stock Exchange.
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Report of Independent Public Accowntants

To the Shareholders of Boise Cascade Corporation:

We have audited the accompanying balance sheets of Boise
Cascade Corporation (a Delaware corporation) and subsidiaries as
of December 31, 2001 and 2000, and the related statements of
income {loss), cash flows, and shareholders’ equity for the years
ended December 31, 2001, 2000, and 1999. These financial state-
ments are the responsibility of the company’s management. Our
responsibility is to express an opinion on these financial statements
based on our audits.

We conducted our audits in accordance with auditing standards
generaily accepted in the United States. Those standards require
that we plan and perform the audit to obtain reasonahle assurance
about whether the financial statements are free of material mis-
statement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and

Report of Managememnt

The management of Boise is primarily respansible for the informa-
tion and representations contained in this annual report. The finan-
cial statements and related notes were prepared in conformity with
accounting principles generally accepted in the United States,
appropriate in the circumstances. In preparing the financial state-
ments, management has, when necessary, made judgments and
estimates based on currently available information.

Management maintains a comprehensive system of internal con-
trols based on written policies and procedures and the careful
selection and training of employees. The system is designed to
provide reasonable assurance that assets are safeguarded against
loss or unauthorized use and that transactions are executed in
accordance with management’s authorization. The concept of
reasonable assurance is based on recognition that the cost of a
particular accounting control should not exceed the benefit expected
to be derived.

significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our
audits pravide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present
fairly, in all material respects, the financial position of Boise
Cascade Corporation and subsidiaries as of December 31, 2001 and
2000, and the results of their operations and their cash flows for
each of the three years in the period ended December 31, 2007, in
confarmity with accounting principles generally accepted in the
United States.

Cutlis, Condbpsen LLF

Boise, Idaho
January 29, 2002

Our Internal Audit staff monitors our financial reporting system and
the related internal accounting controls, which are also selectively
tested by Arthur Andersen LLP, Boise Cascade's independent public
accountants, for purposes of planning and performing their audit of
our financial statements.

The Audit Committee of the board of directors, which is composed
solely of nonemployee directors, meets periodically with manage-
ment, representatives of our Internal Audit Department, and repre-
sentatives of Arthur Andersen LLP to ensure that each group is
carrying out its responsibilities. The Internal Audit staff and

the independent public accountants have access to the Audit
Committee, without the presence of management, to discuss the
results of their audits, any recommendations concerning the system

of internal accounting controls, and the quality of financial reporting.
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Statistical Informeation

* Year Ended December 31

1998 . 1997 1996 1935
{millions, except per-share amounts)

Sales by Segment

Office Solutions ............... ... $3536  $3697 33397 83081 $2607 $1,993 $1316 $ 909 § 683 § 572 §1,039
Building Solutions ....... ........ 2,388 2,483 2,247 1,786 1,700 1,612 1,575 1,653 1,531 1,270 1,001
Paper Saolutions . .............. ... 1,942 2,048 1,887 1,888 1,744 1,994 2518 1,795 1,921 1,930 2,07
Corporate and Other .. .......... ... 73 73 85 80 76 75 77 75 69 66 65
7,939 8,301 7,616 6,835 6,127 5,674 5,486 4,432 4,204 3,938 4176
Intersegment eliminations .......... (517) {494) (468) (480) (458) 412) (412 (292) (2486) (222) {226)
Tradesales ................ .. .. $7422 $7807 $7,748 $6.355 $5669 85262 5,074 $4,140 $3958 $3,716  $3,950
Income {Loss) by Segment
Office Solutions . ................. $ 97 $ 237 $155 $121 $ 120 § 102 § 72 0§ 42 § 3k $ 19 § 3B
Building Solutions ................ (22) 52 274 58 45 36 89 151 159 115 104
Paper Solutions .............. ... . 71 203 118 10 (12) 78 476 (61) {124) {183) (49)
Corporate and Other ............ ... (66) (43) {46} (46) (45) (57) 87 (49) (48) (38) (43)
Income (loss) .. .............. .. ... 80 449 501 143 108 159 724 83 23 (87) 47
Interest expense .. ................ (128) (157) (145) {160) (137) (128) {135} (148) (148) (166} (175}

Income (loss) before income taxes,

minarity interest, and cumulative

effect of accounting change . .. ... .. {48) 298 356 (17 (29) 31 589 (65) (125) (253) (128)
Income tax {provision) benefit. .. .. ... 5 (118) (142) 1 9 (12) (231) 2 48 99 49

Income (loss) before minarity
interest and cumulative effect

of accountingchange .......... ... (43) 182 214 (16) (20) 19 358 (63) 77) (154) {79)
Minority interest, net of income tax . .. — {3) (14) (9) {10) (10) (6) — — — —
Effect of accounting

change, net of income tax .. ... ..., — — — 9 — — — — — (73) —
Netincome {l0SS) .. ... oooioii . $ (43) $179 $ 200 § (3¢ $ (30) $ 9 $ 3/ $ 63) $ (77 $(227) $ (79)
Net income (loss) per common share
Basic

