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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

PLUM CREEK TIMBER COMPANY, INC.
CONSOLIDATED STATEMENT OF INCOME
(UNAUDITED)

Quarter Ended
March 31, March 31,
2002 2001
(In Millions,
except per share)

Interest Expense, net

ProViSioN fOr INCOME TAXES ......cuceeiieiueiiiecici i tstsiesses et essas st sesbs st et sessestssstessassestess st sssesse st sesbess s sessssssessssasssssestansssens

Net Income per Share—Basic

Weighted average number of Shares outstanding—Basic

See accompanying Notes to Consolidated Financial Statements



PLUM CREEK TIMBER COMPANY, INC.
CONSOLIDATED BALANCE SHEET

March 31, December 31,

2002 2001
(UNAUDITED)
(In Millions, except sharedata)
ASSETS
Current Assets:
Restricted AAVanCe frOM CUSLOMIET .........c.cveceeeeeeeieeereeeseste s s seste e sssse e e sss e s s ssssesssssssssssssssssenens
01V (0) =TT

Other Current Assets

Timber and Timberlands—Net

Other Assets

LIABILITIES
Current Liabilities:

(D1 e =o I G T = o1 2T

Other Liabilities
—I-II-

Commitments and Contingencies
STOCKHOLDERS' EQUITY

Common stock, $0.01 par value, authorized shares—300 million, outstanding—
184,654,751 at March 31, 2002 and 183,825,407 at December 31, 2001

Retained Earnings

Total StOCKNOIAEIS EQUILY .....coceiiieieieceieeceeieesest et teeec s ses e e s sasbe s se st s s s sssesrese st sbsssssesbess s stsbssssssesssssases 2.31¢ 2,247

See accompanying Notes to Consolidated Financial Statements



PLUM CREEK TIMBER COMPANY, INC.
CONSOLIDATED STATEMENT OF CASH FLOWS
(UNAUDITED)

Three Months Ended
March 31, March 31,
2002 2001
(In Millions)

Cash Flows From Oierati ni Activities:

Adjustments to RECONCIHIE NEL INCOME LO........cccururereeririreeieiresesteesess st sase s s e sss s sssssssessssssnseseneans

Cash Flows From Investing Activities:

Net Cash Used In Investing Activities (20)

©)
(19)

See accompanying Notes to Consolidated Financial Statements



PLUM CREEK TIMBER COMPANY, INC.
NOTES TO CONSOL IDATED FINANCIAL STATEMENTS
(UNAUDITED)

Notel. Basisof Presentation

References to “Plum Creek,” “the company,” “we” or “our” are references to Plum Creek Timber Company, Inc., a Delaware
corporation and areal estate investment trust, or REIT, for federal income tax purposes, and all of itswholly owned subsidiaries.

The consolidated financial statements include al of the accounts of Plum Creek. At March 31, 2002, the company owned and
managed approximately 7.8 million acres of timberlands in the Northwest, Southern and Northeast United States, and owned and
operated ten wood product conversion facilities in the Northwest United States. The company estimates that 400,000 acres of its
7.8 million acres may be better suited for conservation, residential or recreational purposes rather than for long-term commercial
timber management. Certain reclassifications have been made, none of which affected operating income or net income, to present
the financial statements on a consistent basis. All significant intercompany transactions have been eliminated in consolidation of
the financial statements.

On October 6, 2001, The Timber Company, a separate operating group of Georgia-Pacific Corporation, merged with and into
Plum Creek. The merger was accounted for as areverse acquisition. A s a consequence, even though The Timber Company ceased
to exist for legal purposes, the historical financial statements of The Timber Company have become the historical financial
statements of Plum Creek. Therefore, the financial statements reflect the conmbined operations of Plum Creek and The Timber
Company for periods subsequent to October 6, 2001, and reflect solely the operations of The Timber Company for periods prior
to October 6, 2001.

The financia statements included in this Form 10-Q are unaudited and do not contain all of the information required by
generally accepted accounting principles to be included in a full set of financial statements. The audited financial statementsin
the company’s 2001 annual report on Form 10-K include a summary of significant accounting policies of the company and should
be read in conjunction with this Form 10-Q. In the opinion of management, all material adjustments necessary to present fairly the
results of operations for such periods have been included. All such adjustments are of a normal and recurring nature. The results
of operations for interim periods are not necessarily indicative of the results of operations for the entire year.

