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Report of Independent Registered Public Accounting Firm

Temple-Inland Benefits Administration Committee
Temple-Inland, Inc. Selected Thrift Plans

We have audited each of the accompanying statements of net assets available for benefits of the
Temple-Inland Inc. Selected Thrift Plans (as listed on pages F-2 through F-4) as of December 31,
2006 and 2005, and the related statement of changes in net assets available for benefits for each
plan for the year ended December 31, 2006. These financial statements are the responsibility of
the Plans’ management. Our responsibility is to express an opinion on these financial statements
based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. We were not engaged to perform an audit of the Plans’ internal control over
financial reporting. Our audits included consideration of internal control over financial reporting
as a basis for designing audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Plans’ internal control over financial
reporting. Accordingly, we express no such opinion. An audit also 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.

In our opinton, the financial statements for each of the Plans referred to above present fairly, in all
material respects, the net assets available for benefits of each Plan at December 31, 2006 and
2005, and the changes in their net assets available for benefits for the year ended
December 31, 2006, in conformity with U.S. generally accepted accounting principles.

Our audits were performed for the purpose of forming an opinion on the financial statements for
each Plan taken as a whole. The accompanying supplemental schedules of assets (held at end of
year) as of December 31, 2006, and delinquent participant contributions for the year then ended,
are presented for purposes of additional analysis and are not a required part of the financial
statements but are supplementary information required by the Department of Labor’s Rules and
Regulations for Reporting and Disclosure under the Employee Retirement Income Security Act of
1974, These supplemental schedules are the responsibility of the Plans’ management. The
supplemental schedules have been subjected to the auditing procedures applied in our audits of
the financial statements for each Plan and. in our opinion, are fairly stated in all material respects
in relation to the financial statements for each Plan taken as a whole.

oy MM’

Austin, Texas
June 25, 2007

F-1

A member firm of Ernst & Young Global Limited



$ZLE61°T $ 129'¢EL°0LI $ 085°ELY'¥eY $ LbL's8S €0l $ 990°086'SLI
0L6'L ZIS'v6r ¥+2'908 8LY'LIT YT EE]
PSL681°T $ 6S1'THTOLI 0¢1°999°¢8Y 692'39€°€01 PeOPRSLI
- 1452l 266°8 LGS'L —
TEL'PT 1L5'81T LIOZIL 8E9PTT [1S'vr
IL'e6 88¢°07 620°L8 680°CLI 91 vt
0zZ0°s1 0£5°981 S60°ET 960°66 $9¢
— €59°11 £68°1 SHel —
TT0°191°C 6S1°LE1°0LT LIL°E9S €8T 881°1s1°c01 [££T08°SL1
— 999°/ 868 891°L8+°T1 €6L68T'6 LEL'6L9'Y
LIL'E SL6'9E9°E 96 LT LT £TETIT FARN AN
190'C 008°9¢££°6 Z05°6vE°6T LEEPEST 989'100°t
675°6T 098060y 185°€69°02 2152Tr'T 900°CLL]
Ly0'T9 £01°011°¢ L1L°688°1Z ££8°¢01°¢ 869°TH6'6
7981 965°TH9°8 F09°SLY'SE L50°609°9 868°68Z°¢1
TI8'PET 658°L86°CC IPEvL6°TL $SL001°TY LoV LY9'bT
PLS'BE #1+'066 7 £06'TH0'61 $98'98¢°¢ LEI'SPP8E
668°L11 058°€T6 1 69+ 9L9°0L LLTLOE'S PSSLITNT
287°8¢8 86£'06£°1S T0t°8r8°ER 979°009°CT 608°vH8°CH
£LY'STS ¢ 8€9'6t0°9¢ #$0°6$L°66 956°SST 1L LBI'LELEE
95t LSt $70 £ct 80
ue[d 1UUNSIAU] muvho_n_Em EOED ueid ueld me_)mm uefd EuEubqu

pue s3UlABg
uonelodio)
xog pNESNLI)
OLIOIN [

Joy ue[q s3ujaeg
pueyuy-ajdwaj,

s3uraeg patie[es
puejuj-ajdwsa ]

paLIR[ES-UON
puejup-ajdwa],

900 ‘1€ 12quada(]

pue s3uiaeg
pueju[-aduwa ]