Income {loss) before

accounting change .............. $ (9 $289 $327 §(81) $(119 § (63 $662 $(308) $(317) $(479) $(2.46)

Effect of net accounting change . . . .. — — —_ {.15) — — — — — (1.94) —_
Diluted $ (%) $28 $327 $ (%) $(1.19) $ (83 $662 §(3.08) $(317) $(6.73) $(2.46)

Income {loss) before

accounting change - - § (98) $273 $306 & (81) 80119 § (63 $533 §(3.08) ${317) $(479) §(246)
Effect of net accounting change - - - - - — — — (.15) — — — — — (1.94) —

$ (96) $273 $306 § (%) $(0.18) $(63) $539 $(308) $(317) $(6.73) $(246)

The financial information presented in this table and the tables that follow contains nonroutine items. These items may include restructuring charges, asset purchases and
divestures, or ather unusual items that may affect year-to-year comparisons. Far more infarmation an the years presented, please refer to gur annual reports.
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"Year En necew&"fﬁ‘? b

(millions)

Balance Sheels

Assets
Cash and cash equivalents ... ... ... $ 57 $ 63 ¢$ 67 $ 74 $ 64 $ 261 $ 51 § 29 $ 22 $ 20 § 22
Receivables, net ................. 425 672 664 526 570 476 458 406 366 367 367
Inventories ................ .. ... 653 748 704 625 633 541 569 424 447 416 479
Other currentassets .............. 110 94 96 143 86 78 235 59 52 63 65
1,245 1,577 1,531 1,368 1,353 1,356 1,313 918 887 866 933
Property and equipment ......... .. 5,351 5,167 4984 4,721 4,667 4,352 477 4,556 5,271 5111 5,075
Accumulated depreciation. .. ..... .. {(2743) (2585 (2427) (217800 (2,037) (1,798) (2167) (2,062) (2261) (2,044) (1,912)

2,608 2582 2,557 2,571 2,630 2,554 2,604 2,494 3,010 3,067 3,163

Timber, timberlands,

and timber deposits .. ........ ... 322 291 295 N 273 293 383 398 366 386 389
Goodwill and intangible assets,

net of amartization ... ... ... .. 408 403 488 502 446 263 115 56 4 5 1
Investments in equity affiliates ... . .. 62 135 37 27 33 19 26 204 23 24 19
Otherassets .................... 289 279 230 232 235 226 215 224 223 212 224

$4934 85267 851938 $4971 34970 $4711 $4656 $4294 $4513 $4360 $4,728

Liabilities and
Shareholders’ Equity

Short-term borrowings . ... ....... $ 49 § 52 $ 72 $1330 $ 9% § ¥ ¢§ 17 § %6 § 31 § 4 § 58
Current portion of long-term debt .. .. 391 4] 118 161 30 157 21 53 145 244 41
Accounts payable and
accrued liabilities ........ ... .. 826 921 934 839 769 739 732 543 512 502 552
1,266 1,014 1,124 1,130 894 933 770 658 688 750 651
Long-term debt, less current portion .. 1,063 1,715 1,585 1,578 1,726 1,330 1,365 1,625 1,593 1,680 1,916
Guarantee of ESOP debt ......... .. 81 108 133 156 177 196 214 237 247 262 275
Deferred income taxes ............ 308 384 31 257 231 250 302 137 223 279 349
Other long-term liabilities ...... ... . 485 280 240 302 224 240 243 278 257 231 o0

Minority interest
Company-obligated mandatorily
redesmable securities of
subsidiary trust holding solely
debentures of parent ...... ... 173 — — — — — — — — — —
Other minority interest .......... — 9 131 117 105 82 68 — — —
Shareholders’ equity . ............. 1,578 1,757 1,614 1431 1,613 1,680 1,694 1,365 1,505 1,358 1448

$4971 84370 $4711 84656 34294 $4513 $4560 $4729




Statistical Information
Year Ended December 31
2000 2000 1999 1998 1997 1396
{millions)

Statements of Cash Flows
Cash provided by

(used for) operations
Netincome {foss) . ................. $ {43)  $179 $200  $ (34 §$@ § 9
Cumulative effect of accounting

change, net of income tax ........ .. — — — 9 — —
Equity in net (income) loss

of affiliates .. .......... ... ... .. 8 (2 (6) 4 5 (3)
Depreciation, amortization, and

cost of company timber harvested . .. 296 298 289 283 257 255
Deferred income tax

provision {benefit) .. ........ ... ... (17) 58 112 {9) (19} {14
Minority interest, net of income tax . .. — 3 14 10 1 10
Restructuring activities ...... ... .. .. 58 — (38) 119 — 10
Wiite-down of assets .............. 54 — — — — —
Other ... .. ... .. ... .. ... 14 — — (1) 1 3
Gainson sales of assets . ........... (5) (99) (47) — — (25)
(Gain) loss on subsidiaries’

issuance of stock . ...... ... . ..., — — — — — (5)
Receivables ... ................. .. 78 102 {93} 44 (12) (3
Inventaries ... ..., 93 (45) {27 1 (66) (18)
Accounts payable and

accrued liabilities ............. ... (109) 58 30 48 (11} 5
Current and deferred income taxes . . . . {10} 7 13 (6) 3 {37)
Other ... ... ... ... ....... (9) {10) 8 (9) {10} 3

