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111 Virginia Street

Suite 300

Richmond VA 23219
Telephone (804) 697 1900

Report of Independent Accountants Facsimile ~ (804) 697 1999

To the Administrator of
the Westvaco Corporation Employee Stock
Ownership Plan for Salaried Employees

In our opinion, the accompanying statements of net assets available for benefits and the related
statements of changes in net assets available for benefits present fairly, in all material respects, the
net assets available for benefits of the Westvaco Corporation Employee Stock Ownership Plan for
Salaried Employees (the “Plan”) at September 30, 2001 and 2000, and the changes in net assets
available for benefits for the years then ended in conformity with accounting principles generally
accepted in the United States of America. These financial statements are the responsibility of the
Plan’s management; our responsibility is to express an opinion on these financial statements based
on our audits. We conducted our audits of these statements in accordance with auditing standards
generally accepted in the United States of America, which require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

/Q;WQMML;@W L LA

February 22, 2002
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WESTVACO CORPORATION
EMPLOYEE STOCK OWNERSHIP PLAN FOR SALARIED EMPLOYFEES
STATEMENTS OF NET ASSETS AVAILABLE FOR BENEFITS
AS OF SEPTEMBER 30,

2001 2000
Assets:
Investments, at fair value:
Interest in the Master Trust $356,822,157  $351,372.354
Net assets available for benefits $356,822,157  $351.372,354

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




WESTVACO CORPORATION

EMPLOYEE STOCK OWNERSHIP PLAN FOR SALARIED EMPLOYEES

STATEMENTS OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS

YEARS ENDED SEPTEMBER 30,

2001 2000
Additions to net assets attributed to:
Contributions:
Participants § 19,274,261 $ 18,188,343
Employer, net of forfeitures of $100,000 in 2001 ‘
and $223,000 in 2000 12,391,759 9,441,661
Total contributions 31.666.020 27,630,004
Income (loss) from investments:
Interest in the income (loss) of the Master Trust and
net appreciation (depreciation) in fair value of investments (3.664,255) 28,315.842
Total income (loss) from investments (3.664,255) 28,315.842
Total additions 28.001,765 55.945.846

Reductions in net assets attributed to:
Withdrawals and distributions to participants

Total reductions

(22,551.962)

(41.257.537)

(22,551.962)

(41,257.537)

Net increase in assets before transfer 5,449,803 14,688,309

Assét transfer in - 1,039,158
Net assets available for benefits:

Beginning of year 351,372,354 335,644,887

$356,822,157  $351,372,354

End of year

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




WESTVACO CORPORATION
EMPLOYEE STOCK OWNERSHIP PLAN FOR SALARIED EMPLOYEES
NOTES TO FINANCIAL STATEMENTS

Note 1 — Description of the Plan:

Organization and Administration

The Westvaco Corporation Employee Stock Ownership Plan for Salaried Employees

(the “Plan”) is a defined contribution plan which was approved by the Board of Directors of
Westvaco Corporation (the “Company’) and went into effect on April 1, 1968. State Street Bank
and Trust Company is the Plan’s trustee (the “Trustee”). The Plan is administered by the Benefit
Plans Administration Committee and the Benefit Plans Finance Committee, both of which are
appointed by the Chief Executive Officer of the Company. Trustee fees and expenses, audit fees,
blanket fidelity insurance and administrative expenses are paid by the Company. Expenses
related to the purchase and sale of securities including commissions, fees and stock transfer taxes
are paid by the Plan and are netted with the cost of purchases or the proceeds from sales. The
Plan is subject to the provisions of the Employee Retirement Income Security Act of 1974

(ERISA).

On January 29, 2002, the Company merged with The Mead Corporation. (For more information,
see Note 11.)