SLIZANTE 404 TV TIVAY SLISSY L3N 40 SINFWHLVLS
SNV'Id SONIAVS QIALDATHS ONI ANV INIATdINAL

$

‘SJUBUPIDIS [DIJUDUL] 01 SAION 23S
SIJaU3q J0j JQR[IBAR $13SSE 10N

$1520U0D JUaLISIAUL dAlsuodsal Jsuzq-A]ny
10J aNjEA 1IRIJUOI 0] AN[RA Tie] woly Jusunsnipy

an[eA 11gj 18 ‘Si1Jauaq J0J S]qR[IEAR 513558 1aN

papunjal 2q 0} suonnqrIuo)
SOMIQEL]

S3[qBAIDAI [RI0L
suonnqLyuod sakojdwg
suonngLIuos sakojdug
15219yl ueol wwedranred
:Sa]qeAlROY

SIUSUBSIAUT [RIOL
sueo[ juedidnaed
puny xapu] snjeA ded-[jews prenfues
pung dvOIdWIdd prenduep
PURJ YIMOID) [BUOTIBWIAIL] pIenSUe A
pung 1a10)dxg pirendusp
pung ucaSulj[am prenSuep
pun xapuj 005 plenSuea
puny AInseal] 1] pienduep
pun,j Jospulp pIrEngues
1sTU |, SSUIARS U3WIINSY pren3ueA
puny %2015 "ouj puejuf-adway,
jstu g Jeise]n] aasopdurs] pue(u]
-a7dwia] Jo sunodoe aveledas sy ul 3S3ILUT UR|d
[3N[BA JIE] 1B ‘SIUQUNSIAU]
SL3SSY

5




§S009Y°T $ 0T FTe'19! $ £1£99¢°05Y $ £FP0TT'66 $ T06'TI8'ILI
0L0S1 SEP'RSY SESTOI'T SE6°C6T LOL'T8I
S86'vPH'T $ $86°59Z°191 8LL'€9T 641 805°976'36 S61°0E9°TLI
096°C LLET £P0°L LOF 6T TE9°T1
ZEP'sT $61°THT 7£8°9zL 695°15T LZE'S9T
8L6'6 86Y°7T £EP°20T THELvl 96L°0F1
PeH'Sl PP 01T 990°L1 1£+'¢6 118'€T
— 6vT°6 X 96L°01 0ZL
£16°€2H°T L91°SZ0'191 686°CHO 6T 9L F0L 86 00S*LLY TLI
— £98°198'8 856°656°'11 L88°786'S 95K E86'p
0LT'l 069°700°¢C £06'FIE Y] L1zvell LT ELP'T
6L9 LPO'806°8 199°6£F°9T 610°16+'1 $9LpT8T
LEVTT 6L0°C18°C TOULEP'EL 906°L59°1 88C°6LP0
Sot'ZS F00'868°p F0£060°12 9£P‘988°C 116°78+6
€611 £30°9Z0°L $60°8TT 6T LE]'GSS'S PL1'68Y°I 1
$95°70T #89°02Z'1¢ 008°550°L9 £55°996°01 £19°Sp6'ET
8L6°8€ 665°00€°S 900°L08°81 £09°pPL°E 868°119°6¢
0LE'66 691°86€'¢C! L9E'6LY'ET 1+8°67L°8 $19°20T°61
9L TP 1] ePT'8T6'6Y SrLTE09°E8 6TL°88T'TT FSH e Cl
$$1°618 g 106°L99°6E SH0‘TE966 gIE 916 1€ $07°096°9¢
9GH LSP $Z0 €5t 870
Uejd 1UaUlsaAU] muu%o_n_Em— uoiun) uejd ue|d mm:__).wm ue[d EQEESOM

pue sSuiaeg
uonjerodio))
xog pajednuo)
oLIolN [T

10] uejd sSUIAES
pueju-ajdwa |

sSurARg patlejes
puequ-apdws |

paLIe[eg-UON
puejuy-ajduwa |,

€007 ‘1€ lequiada(

pue sfulAeg
pueu-ajdwa

SLIJANIE YO FTVIIVAVY SLISSV LN 40 SINIWHLV.LS
SNVTd SONIAVS 4123745 "ONI ANV INI-3T1dWEL

$

SIUDWBIDIS uB.___.ur_BEmk 0} 5210/ 239
S}Jauaq 10§ Afqe[IeA. SIASSE 19N

S1oBIUOD JUSUNSIAUT aaisuodsal yyeuaq Ay
10} SN[A 19BAUOS 0 ANjRA 1ie] WOl waunsnlpy

an[eA JIe] 18 ‘SIauaq Joj qe|IRAR S1SSE JON

pspurjal aq 0} SUDHNQLYUOD)
:saHIqer

SI[qBAIIIAI [BIO]
suonnqLauod 1aKojdwg
suonnqLauod askojdury
1sasayur ueoj wedianted
1S3]QEAID2Y