408 549 455 469 129 193

Cash provided by

(used for) investment
Expenditures for property

and equipment .......... ... .. {305) {297) (221) (229) {279) (595}
Expenditures for timber and

timberlands ... ....... ... ... ... (36) (8) {B) 7 {6) (B)
Investments in equity affiliates . ... .. (1) {10) —_ {n (20} {10}
Purchase of minarity interest . ... ... — (218) — — — —
Purchases of facilities ............ (5) (130} (100) (27) (247) (188)
Salesofassets .................. 161 158 50 — — 781
Other .. ... (49) (46) {50) (34) (28) (26)

{235) {549) {327} (298) {580) (44)

Cash provided by
(used for) financing

Cash dividends paid . ............. (50) {50 (51) (56) (70) (73)
Short-term barrowings ... .. ... ... (3) (4} {58) 35 58 20
Additions to {payments of)

long-termdebt ... ... .. ..., (302) 56 (38) (18) 259 102
Subsidiary’s issuance of stack ... ... — — — — — —
Issuance of adjustable conversion-rate

equity security units . ........ ... 165 — — — — —
Issuance {redemption) of

preferred stock .......... .. ... — — — (115) — —
Purchases of common stock . ..... .. — — — — — (7)
Other ........ .. ... ... . ... " (6} 12 (B) 7 18

(179) (4} (135) (160) 264 60

Increase (decrease) in
cash and cash equivalents . ... $ @6 s(@ s §$1n $(197) $209




2001 2000 1

Financial Information
Shareholders” equity

ed December31

1997 1996 1995 1994 1933 19

percommenshare .............. $2510 92885  $2664  $2389  $2539 $2730 §28.17  $21.77  $2592  $29.95  $37.49
Returnonsales .................. (.6)% 2.3% 2.8% (.5)% (.5)% 2% 69% (15% (1.9% (61% (2.0%
Return on shareholders' equity .. .. .. (25% 107%  134%  {25% {19)% 5%  229%  (44%  (54% (1571% (53)%
Economic Value Added (millions) . .. .. $(461)  $(332)  $(217)  $(324)  $(418)  $(478) $ 105 $(583) $(620) §(759) $(628)
Return on total capital . .......... 9% 6.5% 75% 1.8% 16% 2.4% 11.6% 1% 3% 31% 1%

Earnings before interest, taxes,
minority interest, depreciation, and

amortization (EBITDA) (millions) . .. $ 503 $6417 $696 $545 $ 365 §391 $88 §3I1TOF 29 § 181 $ 199
EBITDA per common share ......... $872 $1119  $1225 $969 $702 §$810 $1903 $947 §765 § 478 §525
Currentratio .................... 981 1.55:1 1.36:1 1.214 1.51:1 1.451 1.71:1 1.40:1 1.29:1 1.15 1.43:1
Debttoequity ...t 1.00:1 1.09:1 1.18:1 1.41: 1.26:1 1.02:1 951 1.44:1 1.34:1 1.61:1 1.58:1
Debt to total capitalization .... ... .. 475%  520%  522% 567%  541%  494%  478% 591% 573% 617% 61.3%
Investment turnover . ........ ... .. 1.81 1.85 1.77 155 1.4 1.23 1.36 1.09 1.00 92 95
Capital expenditures (millions) . ... .. $ 39 § 49 $337 $314 $579 §$832 $428 $272 § 221 § 28 § 29
Cash dividends paid per

commonshare ... .............. $ 60 § B0 $ BO $ 60 $ 60 $ BO $ BO $ 6O $ 60 § 6O $152
Other Information
Number of employees ............ 24168 25257 23,726 23038 22514 19976 17,820 16618 17362 17,222 19,619
Number of common shares (thousands)

Qutstanding at year-end . ....... .. 58,062 57,337 57,158 56338 56224 48476 47,760 38284 37988 37,940 37,945

Averagebasic ................. 57,680 57,288 56,861 56,307 52,049 48277 47,166 38,110 37,958 37,942 37,946

Averagediluted ....... ... ..... 61,79 61413 61419 60907 60621 60511 61271 61407 55825 53,283 45596
Fee and controlled timber