Eligibility and Vesting

Generally, Westvaco Corporation salaried employees are eligible to participate in the Plan.
Employees vest in Company contributions after completing five years vested service in the Plan;
upon death; upon retirement; if the Company terminates or completely discontinues its
contributions to the Plan; if employment terminates due to job elimination (provided the
employee had accumulated three years of service); or on the sale of a business operated by the
Company, provided the employee is designated as having vested in an Instrument of Designation
(See Note 11). Subject to certain break-in-service rules, amounts representing Company
contributions not vested at time of termination of employment are forfeited and applied to reduce
subsequent Company contributions. On October 20, 1998, in accordance with requirements of
the Internal Revenue Service (IRS), the Plan was amended to define vested service as service in
the employ of the Company and its subsidiaries. The amendment was retroactive to October 1,
1992.
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NOTES TO FINANCIAL STATEMENTS

Note 1 — Description of the Plan: (continued)

A Summary Plan Description describing significant Plan provisions has been made available to

all Plan participants.

Contributions

Any eligible salaried employee can make monthly contributions to the Plan of up to 16% of his
or her salary in increments of 1%. Contributions may be (1) deferred, i.e. contributions are not
considered to be current taxable income of the contributing participant, (2) non-deferred which
are considered to be current taxable income of the contributing participant; or (3) a combination
of deferred and non-deferred. Under the Tax Reform Act of 1986, participants meeting the
definition of highly-compensated employees are limited by certain rules set forth by the Internal
Revenue Service as to the percentage of salary that they can defer. The Plan also allows for
employees who had tax deferred savings accounts with another employer to roll their funds into
the Plan. Such funds can be rolled over directly from the other employer’s plan, or from an

Individual Retirement Account (IRA) into which the employee had already deposited such funds.

The Company makes monthly contributions at the rate of 75% of Matchable Regular Participant
Contributions (participant contributions up to 6% of regular monthly salary plus incentive
compensation contributed to the Westvaco Employee Shareholder Fund). The Company will
make an additional Company contribution for the benefit of each participant who was a
participant on any October 31 if certain performance milestones have been attained. The Board
of Directors of the Company may adjust the match percentage and any additional company
contributions, at its discretion. On November 28, 2000, the Board of Directors authorized a 15
percent supplemental increase in the Company’s basic matching contributions. All plan
members, who were employed on October 31, 2000, received the supplemental match, which

was deposited in December 2000.

Prior to October 1, 1994, at a participant’s discretion, participant contributions were invested in
either the Fixed Income Fund, the Westvaco Stock Fund, or both. Between October 1, 1994 and
July 1, 1999, participant contributions were invested only in the Westvaco Stock fund. On July

1, 1999, the Plan expanded its investment options and participants may now contribute to the

2-




NOTES TO FINANCIAL STATEMENTS

Note 1 — Description of the Plan: (continued)

Westvaco Employee Shareholder Fund (formerly known as the Westvaco Stock Fund) or any of
five mutual funds, which are held in a Master Trust established on May 1, 1999. The Master
Trust holds the plan assets of the Company’s hourly and salaried employee stock ownership

plans. Company contributions are invested in the Westvaco Employee Shareholder Fund.

Withdrawals

Except for hardship withdrawals, a participant may not withdraw amounts representing his or her
deferred contributions until age 59 Y, at which point he or she may withdraw, not more than
once every twelve months, a minimum amount of the lesser of $1,000 or 50% of the value of his
or her deferred account. Hardship withdrawals may be any amount needed to meet a specific
hardship up to the value of a participant’s deferred account; however, earnings on contributions
made after December 31, 1988 may not be withdrawn. No withdrawals may be made from a
participant’s deferred account while there is an outstanding participant loan made prior to
October 1, 1997. A participant may withdraw from his or her non-deferred account, but not
more than once every twelve months, a minimum amount of the lesser of $1,000 or 50% of the
value of his or her non-deferred account. Additionally, a participant may withdraw, but not more
than once every 36 months, amounts representing vested Company contributions in the

participant’s account.

A participant terminating employment with the Company for any reason may elect to receive a
distribution of the entire value of his or her vested accounts at any time, or may elect to retain his
or her accounts in the Plan in full until the attainment of age 70 . Terminated employees who
leave their account balances in the Plan may later take partial distributions on either a non-

scheduled or a periodic basis.