SIUSULSIALN [210],
sueo| wedisired
pun] xopuf anfep de)-[jew§ prensues
punj d¥DIWIdd piendues
punj qimoir) [EUCHELIANY] plenFue s
pun] Jalojdxg pienSuep
punJ uoi3uljjap prensuep
punj Xapu[ oS prenduep
punj Amsea1] ] pienSuep
pun,] Jospu, plenguep
15N sSuIARS JUSWIONIDY plendur A
pun 205 -auj puejuj-apdway,
sna |, 1asey sdopdwy puetu]
-ajdwa] jo siunosoe ajesedss am ul 1S3I31UL e[
anea I1e) e ‘SIUAUISIAU]
SLASSY

\n




¥-d

SIUSWAIZIS [OIPUDUL O] SRON 288

PTL'E6IT 12L9°6EL°0LT g 085 €Lt v8Y Y LEL$8S 01 $ 990°086'SL1 g Izadk jo pug
§S0'09v°T 0ZF'+Z6'191 g €1£°99€°05Y b £PH07T'66 g Z06'TI8 L] b 1824 Jo Butuurdog
:811Jauaq 10] 3[GE[IBAR S19SSE 19N
(1£€'997) 1621188 $ LOT LOTPE S FOL'S9EC Y 3 FOL L9 h) (aseardap) asearoul 1aN
- - 19°CI8't LO9'LLY] — sue|d 19410 (01) WO LAJSUBIL
— (60L°111) 1€2°991°7 (ze9'6ve'1) (068°20t) s1ajsuen uejdiajuy
(r6L6t9) (rereissn (6S€°T10°5S) (98T'8p€cl) (885°691°67) syuediotued o) suounquusiq
L9STET 69€°901°E1 90Z'6L8°CL 1LFOFT'6 £OPTE0'8I SuonNGLIUOd [B10],
— 629°052 05+'949°T 19z'z02 LEC'LEh SI9A0]J0Y
69L°6L 164'98¢°C LOL'EVY'6 SLI'9pS’E £66°CH0'8 ysed
Jrakopdwryg
86L°CTS1 69T 69701 670°6SL 1T #60°Tot'S £S0°150°6 asho[dug
1SUONNQLILOYD
- £88°09¢ [16°L68 161°€£9 07T'€EE sueo| Juedronted woly 152.91U]
968°051 6L8°TLO'F] LE9VO LY ESELILL 610°pLE'ST W],
I3)SEJA] WOL WOV JUIWISIAUL [210 ],
CLO'6S LYEISIL 61T'9r9' T 1LTLhL S rI'1ze9 sjudunsIAUL
Jo anjea ey uy voneraardde 1N
PPL I 750°090°T Sp8°zosE LOY'LE6 Z00°99¢ 1saau]
LLOSE 08+°198°'t $ £FCIC61°61 5 S8I°LTOC g £L898%°L S SPUIpPIAIp Uyse])
(ST IISEIN
saholdwy puejul-spdws jo sjunosoe
a1e1edas Sy} WOY SUIOIUT JUSLSIAU]
9P LSy §T0 £cy 820
ue[d JUIUNSIAU] saadodug ue[q s3utaeg ue|J suiaeg ug[d
pue ssuArg uotu) oy paLE[ES PaLIE[BS-UON IUEIHENIEN |
uonelodion ue[] sSuraeg puequr-ajdwaj puejup-ajdua pue sSuiaeg
xog pawdnuo) pue(uy-apdwa | pueup-ajdwa ]
CLIOI |3

900T ‘1€ J2quiade( papud 182X
SLIJANIE JOd ATIVIIVAY S.LASSY LAN NI SADONVHD 40 SINIFWALVLS
SNV1d SONIAVS A41.0373S "ONI ANV INFFITdNTL



NOTES TO FINANCIAL STATEMENTS

TEMPLE-INLAND
EMPLOYEE MASTER TRUST

December 31, 2006
NOTE A - DESCRIPTION OF PLANS

This report includes the selected employee benefit plans (the “Plans™) of TIN Inc. (dba Temple-
Inland) and its wholly owned subsidiaries (the “Company™) that participate in the Temple-Inland
Employee Master Trust (the *“T-I Trust”). The following description of Temple-Inland Savings and
Retirement Plan (*Savings and Retirement Plan™), Temple-Inland Non-Salaried Savings Plan (“Non-
Salaried Savings Plan”), Temple-Inland Salaried Savings Plan (“Salaried Savings Plan”), Temple-Inland
Savings Plan for Union Employees (“Savings Plan for Union Employees, and El Morro Corrugated Box
Corporation Savings and Investment Plan (“El Morro Plan™) provides eligibility, contributions and other
general information. The Summary Plan Descriptions, copies of which are available from the Company,
contains more detailed information about the Plans. The Plans are subject to the provisions of the
Employee Retirement Income Security Act of 1974 (ERISA).