{thousands of acres) ............ 2,345 2322 2,320 2,388 2,392 2,396 3,062 3,047 6,105 6,126 6,147
Effective taxrate ......... ... ... 115% 390%  400% 57% 320% 382%  392% 33% 403%  38.0% 380%
Commoan stock price range

High ... ... .. ........... 38.00 43.94 4719 40.38 4558 47.25 4750 30.50 27.50 25.38 29.25

Low . ... 26.99 21.75 28.75 22.25 27.75 27.38 26.25 19.00 19.50 16.38 18.38

Close ... . ... .. ... 34.01 33.63 40.50 31.00 30.25 3175 3463 26.75 23.50 21.13 22.25

g S :edule for Major Fac:lmes )

H.@catt ions {Employees Aﬁecmd) and Confract Expiration Da&es

2002

2005

No major collective bargaining agreements are scheduled to expire in 2002.

DeRidder, Louisiana, paper {490} — February 14
Northwest paper {1,000} — March 14

2003

No major collective bargaining agreements are scheduled to expire in 2003.

Louisiana wood products {680) — July 15

2006

2004

International Falls, Minnesota, paper (960)
Northwest wood products (1,400) — June 1

- April 30

Jacksan, Alabama, paper (480) — August 31

2007
No major collective bargaining agreements are scheduled to expire in 2007.
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Boise Locations

Corporate Headquarters
Boise, Idaho

Office Solutions
Headquarters — ltasca, lllinois

United States

Phoenix, Arizona

Los Angeles, California
San Francisco, California
Denver, Colorado
Hartfard, Connecticut
Washington, D.C.

New Castle, Delaware
Miami, Florida

QOrlando, Florida

Atlanta, Georgia
Honolulu, Hawaiit@
Boise, ldaho

Chicago, Illinois
Indianapoalis, Indiana
Louisville, Kentucky
Portland, Maine

Boston, Massachusetts
Detroit, Michigan
Minneapolis, Minnesota
Kansas City, Missouri

St. Louis, Missouri

Las Vegas, Nevada
Reno, Nevada
Albuquerque, New Mexico
New York, New York
Rochester, New York
Charlotte, North Carolina
Cleveland, Ohio
Columbus, Chio
Oklahaoma City, Oklahoma
Partland, Gregon
Philadelphia, Pennsylvania
Pittsburgh, Pennsylvania
Memphis, Tennessee
Nashville, Tennessee
Dallas, Texas

Houston, Texas

Salt Lake City, Utah
Burlington, Vermont
Norfolk, Virginia

Seattle, Washington (2 facilities)
Milwaukee, Wisconsin

Customer Service Centers
Ottawa, lllinois

Peru, lllinois

Bristol, Virginia

Casper, Wyoming

QOuthound Sales Centers

Ottawa, lllinois
Norman, Oklahoma

Canadal

Calgary, Alberta

Vancouver, British Columbia
Winnipeg, Manitoba
Moncton, New Brunswick
Ottawa, Ontario

Toronto, Ontario

Montreal, Quebec

Mexico
Manterey

Australial)

Canberra, Australian Capital Territory
Sydney, New South Wales

Brisbane, Queensland

Adelaide, South Australia
Melbourne, Victoria

Kalgoorlie, Western Australia

Perth, Western Australia

New Zealand e
Auckland
Christchurch
Dunedin
Hamilton
Napier-Hastings
Wellington

Building Solutions
Headquarters — Boise, Idaho

Manufacturing

Laminated Veneer Lumber/
Wood I-Joists

Alexandria, Louisiana

White City, Oregon

St. Jacques, New Brunswick, Canada

Lumber

Jackson, Alabama

Elgin, Oregon

La Grande, Oregon

White City, Oregon

Kettle Falls, Washington (2 facilities)
Yakima, Washington

Oriented Strand Board
Barwick, Ontario, Canada
{47%-owned joint venture)

Particleboard
La Grande, Oregon

Plywood/Veneer

Florien, Louisiana

QOakdale, Louisiana

Elgin, Oregon

Independence, Oregon
Medford, Oregon

St. Helens, Oregon

White City, Oregon (2 facilities)
Willamina, Oregon

Kettle Falls, Washington
Yakima, Washington

Guaiba, Rio Grande do Sul, Brazi!