Loans

Participants who are current employees of the Company may obtain loans for any reason. Loans
are limited to the lesser of $50,000 or 50% of the vested value of a participant’s accounts. Prior

to October 1, 1997, the Trustee obtained funds (“Plan Loan”) for loans to participants from other

lending institutions. For loans issued on or after October 1, 1997, a participant’s vested accounts
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NOTES TO FINANCIAL STATEMENTS

Note 1 — Description of the Plan: (continued)

in the plan are the source of the funds for a loan. Repayments, including interest at a rate of one
percent above prime, are reinvested in a participant’s vested accounts. Participant loans are

valued at the face value of the loans.
Participants are restricted to three outstanding loans at any time, only one of which may be for
the purchase of a primary residence. Prior to July 1, 1999, participants were restricted to one

outstanding loan at a time, or two, if one was for the purchase of a primary residence.

Plan Termination

In the event of termination of the Plan or a determination by the Board of Directors to never
again contribute to the Plan, a participant shall receive the value of all of his or her vested
accounts. In addition, the balance of employer contributions which have been forfeited by
participants whose continuous service ended prior to vesting less the amount of current employer
contributions owed to the Trustee will be ratably credited to the accounts of remaining

participants.

Note 2 — Summary of Significant Accounting Policies:

Use of Estimates

In accordance with generally accepted accounting principles, the preparation of financial
statements requires estimates and assumptions that affect the reported amounts of some assets
and liabilities and, in some instances, the reported amounts of net asset additions and reductions

during the reporting period. Actual results could differ from these estimates.

Allocation of Units of the Master Trust

Each month, the value of each individual plan’s investment in the Master Trust is determined by
specific contributions to that plan, net of withdrawals and distributions, and a proportionate
allocation at the fund level of Master Trust earnings. Master Trust earnings are comprised of
interest and dividend income and the net appreciation/depreciation in the fair value of

investments. The allocation percentage of these earnings at the fund level is calculated on the




NOTES TO FINANCIAL STATEMENTS

Note 2 — Summary of Significant Accounting Policies: (continued)

monthly value determination date by dividing the current Plan’s fund balance, by the
consolidated fund balance of both plans participating in the Master Trust. Following such

determination, each plan is credited with the proportionate allocation of the earnings.

Security Transactions and Valuations

Security transactions are accounted for on the trade date. Investments in the Company’s stock
are valued at the closing price on the valuation date as reported on the New York Stock
Exchange. Investments in mutual funds listed on national securities exchanges are valued at the
last reported sales price on composite listings on the valuation date. Fixed income securities
which are actively traded are valued at the closing sale or bid price on the valuation date.

Dividend income is recorded on the ex-dividend date.

Income and Expense Recognition

Income and expenses are recorded on the accrual basis.

Distributions

Distributions from the mutual funds are made in cash. Distributions from the Westvaco
Employee Shareholder Fund are made in cash or shares of the Company’s stock at the election of
the participant. Distributions are based on the market value of the participant’s account as of the

valuation date.

Participant Account Valuation

Participant account balances are valued under the Unit Value Accounting method. The value of
a unit is determined by dividing the net assets of each fund at each valuation date by the total
number of outstanding units. This number of units is then adjusted by each participant’s
contributions, transfers, withdrawals and distributions based upon the unit value as of the

valuation date.




NOTES TO FINANCIAL STATEMENTS

Note 2 — Summary of Significant Accounting Policies: (continued)

Risks and Uncertainties

The Plan provides for various mutual fund investment options in stocks, bonds, money market,
and fixed income securities as well as direct common stock investment. Underlying investments
are exposed to various risks, such as interest rate, market and credit. Due to the level of nsk
associated with certain investment securities and the level of uncertainty related to changes in the
value of investment securities, it is at least reasonably possible that changes in risks in the near
term would materially affect participants’ account balances and the amounts reported in the
Statements of Net Assets Available for Benefits and the Statements of Changes in Net Assets
Available for Benefits.