General
Savings and Retirement Plan

The Savings and Retirement Plan was established effective April 1, 1989, The Plan was amended
and restated effective January 1, 2006. The Plan allows eligible employees to make contributions on a
before-tax basis as permitted by section 401(k) of the Internal Revenue Code (IRC) and to purchase stock
of the Company through participation in the Plan. Participants whose employment with the Company is
terminated have the option to roll over their funds to an IRA or another qualified employer plan, or for
balances over $1,000, defer their distribution and leave their funds in the Plan until age 65.

Certain salaried, salaried plus commission, or commission only employees of the Company are
automatically enrolled in the Plan at a before-tax contribution rate of three percent of the employee’s
compensation after 30 days of employment, unless the employee elects not to participate or elects a
different percent. In addition, automatically enrolled participants’ before-tax contributions are increased
one percent annually (every October 1), unless the participant has elected otherwise. This automatic
increase ceases once a participant’s before-tax contribution rate equals ten percent. Participants can also
contribute after-tax contributions to the Plan. Total voluntary before-tax and after-tax contributions are
limited to 50 percent of the employee’s compensation in each plan year.

The Company’s contributicn is an amount equal to 100 percent of the employee’s contributions
not to exceed three percent of the employee’s compensation in such payroll period, plus an amount equal
to 50 percent of the contributions made in excess of three percent fimited to six percent of the employee’s
compensation in such payroll period, with a maximum of $4,000 per participant in each plan year. The
Company also makes Company Retirement Contributions (as defined by the Plan) equal to 3-1/2 percent of
an employee’s eligible pay. All employees eligible for the Savings and Retirement Plan, whether or not
they are making before-tax or after-tax contributions, are eligible for the Company Retirement
Contribution upen completing three months of service.

Non-Salaried Savings Plan

The Non-Salaried Savings Plan was established effective January 1, 1990. The Plan was amended
and restated effective January 1, 2006. The Plan allows eligible employees to make contributions on a
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NOTES TO FINANCIAL STATEMENTS - (Continued)

TEMPLE-INLAND
EMPLOYEE MASTER TRUST

December 31, 2006

before-tax basis as permitted by section 401(k) of the IRC and to purchase stock of the Company through
participation in the Plan. Participants whose employment with the Company is terminated have the option
to roll over their funds to an IRA or another qualified employer plan, or for balances over $1,000, defer
their distribution and leave their funds in the Plan until age 65.

Non-union hourly and hourly plus commission-based employees of the Company are
automatically enrolled in the Plan at a before-tax contribution rate of three percent of the employee’s
compensation after 30 days of employment, unless the employee elects not to participate or elects a
different percent. In addition, automatically enrolled participants’ before-tax contributions are increased
one percent annually (every October 1), unless the participant has elected otherwise. This automatic
increase ceases once a participant’s before-tax contribution rate equals ten percent. Participants can also
contribute after-tax contributions to the Plan. Total voluntary before-tax and after-tax contributions are
limited to 50 percent of the employee’s compensation in each plan year.

The Company’s contribution is an amount equal to 100 percent of the employee’s contributions
not to exceed three percent of the employee’s compensation in such payroll period, plus an amount equal
to 50 percent of the contributions made in excess of three percent limited to six percent of the employee’s

compensation in such payroll period. The Company’s contribution will be limited to $4,000 per participant
in each plan year.

In January 2006 Temple-Inland Inc. purchased Temple-Inland Inc’s partner’s 50% interest in
Standard Gypsum, L.L.C. On May 3, 2006, account balances of the non-salaried employees, in the 401(k)

plan sponsored by Standard Gypsum L.L.C. were transferred into this Plan, which resulted in a transfer of
$1,477,607.

Salaried Savings Plan

The Salaried Savings Plan was established effective January 1, 1984, The Plan was amended and
restated effective January 1, 2006. The Plan allows eligible employees to make contributions on a before-
tax basis as permitted by section 401(k) of the IRC and to purchase stock of the Company through
participation in the Plan. Participants whose employment with the Company is terminated have the option
to rollover their funds to an IRA or another qualified employer plan or, for balances over $1,000, defer
their distribution and leave their funds in the Plan until age 65.