In the fourth quarter of 2001, consistent with Plum Creek’s historical policy, the company elected to capitalize certain timber
reforestation costs and other costs associated with the planting and growing of timber that were previously expensed by The
Timber Company. Because our merger with The Timber Company was accounted for as a reverse acquisition, the adoption of
Plum Creek’s historical policy was accounted for as a change in accounting method. This new capitalization policy was applied
retroactively as of January 1, 2001, and as a consequence, operating results and cash flow for the quarter ended March 31, 2001
have been restated to reflect this change.



Note2. Timber and Timberlands, Property, Plant and Equipment, and Inventory
Timber and timberlands consisted of the following (in millions):

March 31, December 31,
2002 2001
Timber and logging roads—net $2,286 $2,267

Timberlands.........c.oocvvvvicverieiieines 1,187 1,213
Timber and Timberlands—net $3,473 $3,480

Property, plant and equipment consisted of the following (in millions):

March 31, December 31,

2002 2001
Land, buildings and iMPIrOVEMENTS............ceuerreriererereseeseeseeseressessessessessessessesessessessessessessessessesssssssessessessessessesses $ 82 $ 8C
MaChiNEry and EQUIPIMENT ......c.cuececieiciccte ettt bbbt es e bbb st et n s s b s s e 271 271
353 351
ACCUMUIBEEA EPIECIALION .....vueuceceeeeeaceeeseeaetessesesssessessesessesesssesasssssssssssssesessssesssasasssssesssnssssesessssssnsesasssasssnsnssasases _(42) _(35)
Property, Plant and EQUIPMENT—NEL ..ottt s s seaen s $311 $31¢

Inventories, accounted for using the average cost method for logs, work-in-process and finished goods and cost for supplies,
consisted of the following (in millions):

March 31, December 31,

2002 2001
RAW MEBLENTAIS (IOQS) ..vuvvuerruuerresersesesseuesstseestseestasestssessesesssseasssesessesessesessessesessesessesesstsesstsesssessssessssessssessessesessensssssnes $18 $17
WV OTK=IN-PIOCESS......curuetriiecietrisessestetsesseaesse s sste s s s sssessessassesse e sssebes e sesesee s seses s sesss et es s s seses s snse b e s s esat et s s antesasnnsntasaen 4 4
L LTS =0 0000 P 21 21
43 42
SUPPIIES. v v eueueteeretuseeesesesessesesesssessesessssssesasesessesesssesassesssssssnssnsessssesssnsassesnsesasesnsesassesesesesssnsesesnsnssesesesesnsesesnnsesesnsnssases _10 _10
TOLAL . $53 $52

Note3. Income Taxes

References to the company’s “taxable REIT subsidiaries” are references to subsidiaries of Plum Creek Timber Company, Inc.
which conduct activities that generate non-qualifying REIT income. References to the company’s “REIT operating partnerships’
are references to subsidiaries of Plum Creek Timber Company, Inc. which primarily conduct activities that generate qualifying
REIT income.

Plum Creek has elected to be taxed as a REIT under sections 856-860 of the United States Internal Revenue Code
commencing July 1, 1999. A REIT is generally not subject to corporate-level tax if it satisfies certain requirements set forth in the
Internal Revenue Code. Under the Internal Revenue Code, a REIT is permitted to deduct dividends paid to stockholders in
computing its taxable income. The company anticipates that distributions will exceed its taxable income for the year ended
December 31, 2002. Therefore, except for taxes relating to built-in gains (discussed below), no provision for federal or state
income tax with respect to the company’s REIT activities has been provided for the quarter ended March 31, 2002. During the
quarter ended March 31, 2001, The Timber Company was a taxable entity and therefore, given that The Timber Company’s
historical financial statements have become our historical financial statements, a tax provision with an effective tax rate of
approximately 38% has been recorded for the quarter ended March 31, 2001.