Note 3 — Federal Income Tax Status:

The Internal Revenue Service (IRS) has determined and informed the Company by a letter dated
August 18, 1998 that the Plan and related trust are designed in accordance with applicable
sections of the Internal Revenue Code (IRC). The Plan Administrator believes the Plan and
Master Trust continue to be designed and operated in compliance with the requirements for
income tax exemption under the Internal Revenue Code. Accordingly, no provision for federal

income taxes has been recorded in the accompanying financial statements.

Note 4 — Acquisitions and New Subsidiaries:

Employees of Mebane Packaging Group, acquired by the Company in January 2000, who were
offered employment by the Company were credited with vested service in Westvaco’s employee
stock ownership plans for their prior service with Mebane. Employees of the Evadale, Texas
mill, acquired by the Company in December 1999, who were offered employment by the

Company, were also credited with vested service for their prior service with Temple-Inland Inc.




NOTES TO FINANCIAL STATEMENTS

Note 4 — Acquisitions and New Subsidiaries: (continued)

Salaried domestic employees of AGI, Incorporated, and Klearfold, Inc. became eligible to
participate in the Company’s employee stock ownership plan effective July 1, 2001 and were
vested in the plan regardless of past service. New AGI and Klearfold employees as of July 1,
2001 are subject to plan vesting requirements. The Company acquired AGI, formerly IMPAC
Group, Inc., in July 2000. Salaried domestic employees of Westvaco Brand Security, Inc., a
subsidiary formed in September 2000, and of Paxonix, an independent Internet-enabled company
launched by Westvaco Corporation in December 2000, became eligible to participate in the plan

as of their hire date with these subsidiaries.

Note 5 — Investments:

The following investments represent five percent or more of the Plan’s net assets as of

September 30,

2001 2000

Investment in Master Trust $356,822,157 $351,372,354

Note 6 — Investment in the Master Trust:

At September 30, 2001 the Plan’s undivided interest in the net assets of the Master Trust was
74.84% (77.85% at September 30, 2000). Net assets of the Master Trust as of September 30, at

fair value, were as follows:

2001 2000
Short term investments $ 11,694,579 $ 11,516,610
Common stock — Westvaco (See Note 11) 400,695,459 377,590,656
Mutual funds 44,305,454 44,859,426
Participant loans 15,778,054 13,828,523
Other assets, net 4,318,518 3,530,579
Total $476,792,064  $451,325.,794




NOTES TO FINANCIAL STATEMENTS

Note 6 — Investment in the Master Trust: (continued)

Changes in the net assets of the Master Trust resulted from the following during the years ended

September 30,
2001 2000

Participant contributions $ 37,598,211 $ 35,672,942
Employer contributions 23,510,857 18,465,706
Interest income 1,959,149 1,831,931
Dividend income 16,855,728 14,066,975
Net appreciation (depreciation) in fair value of investments (24.982.908) 17,640,134

Net earnings of the Master Trust (6,168,031) 33,539,040
Withdrawals and distributions (29.474,767) (49,020,617)

Increase in net assets before transfer 25,466,270 38,657,071
Asset transfer in - 4,748,190
Net assets available for benefits at beginning of year 451,325.794 407,920,533
Net assets available for benefits at end of year $476,792.064 $451,325.794

The investments in the Master Trust (including gains and losses on investments bought and sold,

as well as held during the year) depreciated in value by $24,982,908 and appreciated in value by

$17,640,134 during the years ended September 30, as follows:

2001
Common stock — Westvaco (See Note 11) $(13,613,134)
Mutual funds (11,369.774)
Total $(24,982.908)

2000
$15,775,026

1,865,108
$17.640,134




NOTES TO FINANCIAL STATEMENTS

Note 7 — Non-Participant Directed Investments of the Master Trust:

Information about the net assets and the significant components of the change in net assets

relating to the non-participant directed investments at September 30, and the plan year then

ended are as follows:

Net assets:
Short term investments
Common stock — Westvaco (See Note 11)
Other assets, net

Net assets available for benefits

Changes in net assets:
Contributions
Dividend and interest income
Net appreciation (depreciation) in fair value of
investments
Total additions
Withdrawals and distributions
Total reductions

Net increase in assets

Note 8§ — Distributions Payable:

2001
$ 11,694,579
400,695,459
4,231,710
$416,621,748

2001
$ 54,824,085
14,959,464

(13,613.134)
56,170,415
(32,054.400)

(32,054,400)
$.24,116.015

2000
$ 11,516,610
377,590,656
3.398.467
$392,505,733

2000

$ 49,556,687
13,682,357

15,593,321
78,832,365

(52.872,533)

(52,872,533)
$ 25,959,832

Generally accepted accounting principles require that distributions payable be disclosed rather

than be reflected as a plan liability in the financial statements. Under ERISA, these obligations

are required to be included on the Form 5500. There were no distributions payable as of

September 30, 2001 or 2000.




NOTES TO FINANCIAL STATEMENTS

Note 9 — Interplan Transfer:
On December 29, 1999, the Company acquired the Evadale, Texas mill (See Note 4). The net

value of applicable participants’ accounts was transferred into the Plan on March 3, 2000, and

amounted to $1,039,158.

Note 10 — Reclassification of Prior Year:

Previously reported balances for loan repayments of $2,659,461 and loans to participants of
$3,783,083 for the year ended September 30, 2000, have been reclassified in the Statements of
Changes in Net Assets Available for Benefits to conform with the current year presentation. The
net difference of ($1,123,625) is reflected in withdrawals and distributions to participants,

resulting in an increase from the previously reported balance of $40,133,912 to $41,257,537.

Note 11 — Subsequent Events:

On November 27, 2001, The Board of Directors adopted resolutions to amend the Plan effective
January 1, 2002, to provide participants the option of electing to have dividends on Westvaco
common stock reinvested or distributed in cash. In addition, participants age 50 and above were
given the option of making supplemental deferred contributions in accordance with the monetary
limits established under the Economic Growth and Tax Relief and Reconciliation Act of 2001
provided the contributions are not subject to company matching contributions. Immediate
vesting in company matching contributions also became effective January 1, 2002, for all plan

participants.

On January 29, 2002, The Mead Corporation and Westvaco Corporation completed a merger of
equals forming the MeadWestvaco Corporation. Under the terms of the transaction, Westvaco
shareholders received 0.97 shares of MeadWestvaco stock for each share of Westvaco stock
held. The Westvaco Employee Shareholder Fund was renamed the MeadWestvaco Employee

Shareholder Fund. The merger was structured as a stock-for-stock tax-free exchange.
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NOTES TO FINANCIAL STATEMENTS

Note 11 — Subsequent Events: (continued)

Effective on the merger date, the Plan was amended by the Board of Directors of Westvaco
Corporation to address eligibility following restructuring. Employees hired at Westvaco
locations cannot be denied eligibility to participate in the Plan due to a transfer to a Mead
location or the MeadWestvaco headquarters. Employees hired at a location operated by The
Mead Corporation or a subsidiary are not be eligible to participate in the Plan regardless of

whether they are transferred to a Westvaco location.
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CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by reference in the Registration Statement on Form S-8
(No. 333-50703) of MeadWestvaco Corporation (formerly Westvaco Corporation) of our report
dated February 22, 2002 relating to the financial statements of the Westvaco Corporation
Employee Stock Ownership Plan for Salaried Employees, which appears in this Form 11-K.

: 5 /7 .
/QMWWZW L7
PricewaterhouseCoopers LLP

Richmond, VA
March 29, 2002




SIGNATURES

The Plan. Pursuant to the requirements of the Securities Exchange Act of 1934, the Mead Westvaco
Corporation Benefit Plans Investment Policy Committee and Benefit Plans Administration
Committee have duly caused this annual report to be signed on its behalf by the undersigned
hereunto duly authorized.

WESTVACO CORPORATION EMPLOYEE
STOCK OWNERSHIP PLAN FOR
SALARIED EMPLOYEES

B %a/ Qoae Ny

Chairperson of the Benefit Plans Investment
Policy Committee

By /%M ‘//ZM%_

aria L. Payn/e @)
hairperson of the Benefit Plans
Administration Committee
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Eric J. Labellotti
Plan Administrator

Date: March 28 , 2001