Certain salaried, salaried plus commissions, or commission-only basis employees of the Company
are automatically enrolled in the Plan at a before-tax contribution rate of three percent of the employee’s
compensation after 30 days of employment, unless the employee elects not to participate or elects a
different percent. In addition, automatically enrolled participants’ before-tax contributions are increased
one percent annually (every October 1), unless the participant has elected otherwise. This automatic
increase ceases once a participant’s before-tax contribution rate equals ten percent. Participants can also
contribute after-tax contributions to the Plan. Total voluntary before-tax and after-tax contributions are
limited to 50 percent of the employee’s compensation in each plan year.

The Company’s contribution is an amount equal to 100 percent of the employee’s contributions
not to exceed three perceat of the employee’s compensation in such payroll period, plus an amount equal
to 50 percent of the contributions made in excess of three percent limited to six percent of the employee’s
compensation in such payroll period. The Company’s contribution is limited to $4,000 per participant in
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NOTES TO FINANCIAL STATEMENTS - (Continued)

TEMPLE-INLAND
EMPLOYEE MASTER TRUST

December 31, 2006
each plan year.

In January 2006 Temple-Inland Inc. purchased Temple-Inland Inc’s partner’s 50% interest in
Standard Gypsum, L.L.C. On May 3, 2006, account balances of the salaried employees in the 401(k) plan
sponsored by Standard Gypsum L.L.C. were transferred into this Plan, which resulted in a transfer of
$4,864,913. The Plan also includes transfers out to other qualified plans of $51,272.

Savings Plan for Union Employees

The Savings Plan for Union Employees was established effective January 1, 1993. The Plan was
amended and restated effective January I, 2006. The Plan allows eligible employees to make contributions
on a before-tax basis as permitted by section 401(k) of the IRC and to purchase stock of the Company
through participation in the Plan. Participants whose employment with the Company is terminated have the
option to roll over their funds to an IRA or another qualified employer plan, or for balances over $1,000,
defer their distribution and leave their funds in the Plan until age 65. There are 48 and 52 individual
collectively bargained units belonging to the Plan as of December 31, 2006 and 2005, respectively.

Upon meeting the three-month service requirement, non-salaried union employees are permitted to
make voluntary before-tax and after-tax contributions to the Plan, limited to 50 percent of the employee’s
compensation in each plan year. The matching formula for Company contributions and the maximum
Company contribution per participant are defined in the collectively bargaining unit agreements.
Contribution ranges and Company matching formulas vary based on individual union agreements.

El Morro Plan

The El Morro Plan was established effective August 1, 1992. Banco Popular Trust Division is the
Trustee for this plan. The Plan allows any non-union employee who is employed by El Morro Corrugated
Box Corporation or Inland Paper Company, Inc., at its plants and warehouses in Vega Alta, Puerto Rico to
become a participant as of any enrollment date following three months of service. Participation in the Plan
is entirely voluntary. Participants whose employment with the Company is terminated have the option to
roll over their funds to an IRA or another qualified employer plan, or for balances over $1,000, defer their
distribution and leave their funds in the Plan until age 65. Voluntary before-tax or after-tax employee
contributions can be made to the Plan through periodic payrol! deductions, limited to ten percent of
compensation up to an annual limit of $8,000. Before-tax contributions are not to exceed the maximum
amount specified by Puerto Rico tax laws.

The Company’s contribution is an amount equal to 100 percent of the employee’s contribution not
to exceed three percent of the employee’s compensation in such payroll period, plus an amount equal to 50
percent of the contributions made in excess of three percent limited to six percent of the employee’s
compensation in such payroll period. The Company’s contribution is limited to $4,000 per participant in
each plan year.
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NOTES TO FINANCIAL STATEMENTS - (Continued)

TEMPLE-INLAND
EMPLOYEE MASTER TRUST

December 31, 2006
Investment Options

Participants may designate their contributions to be made in multiples of one percent into various
separate investment accounts within the T-I Trust other than the Temple-Inland Inc. Stock Fund. All
Company matching contributions are invested in the Temple-Inland Inc. Stock Fund. Participants may
transfer all or any portion (in multiples of one percent for all plans except the El Morro Plan) of their
before tax contributions account, after tax contribution account, employer matching contribution account,
qualified nonelective contribution account, and rollover account invested in any of the funds to any of the
active funds; provided, however, that a participant may not transfer any amounts held in his employer
matching contribution account unless he has attained age 59 prior to January 1, 2003, or completed a
period of service of at least three years. All Company Retirement Contributions in the Savings and
Retirement Plan are invested in the Vanguard IT Treasury Fund.

Each of the Plans except for El Morro participates in the Loan Fund. The Loan Fund consists of
monies borrowed by participants from their account balances. Repayments of principal and interest are
allocated to the participants’ account balances based on the participants’ current investment elections.