The activities of the company are conducted through various wholly owned subsidiaries. The company’s REIT activities,
which are conducted through its wholly owned REIT operating partnerships, consist primarily of sales of timber under cutting
contracts, and the income from such sales is not subject to income tax to the extent such income is distributed to stockholders.
Our various taxable REIT subsidiaries harvest and sell logs, purchase and sell timber under cutting contracts or lump-sum sales,
conduct our manufacturing operations and sell some of our higher and better use lands. The income fromthese activitiesis subject
to income tax. Therefore, an income tax provision of less than $1 million for the quarter ended March 31, 2002 was provided for
the operations conducted by the taxable REIT subsidiaries. Because a substantial portion of the corrpany’s consolidated activities
are conducted by its REIT operating partnerships, the annual consolidated effective tax rateis anticipated to average less than five
percent. Furthermore, because the manufacturing of wood products has historically been a cyclica business, there may be periods
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in which we report consolidated pre-tax income, while the taxable REIT subsidiaries generate a pre-tax loss. In this case, a tax
benefit may be recorded in the consolidated financial statements.

A built-in gains tax of $2 million was recorded during the quarter ended March 31, 2002 related to the disposition of
timberlands that were acquired in connection with the merger with The Timber Company. Proceeds from certain dispositions are
currently being held by athird party intermediary and may be reinvested in like-kind property within the required time period as
prescribed under the Internal Revenue Code (referred to as “deferred exchanges’). Currently, it is not probable that the proceeds
will be reinvested in like-kind property within the required time period. It is the company’s policy to record a tax expense for real
estate sales that are consummated through athird party deferred exchange intermediary to the extent that (1) the disposition would
be subject to corporate-level income tax (including the built-in gains tax) if the proceeds are not reinvested within the required
time period and (2) management does not believe that it is probable that the proceeds will be reinvested in like-kind property
within the required time period. If such proceeds are reinvested within the required time period, the tax expense will be reversed.

Note4. Borrowings

As of March 31, 2002, we had $492 million of borrowings outstanding under our line of credit. The line of credit consistsof a
$600 million revolving line of credit maturing September 30, 2005 and a $100 million term facility maturing on September 30,
2002. Borrowings on the line of credit fluctuate daily based on cash needs. Subject to customary covenants, the line of credit
allows for borrowings from time to time up to $600 million, including up to $50 million of standby letters of credit. The $100
million term facility was classified as long-term debt due in 2005 because of the company’s intent and ability to finance these
borrowings on a long-term basis. As of March 31, 2002, $208 million remained available for borrowing under the line of credit
and there were outstanding standby letters of credit of $93,000. On April 4, 2002, $250 million of the borrowings under the line
of credit were repaid.

Note5. EarningsPer Share

The following table sets forth the reconciliation of basic and diluted earnings per share for the quarters ended:

March 31, March 31,

2002 2001
(Inmillions,
except

per shareamounts)
Net income allocable to commOon SLOCKNOITEIS .........c.ovuiueeuceire e $ 56 $ 37
Denominator for basiC €arNiNgS P SNAIE.........ccv et 184.5 112.7
Effect of dilutive SECUritiES—StOCK OPLIONS.......c.cueeieriueieeeseieieeseesessessessesessesse s essse s ses s ens s s sssessessssssessees 0.7 1.2
Effect of dilutive securities—unvested restricted stock, dividend equivalent rights, and

value ManagemMent PlaN ........ccceueeeieeecc ettt na s 0.1 —

Denominator for diluted earnings per share—adjusted for dilutive securities 185.3 113.9
BaSiC EarNiNgS PEF SNaAE .......ccuiieiiieeier ettt $ 0.30 $ 0.33
DilUtiVe EGrNINGS PEI SNBIE .....c.cviieeiieeeireeeisiesisessissseaessesessssesses st sssss et sesessssesstsssstsssssssessssssssassssassessssesesessessssssssseens $ 0.30 $ 0.32



Note6. Segment Information

Thetable below presents information about reported segments for the quarters ending March 31 (in millions).

Manu-
Northern  Southern Real factured
Resources Resources Edgate Products Other  Tota

2002

Operating iNCoOME ......cccuveverererrereeerereeeeenens

Prior to the October 6, 2001 merger, The Timber Company had one reportable segment. The segment information for 2001
has been restated to reflect our new segments.