Distribution

Phoenix, Arizona

Denver, Colorado

Grand Junction, Colorado
Orlando, Florida

Atlanta, Georgla

Boise, Idaho

Idaho Falls, Idaho

Chicago, lllinois

Baltimore, Maryland
Westfield, Massachusetts
Detroit, Michigan
Minneapolis, Minnesota
St. Louis, Missouri
Bitlings, Montana
Portsmouth, New Hampshire
Delanco, New Jersey
Albuquerque, New Mexico
Greensboro, North Carolina
Tulsa, Oklahoma
Memphis, Tennessee
Dallas, Texas {2 facilities)
Houston, Texas

Salt Lake City, Utah
Spokane, Washington
Vancouver, Washington
Woadinville, Washington
Yakima, Washington

Paper Solutions
Headquarters — Boise, Idaho

Manufacturing

Jackson, Alabama

DeRidder, Louisiana
international Falls, Minnesota
St. Helens, Oregon

Wallula, Washington

Converting
Salem, Oregon
Vancouver, Washington

Distribution

Pico Rivera, California
Kennesaw, Georgia
Bensenville, lllinois
Bridgeport, New Jersey
Portland, Qregon

Grand Prairie, Texas

Corrugated Containers
Burley, ldaho

Nampa, Idaho

Salem, Oregon

Salt Lake City, Utah
Spokane, Washington
Wallula, Washington

&) Dffice Solutions also operates over 100 retail stores in Hawaii, Canada, Australia, and New Zealand.




Cffice Solutions

-~ Year Ended December 31
{miltions)
Revenues
Tradesales ............... ... $3534 $3695 $3,395 $3,080 $2605 $1991 $1314 $ 908 $ 682 $ 671 $1.038
Intersegment sales ............ 2 2 2 1 yJ 2 2 1 1 1 1
3,536 3,697 3,397 3,081 2,607 1,993 1,316 809 683 672 1,039

Costs and expenses
Materials, labor, and other

operating expenses ... ....... 2,669 2,789 2516 2,282 1,943 1,469 977 674 503 500 732
Depreciation and amortization . .. 67 66 61 51 41 28 15 15 13 14 18
Selling, distribution, general,

and administrative expenses . . . 647 707 669 614 501 394 254 178 131 138 247
Other (income) expense, net . .. .. 51 {95} {4) 9 — — {2 — — 1 7

3,434 3,460 3,242 2,956 2485 1,891 1,244 867 647 653 1,004

Equity in net income {loss)

of affiliates ............. .. {5) — — (4) (2) — — — — — —
Segment income

from operations ........ ... $ 97 $ 237 $ 155 $ 121 $ 120 $ 102 ¢ 72 § 42 $ B/ $§ 19 § 3}/
Identifiable assets . ...... .. .. $1266 $1,445 $1,536 $1,467 81,291 $ 905 $ G544 $ 348 $ 235 § 205 $§ 384
Capital expenditures .. ... . ... $ 53 $19% §$ 64 S 143 $347 $265 $103 $ 8 $ 3 $ 5 § 4

Percentage of Total Company Sales
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Year Ended December 31

{millions}
Revenues
Tradesales ................... ... $2361 $2451 $2214  $1746 $1659  $1561  $1482 $1590 $1469 $1208 § 943
Intersegment sales ................ 27 32 33 40 41 57 93 63 62 62 58
2,388 2,483 2,247 1,786 1,700 1,612 1,575 1,653 1,631 1,270 1,001

Costs and expenses
Materials, labor, and other

operating expenses .. ............ 2,140 2234 1,923 1,595 1,542 1472 1,389 1,41 1,294 1,082 884
Depreciation, amortization, and

cost of company timber harvested . .. 47 46 45 A 42 41 39 37 39 38 34
Selling, distribution, general,

and administrative expenses ... .. ... 164 153 95 80 - 74 65 59 50 44 43 38
Other (income) expense, net ... ...... 57 — {85) 14 {6) (2) (1) 4 {5) (8) {59)

2,408 2,433 1,979 1,730 1,652 1,576 1,486 1,502 1,372 1,155 837

Equity in net income (loss)

of affiliates ................... (2) 2 6 2 (3} — — — — — —
Segment income (loss)

from operations ... ... ... .. ... $ (220 $ %2 $ 274 $ 58 § 4 $ B $ 8 $ 151 $ 159 $ 115 $ 104
ldentifiable assets .. ............. $ 822 ¢ 837 $84 3612 $634 $662 $633 $612 ¢ 58 $ 568 $ 529
Capital expenditures .. ........... $ 113 ¢ 79 $ 150 $ 46 $ 53 S 8 S 72 §$ 3B § I $ B’ § 32
Selected Wood Products Prices®
(M = thousand, C = hundred) {average annual net selling prices)
Plywood (%' basis) M square feet) . .. . ... . .. $ 223 $ 234 $ 275 $ 239 $§ 283 $ 737 0§ 281 $ 254 § 2445 % 208 § 169
0SB (3¢’ basis) M square feet] .. ........... 126 174 197 157 117 — — — — — —
Lumber (M boardfeet) . . ... ... ... ... 438 471 522 474 517 469 439 504 509 416 344
Particleboard (34 basis) (M square feet) ... ... 245 290 293 277 283 297 317 325 269 212 208
VL (Ceubicfest) .. ..o 1,504 1,549 1,589 1,596 1,595 1,554 1,555 1,698 1,743 1,407 1,356
1-J0iStS (M equivalent lineal feet) . ... . ... .. .. 895 91 1,004 996 1,028 998 996 1.07M 1,048 m 759

e Net selling price equals gross invoice price to the mills less trade discounts and freight costs. The above prices represent the average annual net selling prices for all products sold

within the reported categories.