Vesting

Participants are immediately vested in their voluntary contributions plus actual earnings therecon. A
participant becomes fully vested in the Company’s contribution after 36 months of service. Participants are
34 percent vested after 12 months, 67 percent vested after 24 months and 100 percent vested after 36
months. Company Retirement Contributions in the Savings and Retirement Plan vest upon five years of
continuous service. Any Company contributions not otherwise vested, vest upon five years of continuous
service. Upon termination, the non-vested portion of the Company’s contributions will be forfeited.

Forfeitures

Nonvested balances of participants’ accounts may be subject to forfeiture upon termination of their
employment with the Company. Forfeitures occur in the Plan year in which the participant receives a
distribution of their vested account or after five consecutive one-year breaks in service, as defined.
Forfeitures are used to reduce future Company contributions.

Administration

The Plans are administered by an appointed committee. Guidelines as to who may be appointed to
serve on an administering committee and how appointments are made are set forth in the Plan Documents.
All significant costs of administering the Plans are paid by the Company. The Vanguard Group Inc. is the
recordkeeper for the Plans.

Interplan Transfers
Interplan transfers on the statements of changes in net assets available for benefits represent

account balances of participants who have transferred between Company sponsored plans due to changes
in employment status,

F-8
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NOTES TO FINANCIAL STATEMENTS - (Continued)

TEMPLE-INLAND
EMPLOYEE MASTER TRUST

Decemmber 31, 2006
NOTE B - SUMMARY OF ACCOUNTING POLICIES
Basis of Accounting

The financial statements of the Plans are prepared under the accrual method of accounting in
accordance with U.S. generally accepted accounting principles. Purchases and sales of securities are
recorded on a trade-date basis.
New Accounting Pronouncement

In December 2005, the Financial Accounting Standards Board (“FASB™) issued FASB Staff

Position AAG INV-1 and SOP 94-4-1, Reporting of Fully Benefit-Responsive Investment Contracts Held
by Certain Investment Companies Subject to the AICPA Investment Company Guide and Defined-

. Contribution Health and Welfare and Pension Plans (the “FSP”). The FSP defines the circumstances in

which an investment contract is considered fully benefit-responsive and provides certain reporting and
disclosure requirements for fully benefit-responsive investment contracts in defined contribution health and
welfare and pension plans. The financial statement presentation and disclosure provisions of the FSP are
effective for financial statements issued for annual periods ending after December 15, 2006, and are
required to be applied retroactively to all prior periods presented from comparative purposes. The Plan has
adopted the provisions of the FSP at December 31, 2006.

As required by the FSP, investments in the accompanying statements of net assets available for
benefits include fully benefit-responsive investment contracts that are recognized at fair value. AICPA
Statement of Position 94-4-1, Reporting of Investment Contracts Held by Health and Welfare Benefit
Plans and Defined Contribution Pension Plans, as amended, requires fully benefit-responsive investment
contracts to be reported at fair value in the Plans’ statements of net assets available for benefits with a
corresponding adjustment to reflect these investments at contract value. The requirements of the FSP have
been applied retroactively to the statements of net assets available for benefits as of December 31, 2005
presented for comparative purposes. Adoption of the FSP had no effect on the statements of changes in
net assets available for benefits.

Use of Estimates

The preparation of the financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates that affect the amounts reported in the financial
statements and accompanying notes. Actual results could differ from those estimates.

Risks and Uncertainties

The Plans provide for various investments in a company stock fund, mutual funds and common
collective trusts. Investiment securities, in general, are exposed to various risks, such as interest rate, credit
and overall market volatility risks. Due to the level of risks associated with certain investment securities, it
is reasonably possible that changes in the values of investment securities will occur in the near term and
that such changes could materially affect the amounts reported in the statements of net assets available for
benefits and participant account balances.
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NOTES TO FINANCIAL STATEMENTS — (Continued)

TEMPLE-INLAND
EMPLOYEE MASTER TRUST

December 31, 2006
Interest in the Temple-Inland Employee Master Trust

In 1993, the T-I Trust was formed. Vanguard Fiduciary Trust Company (*Vanguard™) was
appointed as the Master Trustee. The assets of the T-I Trust are held in various separate investment
accounts. Each of the benefit plans participating in the T-I Trust has beneficial interest percentages in the
specific separate investment accounts available to the respective plan as selected by the Temple-Inland Inc.
Investment Committee. The assets are allocated among participating plans by assigning to each plan those
transactions (primarily contributions and benefit payments), which can be specifically identified. The
income and expenses resulting from the collective investment of the assets are allocated among each plan
in proportion to the fair value of the assets on a daily basis.