A reconciliation of total operating income to income before income taxes for the quarters ended March 31 is presented below
(in millions).

Note7. Subsequent Event

On April 23, 2002, the board of directors authorized the company to make a dividend payment of $0.57 per share. Total
dividends will approximate $105 million and will be paid on May 30, 2002 to stockholders of record on May 15, 2002.



ITEM 2. MANAGEMENT’S DISCUSSION AND ANALY SIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

References to “Plum Creek,” “the company,” “we” or “our” are references to Plum Creek Timber Company, Inc., a Delaware
corporation and areal estate investment trust, or REIT, for federal income tax purposes, and all of its wholly owned subsidiaries.

This Report contains forward-looking statements within the meaning of the Private Litigation Reform Act of 1995. Some of
the forward-looking statements can be identified by the use of forward-looking words such as “believes,” “expects,” “may,”
“will,” “should,” “seeks,” “approximately,” “intends,” “plans,” “estimates,” “projects,” “strategy” or “anticipates’ or the negative
of those words or other comparable terminology. Forward-looking statements involve inherent risks and uncertainties. A number
of important factors could cause actual results to differ materially from those described in the forward-looking statements. Some
factors include changes in governmental, legislative and environmental restrictions, catastrophic losses from fires, floods,
windstorms, earthguakes, volcanic eruptions, insect infestations or diseases, as well as changes in economic conditions and
competition in our domestic and export markets and other factors described from time to time in our filings with the Securities
and Exchange Commission. In addition, factors that could cause our actual results to differ from those contemplated by our
projected, forecasted, estimated or budgeted results as reflected in forward-looking statements relating to our operations and
businessinclude, but are not limited to:

" ou

our failureto qualify asa REIT or our failure to achieve the expected competitive advantages of operating asaREIT;

an unanticipated reduction in the demand for timber products and/or an unanticipated increase in the supply of timber
products;

our failure to make strategic acquisitions or to integrate any such acquisitions effectively or, conversely, our failure to
make strategic divestitures; and

the failure to meet our expectations with respect to our likely future performance.
Accordingly, actual results may not conform to the forward-looking statements contained in this Report.

The following discussion and analysis should be read in conjunction with the financial information and analysis included in
our Annual Report on Form 10-K filed with the Securities and Exchange Commission on March 25, 2002.

Overview

Merger with The Timber Company. On October 6, 2001, the six entities that comprised The Timber Company, formerly
a separate operating group of Georgia-Peacific Corporation (“ Georgia-Pacific’), merged with and into Plum Creek, with Plum
Creek as the surviving company. As a part of the merger, the shareholders of Georgia-Pacific Corporation—Timber Group
Common Stock (“Timber Company Stock”) received 1.37 shares of Plum Creek’s common stock for each share of the Timber
Company Stock, or approximately 112.7 million shares. The merger was accounted for as a reverse acquisition, with The Timber
Company being treated as the acquirer for accounting and financial reporting purposes. As a consegquence of this accounting
treatment, the historical financial statements of The Timber Company became the historical financial statements of Plum Creek
effective as of the consummation of the merger. Therefore, the financial statements reflect the combined operations of Plum
Creek and The Timber Company for periods subsequent to October 6, 2001 and reflect solely the operations of The Timber
Company for periods prior to October 6, 2001.

Prior to the merger with Plum Creek, The Timber Company had only one reportable segment. Subsequent to the merger,
Plum Creek has five reportable segments. The Timber Company’s historical segment information has been restated to reflect
these new segments. Furthermore, the period-to-period comparison of the results of operations for the First Quarter of 2002
compared to the First Quarter of 2001 is based on these new segments. See Note 6 of the Notesto Financial Statements.

Plum Creek (The Timber Company prior to the October 6, 2001 merger) historically recognized revenue from timber sales
under three different methods, depending upon the terms of the sale. These methods were (1) delivered log sales, (2) cutting
contracts and (3) timber deeds. Timber deeds are agreements pursuant to which the buyer agrees to harvest al of the trees on a
given tract of land during the term of a contract (usually 12 to 18 months). Risk of loss and title to the trees transfer to the buyer
when the contract is signed. The buyer also pays the full purchase price when the contract is signed. Revenue from a timber deed
sale isrecognized when the contract is signed.