Percentage of Total Company Sales
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Number

of Mills Production
o, JOfMills Preduction

Plywood/veneer (millions of square feet)® .. ... ... ... L " 1,821 100% 1,805
OSB (millions of square feeti® ... L 1 39 98% 400
Lumber (millions of board fest) . ... ... 7 378 82% 390
Particleboard (millions of square feet} .. ... ... ... 1 198 99% 200
Engineered productsiel -« 3
Laminated veneer lumber (millions of cubic feet) ... ............ " 61% 18
|-joists {millions of equivalent lineal feet)lel ... ... .. .. L., 151

fal Production and operating rate are applicable to plywood only.
b} Represents 100% of the production volume from a joint venture that is 47%-cwned by Boise.

it A portion of laminated veneer lumber production is used to manufacture I-joists at two engineerad wood products plants. Operating rate and capacity are applicable to laminated
veneer lumber production anly.

—

1997 1336
(millions)
Plywood (3" basis) {square feet) . ... .... ... .. 1,820 1,880 1,528 1815 1,836 1,873 1,865 1,894 1,760 1,788 1612
0SB (3" basis) {square feeti® ... ... .. ... 389 397 374 347 151 — — — — — —
Lumber (board feetl . . ... ... 393 448 517 572 657 692 m 754 760 805 815
Particleboard (34’ basis) (square fest} .. ... .. .. 199 193 187 190 195 195 196 194 182 186 182
Laminated veneer lumber (cubic feety ... .. .. 6.7 6.3 55 38 2.7 2.2 1.8 14 11 9 3
|-joists {equivalent fineat feet) . .. ..... . ... ... 156 142 135 106 82 74 61 55 49 34 12

Building materials distribution (sales dollars) . . $1,596  $1,601  $1,289 $873 $742 $699 $598 $657 $590 $447  $328

2l Represents 100% of the sales volume from a joint venture that is 47%-owned by Boise.

Timmber Rescurces

{thoa ocres]‘

B 1,281 308 438 2,027

Leasesand contracts ......... .. ... 30 — 288 318
1,311 308 726 2,345

Approximate percentage of total fiber requirements available from®

Owned and controlled timber resources ... .................... 35% 19% 44% 36%

Residuals from processed purchased logs . ................ ..., 8 — 4 b
43% 19% 48% 43%

fal On December 31, 2001, the company’s inventory of merchantable sawtimber was approximately 6.8 billion board feet, and its inventory of pulpwood was approximately
11.3 million cords. We also own approximately 35,000 acres of eucalyptus plantation timberland in Brazil.

(bl Assumes harvesting of company-owned and controlled timber resaurces on a sustained timber yield basis and operation of the company’s paper and wood products manufacturing facilities
at practical capacity. Percentages shown represent weighted average consumption on a cubic volume basis. Approximately 60% of the wood chips consumed by the company’s Northwest
pulp and paper mills in 2007 were abtained from company sources.
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Paper Selutions

 Year Ended December 31

1999 1998 1997 16 1335 193

{millions)
Revenuss
Tradesales ...................... $1,505 31633 $1507 $1505 $1,385 $1,693 $2256  $1630 $1,796  $1.825  §1,957
Intersegment sales .. .............. 438 415 380 383 359 301 262 165 125 105 114

1,943 2,048 1,887 1,688 1,744 1,994 2,518 1,795 1,821 1,830 2,071

Costs and expenses
Materials, labor, and other

operating expenses . ............ 1,629 1,596 1,517 1,571 1,509 1,703 1,725 1,587 1,788 1,832 1,896
Depreciation, amortization, and

cost of company timber harvested . . 169 173 176 181 167 179 197 192 220 218 190
Selling, distribution, general,

and administrative expenses ... ... 72 77 75 84 80 7" 75 58 62 71 78
Other (income) expense, net ........ 2 {1 2 40 — (34) 85 (4) (17) (4) m

1,872 1,845 1,769 1876 1,756 1919 2,082 1,833 2,059 2,117 2,163

Equity in net income (loss)

of affiliates . ........... ... ... — — — (2) — 3 40 {23) 14 4 43
Segment income (loss)

from operations .. ......... . ... $ 71 $203 $ 118 $& 10 $ (120 $ 78 ¢ 476 $ (61) ${124) $(183) § (49
Identifiable assets ........ ... ... $2621 $2613 $2531 $2847 $2.760 $2649 $3,039 $3.040 $3.406 $3442 $3516
Capital expenditures ............ $176 $178 $ 16 $ 119 $ 173 $ 473 $ 245 $ 141 $ 181 § 281 § 257

o4 Selected Paper Products Prices®

(average annual net selling prices per short ton)

Uncoated free sheet ........... ... $ 742 $768 $ 69 $706 $ 70 $7/9 § 968 $626 $ 600 § 58 3 644
Containerboard ................... 374 404 335 320 274 315 463 329 283 327 3N
Newsprint ...................... 476 458 414 485 456 532 568 366 355 341 428

&) Net selling price equals gross invoice price to the mills less trade discounts and freight costs. The above prices represent the average annual net selling prices for all products sold
within the reported categories.