Investments

Investments are stated at fair value. The fair value of the Temple-Inland Inc. Stock Fund is based
on the last sales price of the year as reported by the New York Stock Exchange. The fair value of
investments in the Vanguard mutual funds is based on the net asset value per unit as reported by the
National Association of Security Dealers on the last business day of the year. Loans are stated at cost,
which approximates fair value.

The Vanguard Retirement Savings Trust is a common collective trust (“CCT”) fund which invests
in fully benefit—responsive investment contracts. The fair value of the traditional guaranteed investment
contracts in the CCT is based on the discounted expected future cash flows for each contract. The fair
value of the wrapper contracts in the CCT is based on re-bid rates for those same contracts. The fair value
of the mutual funds in the CCT is based on quoted market prices. Bonds and bond trusts are valued using
the latest bid price provided by pricing services plus accrued interest. The fair value of the CCT is
adjusted to contract value in accordance with the FSP. Contract value represents contributions made plus
interest accrued at the contract value, less withdrawals.

Investment Income

Dividends are recorded as income on the ex-dividend date. Interest income is recorded on the
accrual basis. Realized gains or losses on investment securities sold are determined on the basis of average
cost.

Payment of Benefits

Benefits are recorded when paid.
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NOTES TO FINANCIAL STATEMENTS — (Continued)

TEMPLE-INLAND
EMPLOYEE MASTER TRUST

December 31, 2006

Investment income (loss) for the separate investment accounts for the year ended December 31,

2006 is as follows:

Net Appreciation
(Depreciation) in Fair
Value of Investments

as Determined by

Quoted Market Prices Interest Dividends Total

Temple-Inland Inc. Stock Fund $ 6,059414 % —_ 4,586,253 10,645,667
Vanguard Retirement Savings Trust — 7,173,140 — 7,173,140
Vanguard Windsor Fund 8,792,342 — 10,407,457 19,199,799
Vanguard IT Treasury Fund (1,047,371) — 3,020,480 - 1,973,109
Vanguard 500 Index Fund 16,146,871 — 2,206,846 18,353,717
Vanguard Wellington Fund 3,673,487 — 4,392,589 8,066,076
Vanguard Explorer Fund (288,308) — 3,804,622 3,516,314
Vanguard International Growth Fund 3,399,284 — 3,455,602 6,854,880
Vanguard PRIMECAP Fund 2,160,879 —_ 2,695,564 4,856,443
Vanguard Small-Cap Value Index Fund 3,628,486 — 446,747 4,075,233

Total $ 42525084 § 7.173,i40 § 35,016,160 84,714,384

NOTE D - NONPARTICIPANT DIRECTED INVESTMENTS

The following two funds, the Temple-Inland Inc. Stock Fund and the Vanguard 1T Treasury Fund
include both participant and nonparticipant directed amounts. The participant directed amounts are deemed
nonpatticipant directed for purposes of this disclosure. Information about the net assets and the significant
components of the changes in net assets relating to the nonparticipant directed investments is as follows:
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NOTES TO FINANCIAL STATEMENTS - (Continued)

TEMPLE-INLAND
EMPLOYEE MASTER TRUST

December 31, 2006
NOTE E - TAX STATUS
The Plans have received determination letters from the Internal Revenue Service stating that the

Plans are qualified under Section 401(a) of the IRC and, therefore, the related trust is exempt from taxation
dated as follows:

Savings Plan for Union Employees May 20, 2002
Savings and Retirement Plan February 26, 2004
Non-Salaried Savings Plan February 26, 2004
Salaried Savings Plan February 26, 2004

Once qualified, the Plans are required to operate in conformity with the IRC to maintain their
qualification. The El Morro Plan has received a favorable determination letter dated March 26, 1996, from
the Commonwealth of Puerto Rico Department of the Treasury stating that the plan is qualified under
Section 165(a) of the Puerto Rico Income Tax Act of 1954, (PR Code) as amended. All of the above plans
have been amended or restated since the most recent determination letters. It is the opinion of the Plan
Administrator that the Savings Plan for Union Employees and Non-Salaried Savings Plan, as amended, are
operating in compliance with the applicable requirements of the Code and, therefore, believes that these
plans are qualified and the related trust is tax exempt. The plan sponsor has indicated that it will take the
necessary steps, if any, to bring the Savings and Retirement Plan and the Salaried Savings Plan into
compliance with the IRC. The plan sponsor has indicated that it will take the necessary steps, if any, to
bring the El Morro Plan into compliance with the PR Code.