Subsequent to the October 6, 2001 merger, we replaced timber deed agreements with lump -sum sale agreements because of
certain REIT requirements. Under alump-sum sale, the parties agree to a lump-sum price for al the timber available for harvest
on atract of land. Generally the lump-sum price is paid when the contract is signed. However, unlike timber deeds, title to the
timber and risk of loss transfers to the buyer as the timber is cut. Therefore, revenue is recognized each month based on the timber
harvested, compared to total timber available to be harvested, on agiven tract of land over the term of a contract (usually 12 to 18
months).

Accounting Method Change. Inthe fourth quarter of 2001, the company changed its accounting policy to capitalize certain
timber reforestation costs that had been previously expensed. The new capitalization policy was applied retroactively as of
January 1, 2001.

U.S.-Canada Softwood Lumber Agreement

The trade dispute between the United States and Canada continues to be a major source of uncertainty for U.S. lumber
markets. On March 31, 2001, the five-year lumber trade agreement between the U.S. and Canada expired. The agreement was
intended to limit the volume of lumber that was exported to the U.S. through the assessment of atariff on annual lumber exports
in excess of certain levels from the four major lumber producing Canadian provinces. Prior to this five-year agreement, Canadian
lumber producers were aggressively increasing their penetration into the U.S. market as a result of their lower wood fiber costs
and favorable exchange rates.

Following the expiration of the trade agreement, U.S. industry aalitions submitted anti-dumping and countervailing duty
petitions to the International Trade Commission and the U.S. Department of Commerce. On March 22, 2002, the Department of
Commerce, rendered its final determination in favor of the U.S. industry coalitions and issued a 19.3% countervailing duty on
Canadian lumber imports and an anti-dumping duty on all non-investigated Canadian exporters averaging 9.7% (representing the
weighted average of the anti-dumping rates imposed on the investigated Canadian exporters). The Department of Commerce
decreased these duties on April 26, 2002 to 18.8% and 8.4%, respectively. On May 2, 2002, the International Trade Commission
rendered a final determination that the U.S. industry is threatened with material injury by Canadian lumber imports. As a result of
this determination, it is expected that the Department of Commerce will issue the countervailing and anti-dumping duties within
two to three weeks.

However, there is a strong indication that the Canadian government will appeal the decision by the International Trade
Commission to the World Trade Organization. That appeal process would likely extend beyond 2002. If an appeal to the World
Trade Organization were determined adversely to U.S. interests, then an increase in the supply of lumber to U.S. markets from
Canadian sources would likely result. Other factors remaining unchanged, such an increase would increase downward pressure on
lumber and log prices.

Results of Operations—First Quarter 2002 Compared to First Quarter 2001
The following table compares operating income by segment for the quarters ended March 31.:

Operating Income by Segment

(In Millions)
March 31, March 31,
2002 2001
NOINEIN RESOUICTES.........ooceieiiieeiee et ees s s s $2( $5
SOULNEIN RESDUITES........eeeeeereeirereeeeesesesesesesessee e sessssssesesssessesesssssessessssssssesssssessesssssesssnssssessenssnsessssssesessssssnssenssnsessens 5¢ 63
REAI ESALE. ... .ttt ses s ses s se sttt E s8R 1 4
MANUFACTUPEA PIOTUCES ..ottt bbbt a b s bbbttt ne bt z —
()1 = OO PP ORI z _ 3
Total Segment Operating Income 91 75
Other Costs & Eliminations _(D _(4
(0] 0= g 11010 114 0T0] 03P $87 $71
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Northern Resources Segment. Revenues increased by $59 million, or 310%, to $78 million in 2002. Excluding revenues
associated with the October 6, 2001 merger with Plum Creek, revenues increased by $2 million, or 11%, to $21 million. This
increase of $2 million was due primarily to higher softwood sawlog sales volume. Softwood sawlog sales volume increased ($3
million) due primarily to the age class distribution of our Oregon timberlands, which has an increasing percentage of timber
approaching maturity.