Percentage of Total Company Sales
1 . 50




(sorttns) 7 {short tons)
Pulp and Paper Mills®
Jackson, Alabama

Uncoated free sheet. . ... ... 505,000 2 457,489
DeRidder, Louisiana

Containerboard .. ... 560,000 1 521,049

NEWSPIINT © . 440,000 2 404,404
International Falls, Minnesota

Uncoated free sheet ... .. . . 560,000 4 460,480
St. Helens, Oregon

Uncoated free sheet .. ... . ... .. . . . 270,000 3 240,710

Market pulp .. 115,000 — 100,767
Wallula, Washington

Uncoated free sheet ... ... . . . . . 235,000 1 225,880

Marketpuld ... . 125,000 1 119,088

Containerboard .. ... .. ... 130,000 1 123,778

2,940,000 15 2,653,625

Operating rate during the Year .. ... ..ot e 9%

Annual Capacity by Product

{short tons)

Uncoated free sheet ... ... o 1,570,000
Containernoard ... .. 690,000
NEWSDIINT L 440,000
Marketpulp .. ... 240,000

2,940,000

{8 Production, operating rate, and capacity include intercompany transactions.

(
Uncoated free sheet ............ .. 1,386 1,393 1,426 1,403 1,314 1,167 1,177 1,277 1,215 1110 1,050
Containerboard .................. 644 680 655 624 604 563 602 535 558 560 540
Newsprint ...................... 395 423 422 431 440 i 416 415 860 831 838
Market pulp and ather ............. 157 150 149 129 161 230 217 212 205 260 284
Discontinued grades ............... — — —_ — — 260 428 447 17 716 690

2,582 2,646 2,652 2,587 2,519 2,631 2840 2,940 3,556 3477 3402

[millions of square feet)
Corrugated containers ............ 4,736 4,968 4,681 4,182 3,568 3,201 3,114 3,237 2,961 4,715 6,478

(2} During 2001, the company’s five corrugated container plants and one shest plant produced 4.8 billion square feet of containers and operated at 81% of capacity.
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Board of Directors

George J. Harad, Boise, Idaho;
chairman of the board and chief
executive officer, Baise

Philip J. Carrell, Houston,
Texas; former chairman of the
board and chief executive officer,
Fluar Corporation

Claire S. Farley, Houston, Texas;
chief executive officer, Trade-
Ranger Inc.

Rakesh Gangwal, MclLean,
Virginia; former president and chief
executive officer, US Airways
Group, Inc., and US Airways, Inc.

Richard R. Goodmansaen,
Wilmington, Delaware; executive
vice president and chief operating
officer, DuPont

Edward E. Hagenlocker,
Bloomfield, Michigan; former vice
chairman, Ford Mator Company;
former chairman, Vistean
Automotive Systems

Francesca Ruiz de Luzuriaga,
Rancho Mirage, California; inde-
pendent business development
consultant; former chief operating
officer, Mattel Interactive

Donald S. Macdonald, Toronto,
Ontario, Canada; senior advisor to
UBS Bunting Warburg; former
member of the Canadian House of
Commons and Cabinet; former
Canadian High Commissioner to
Great Britain and Northern Ireland

Gary G. Michael, Boise, Idaho; for-

mer chairman of the board and chief
executive officer, Albertson's, Inc.

A. William Reynolds, Hudson,
Ohio, chief executive, Old Mill
Group; former chairman of the
board and chief executive officer,
GenCorp Inc.

Jane E. Shaw, Sunnyvale,
California; chairman of the board
and chief executive officer,
AeroGen, Inc.

Frank A. Shrontz, Seattle,
Washington; chairman emeritus
and former chief executive officer,
The Boeing Company

Carolyn M. Ticknor, Boise, ldaho;
former president, Hewlett-Packard
Company Imaging and Printing
Systems

Ward W. Woods, Jr., New York,
New York; former president and
chief executive officer, Bessemer
Securities, LLC; a member of the

general partner, Bessemer Holdings,

L.P.; special partner, Bessemer
Partners & Co.