NOTE F - PLAN TERMINATION

Although it has not expressed any intent to do so, the Company has the right under the Plans to
discontinue its contributions at any time and to terminate the Plans subject to the provisions of ERISA.

In the event of the termination of the Plans, the individual accounts of all members shall become

fully vested. After deducting all charges and expenses, the balances of all individual accounts will be
adjusted and the remaining assets distributed.

NOTE G — RECONCILIATION OF FINANCIAL STATEMENTS TO FORM 5500
The following is a reconciliation of net assets available for benefits per the financial statements to

the Form 5500s as of December 31, 2006 and a reconciliation of the net increase (decrease) per the
financial statements to the Form 5500s for year ended December 31, 2006.
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NOTES TO FINANCIAL STATEMENTS — (Continued)

TEMPLE-INLAND
EMPLOYEE MASTER TRUST

December 31, 2006

Savings and Retirement Plan
Net assets available for benefits per the financial statements

Less: Adjustment from contract value to fair value for fully
benefit —responsive investment contracts
Net assets available for benefits per the Form 5500

Net increase per the financial statements

Less: Adjustment from contract value to fair value for fully
benefit —responsive investment contracts

Net increase per the Form 5500

Non-Salaried Savings Plan

Net assets available for benefits per the financial statements

Less: Adjustment from contract value to fair value for fully
benefit —responsive investment contracts

Net assets available for benefits per the Form 5500

Net increase per the financial statements

Less: Adjustment from contract value to fair value for fully
benefit —responsive investment contracts

Net increase per the Form 5500

Salarjed Savings Plan
Net assets available for benefits per the financial statements

Less: Adjustment from contract value to fair value for fully
benefit —responsive investment contracts
Net assets available for benefits per the Form 5500

Net increase per the financial statements

Less: Adjustment from contract value to fair value for fully
benefit —responsive investment contracts

Net increase per the Form 5500

Savings Plan for Union Emplovees

Net assets available for benefits per the financial statements

Less: Adjustment from contract value to fair value for fully
benefit —responsive investment contracts

Net assets available for benefits per the Form 5560

Net increase per the financial statements

Less: Adjustment from contract value to fair value for fully
benefit —responsive investment contracts

Net increase per the Form 5500

F-16

175,980,066

(133,224)
175,846,842

(133,224)

103,585,747

(217,478)
103,368,269

(217,478)

$ 484,473,580

(806,844 )
$ 483,666,736

34,107,267

(806,844 )
33,300,423

170,735,671

(494,512)
170,241,159

(494,512



NOTES TO FINANCIAL STATEMENTS — (Continued)

TEMPLE-INLAND

EMPLOYEE MASTER TRUST
December 31, 2006
El Morro Plan
Net assets available for benefits per the financial statements $ 2,193,724
Less: Adjustment from contract value to fair value for fully

benefit —responsive investment contracts (7.970)
Net assets available for benefits per the Form 5500 $ 2,185,754
Net decrease per the financial statements A (266,331)
Less: Adjustment from contract value to fair value for fully

benefit —responsive investment contracts (1.970)
Net decrease per the Form 5500 $ (274,301)

Fully-benefit responsive investment contracts have been recorded in the accompanying financial
statements at contract value. The Form 5500 requires these investment contracts to be reported at fair
value.

NOTE G - SUBSEQUENT EVENT
On February 26, 2007, the board of directors of the Company announced a transformation plan
that involves separating the Company into three focused, stand-alone, public companies. The Company is

in the process of developing the Plans within the three stand alone companies. The impact to the Plans has
not yet been determined. The transformation is expected to be completed by year-end 2007,
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SIGNATURE

The Plan. Pursuant to the requirements of the Securities Exchange Act of 1934, the trustees (or other persons who administer
the employee benefit plan) have duly caused this annual report to be signed on its behalf by the undersigned thereunto duly

authorized.

Date: June 25, 2007

TEMPLE-INLAND
SALARIED SAVINGS PLAN

Temple-Inland Inc.
Benkfits/Administration Committee
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i’l ERNST& YOUNG & Ernst & Young up & Phone: (512} 478-9881

Suite 1800 Fax: (512} 473-3499
401 Congress WWW.CY.CoMm
Austin, Texas 78701

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the Registration Statement, as amended,
(Form S-8 No. 33-27286) pertaining to the Temple-Inland Salaried Savings Plan of our
report dated June 25, 2007, with respect to the financial statements and supplemental
schedules of the Temple-Inland Salaried Savings Plan included in this Annual Report
(Form 11-X) for the year ended December 31, 2006.

M&MLW

Austin, Texas
June 26, 2007
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M