Excluding the impact of the October 6, 2001 merger, Northern Resources Segment operating income was 28% of its revenues
for 2002 and 26% for 2001. Northern Resources Segment costs and expenses increased by $44 million, or 314%, to $58 million in
2002. Excluding costs and expenses associated with the October 6, 2001 merger, costs and expenses increased by $1 million, or
7%, to $15 million and was due primarily to higher log and haul costs associated with higher sales volume.

Southern Resources Segment. Revenues increased by $9 million, or 10%, to $100 million in 2002. Excluding revenues
associated with the October 6, 2001 merger, revenues decreased by $5 million, or 6%, to $85 million. This decrease of $5 million
was due primarily to lower softwood sawlog sales ($13 million), offset in part by a higher percentage of delivered log sales ($7
million).

Softwood sawlog sales decreased primarily because of the effect of modifications to the terms of our supply contract with
Georgia-Pacific. During 2001, a substantial portion of The Timber Company’s sales was to Georgia-Pacific under a long-term
supply agreement pursuant to which Georgia-Pacific purchased standing timber, or timber deeds, twice ayear ? in February and
August. Because these sales to Georgia-Pacific were made pursuant to timber deeds, which pass title to the timber at the time of
sale, all of the revenue from each semi-annual sale to Georgia-Pacific was recognized at the time the timber deed was sold,
regardless of when the timber was actually harvested. Therefore, The Timber Company was able to recognize in the first quarter
of 2001 all of the revenue from its February 2001 timber deed sales to Georgia-Pacific (along with revenue from other timber
deed sales made during the quarter), even though all of the timber represented by the timber deeds was not actually harvested
during the quarter. Following the October 6, 2001 merger, we discontinued making sales of timber under timber deeds because of
REIT requirements. To comply with these requirements, we also modified our long-term supply agreement with Georgia-Pacific
to provide for timber sales on a lump-sum basis rather than under timber deeds. As a result, revenue from the lump-sum contract
salesis recognized as the timber is actually harvested.

The decrease in revenues was offset by $7 million due to a greater percentage of delivered log sales compared to sales of
standing timber. Under a delivered log sale agreement, the seller is responsible for log and haul costs. When standing timber is
sold the buyer incurs the log and haul costs. While revenues are higher when the seller is responsible for the logging and hauling
of timber, costs of sales generally increase by a similar amount. As a result, the company realizes lower operating margins as a
percent of revenue, although operating income is not generally affected.

Excluding the impact of the October 6, 2001 merger, Southern Resources Segment operating income was 61% of its revenues
for 2002 and 69% for 2001. This decline was due primarily to two factors: the increased percentage of delivered log sales; and the
effect of lump-sum contract timber sales on our pricing average. As described above, lump-sum contract timber sales are
recognized in the quarter in which timber is actually harvested. Because timber sales under lump-sum contracts (formerly under
timber deeds) generally target higher margin sawlog timber stands, the effect of deferring a significant portion of these salesto
subsequent quarters reduces operating margin. Southern Resources Segment costs and expenses increased by $17 million, or 61%,
to $45 million in 2002. Excluding costs and expenses associated with the October 6, 2001 merger, costs and expenses increased
by $5 million, or 18%, to $33 million. This increase of $5 million was due primarily to an increase in log and haul costs offset in
part by lower depletion expense. Log and haul costs increased by $7 million due primarily to a higher percentage of delivered log
sales compared to sales of standing timber. Depletion expense decreased by $1 million due primarily to lower softwood sawlog
sales.

Real Estate Segment. Revenues increased by $19 million, or 475%, to $23 million in 2002. Excluding revenues associated
with the October 6, 2001 merger, revenues increased by $10 million, or 250%, to $14 million. This increase of $10 million is due
primarily to the timing of real estate sales. Approximately 5% of the company’s timberlands may be better suited for
conservation, residential or recreational purposes rather than for long-term commercia timber management. The timing of real
estate sales is a function of many factors, including the availability of government and not-for-profit funding, the general state of
the economy, the plans of adjacent landowners, the company’s expectation of future price appreciation and the timing of
harvesting activities.