Executive Cfficers

George J. Harad
Chairman of the Board
Chief Executive Officer

Stanley R. Bell
Senior Vice President
Building Solutions, Distribution

John C. Bender
Senior Vice President
Building Solutions

Theodore Crumley
Senior Vice President
Chief Financial Officer

A. Ben Groce
Senior Vice President
Paper Solutions

John W, Holleran
Senior Vice President
Human Resources
and General Counsel

Christopher C. Milliken
Senior Vice President
Office Solutions

A. James Balkins [l
Vice President
Office Solutions

John A. Berilla
Vice President
Human Resources

Charles D. Blencke
Vice President
Paper Solutions

Thomas E. Carlile

Vice President

Control, Procurement, and
Information Services

Graham L. Covington
Vice President
Paper Solutions

Kenneth W. Cupp
Vice President
Office Solutions

Robert W. Egan
Vice President
Information Technology

David A. Goudge
Vice President
Office Solutions

Karen E. Gowland

Vice President

Associate General Counsel
Corporate Secretary

Vincent T. Hannity

Vice President

Corporate Communications and
Investor Relations

Miles A. Hewitt
Vice President
Paper Solutions

Guy G. Hurlbutt
Vice President
Public Policy and Environment

Judith M. Lassa
Vice President
Paper Solutions

lrving Littman
Vice President
Treasurer

Thomas A. Lovlien
Vice President
Building Solutions, Manufacturing

Richard W, Merson
Vice President
Paper Solutions

Carol B. Moerdyk
Vice President
Office Solutions

David A. New
Vice President
Timberland Resources

Michael D. Rowsey
Vice President
Office Solutions

James E. Sterrett
Vice President
Building Solutions, Manufacturing

Nick A. Stokes
Vice President
Building Solutions, Distribution




General Infeormation

About the Company

Boise delivers office, building, and paper solutions that help our customers to manage productive offices and construct well-built homes —
two of the most important activities in our society. Boise's 24,000 employees help people work more efficiently, build more effectively, and
create new ways to meet business challenges. Boise also provides constructive solutions for environmental conservation by managing

natural resources for the benefit of future generations.

Shareholder Information

Shareholders should direct inquiries concerning transfer requirements, lost
certificates, dividend and interest payments {including direct deposit),
changes of address, and account status for all of our publicly traded securi-
ties 1o our Shareholder Services Department by telephone at {800) 544-6473
or by e-mail at sharehalder@bc.com.

Firancial Publications

Our 2001 Annual Report, 2001 Form 10-K filed with the Securities and
Exchange Commission, and quarterly Fact Books are available upon written
request to Boise, Corporate Communications Department, PO. Box 50, Boise,
Idaho 83728-0007, by telephone at (208) 384-7990, or by e-mail at
beweb@bc.com.

Dividend Reinvestment and Employee Stock Purchase Plan
Shareholders of record may use their dividends and/or cash payments to
purchase additional shares of our common stock. Employees may use pay-
roll deduction for recurring purchases of stock. For information, contact our
Shareholder Services Department by telephone at (800) 544-6473 or by
e-mail at shareholder@bc.com.

Investor, Broker, Security Analyst Contast

Stockbrokers, financial analysts, and other investors seeking information
about Boise should contact our Investor Relations Department by telephane
at {208} 384-6390 or by e-mail at investor@bc.com.

Puklic Information

Members of the media and others seeking general information about Boise
should contact our Corporate Communications Department by tetephone at
{208) 384-7990 or by e-mail at beweb@bc.com.

Environmental Publications

Publications on a variety of environmental topics are available upon written
request to Boise, Corporate Communications Department, P.O. Box 50,
Boise, Idaho 83728-0001, by telephone at (208) 384-7990, or by e-mail at
beweb@bc.com.

Corporate Headquarters
Boise

1111 West Jefferson Street
PO. Box 50

Boise, Idaho 83728-0001
Telephaone (208} 384-6161

Fax (208) 384-7189
boweb@bc.com

Annval Weeling

Our annual meeting of shareholders will be held at 12 noon (Mountain day-
light time) on Thursday, April 18, 2002, in Boise, Idaho. Proxy material will
be mailed on or about March 12, 2002, to shareholders of record as of
February 25, 2002.

Exchange Listing
Boise's common stock (symbol BCC) and our convertible equity securities
{symbol BEP) are listed on the New York Stock Exchange.

Transfer Agents and Registrars
Common stock
Boise Cascade Corporation, Boise, Idaho (transfer agent)
U.S. Bank National Association, Boise, Idaho (registrar)
Wells Fargo Bank Minnesota, N.A., South St. Paul, Minnesota
{co-transfer agent and registrar)

7.50% Adjustable Conversion-Rate Equity Security Units
Boise Cascade Corporation, Boise, Idaho, and BNY Western Trust
Company, Seattle, Washington (co-transfer agents and registrars)

Auditors
Arthur Andersen LLP

The company's press releases are available through PR Newswire’s Company
News on Call. To receive a fax copy, call (800) 758-5804, extension 109525.

Visit Boise's website at www.bc.com.

Boise, Work. Build. Create., BC Calc, BC Framer, BC Tracker, and AllJoist are
trademarks of Boise Cascade Corporation.




————

Boise Cascade Corporation
1111 West Jefferson Street, PO. Box 50, Boise, Idaho 83728-0001