Excluding the impact of the October 6, 2001 merger, Real Estate Segment operating income was 89% of its revenues for 2002
and 90% for 2001. Real Estate Segment costs and expenses increased by more than $10 million to $11 million in 2002. Excluding
costs and expenses associated with the October 6, 2001 merger, costs and expenses increased by $1 million in 2002 from less than
$1 million in 2001.
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Manufactured Products Segment. The company’s historical financial statements for periods prior to the October 6, 2001
merger are the historical financial statements of The Timber Company, which did not have any manufacturing operations. For the
first quarter of 2002, Manufactured Products Segment revenues were $93 million, expenses were $91 million and operating
income was $2 million.

Other Segment. Revenues decreased by $1 million to $2 million in 2002. Expenses were less than $1 million during 2002
and 2001.

Other Costs and Eliminations. Other Costs and Eliminations (which consists of corporate overhead and intercompany
profit elimination) decreased operating income by $7 million in 2002, compared to a decrease of $4 million in 2001. This change
of $3 million was due primarily to $5 million of higher corporate expenses due to the increase in size of the company, offset by $2
million of intercompany profit released during the quarter. At March 31, 2002, the deferred profit on intercompany log sales was
$7 million. Profit on intercompany log salesis deferred until the lumber and plywood manufacturing facilities convert existing log
inventories into finished products and sell them to third parties. Prior to the October 6, 2001 merger, The Timber Company did
not have any deferred profit on log sales.

Interest Expense. Net interest expense increased by $15 million, or 136%, to $26 million for 2002. This increase was due
primarily to the $837 million of Plum Creek’s debt that was acquired in connection with the October 6, 2001 merger.

Financial Condition and Liquidity

Net cash provided by operating activities totaled $73 million for the first quarter of 2002, compared to $49 million in the
same period of 2001. The increase of $24 million is due primarily to the October 6, 2001 merger. As a result of the merger,
operating income increased by $13 million and non-cash operating expenses (depletion and depreciation) increased by $16
million.

Cash and cash equivalents at March 31, 2002 was $285 million compared to $193 million at December 31, 2001. The increase
was due primarily to Plum Creek accelerating the payment of the fourth quarter 2001 dividend. Plum Creek paid the dividend for
the fourth quarter of 2001 on December 28, 2001. Normally, the fourth quarter dividend would have been paid in February of the
following year. The payment of the fourth quarter 2001 dividend was accelerated because of our merger with The Timber
Company and the REIT requirement under the Internal Revenue Code that all earnings and profits inherited in connection with a
merger must be distributed by January 31st of the year following the merger.

Subsequent to the October 6, 2001 merger, the company replaced timber deed agreements with lump -sum sale agreements
because of certain REIT reguirements. As a conseguence, revenue that previously was recognized when the contract was signed is
now deferred and is recognized as the timber is harvested. At March 31, 2002 deferred revenue associated with lump-sum sale
agreements was $38 million. Additionally, $31 million of cash received from a customer for alump -sum contract was restricted at
March 31, 2002. The restricted cash is in a separate bank account and the restriction is lifted when the customer advises us that
the timber under the lump-sum contract has been cut.

Our borrowing agreements contain various restrictive covenants, including limitations on harvest levels, sales of assets, the
incurrence of indebtedness and payment of cash dividends. Our borrowing agreements restrict dividends to stockholders based on
available cash, which is generally our net income after adjusting for non-cash charges (such as depreciation and depletion),
changes in various reserves and capital ependitures and principal payments on indebtedness that are not financed. In addition,
our line of credit requires that we maintain an interest coverage ratio and maximum leverage ratio. We were in compliance with
all of our borrowing agreement covenants as of March 31, 2002. If market conditions experienced during 2001 and the first
quarter of 2002 were to persist for an extended period of time, our debt agreements would restrict our ability to maintain our
current dividend level.

Cash required to meet our financial needs will be significant. We believe, however, that cash on hand and cash flows from
continuing operations will be sufficient to fund planned capital expenditures, and interest and principal payments on our
indebtedness for the next year.

Future dividends will be determined by our board of directors, in its sole discretion, based on consideration of a number of
factors including, but not limited to, our results of operations, cash flow and capital requirements, economic conditions, tax
considerations, debt covenant restrictions that may impose limitations on the company’s ability to make cash payments,
borrowing capacity, changes in the price and demand for Plum Creek’ s products and the general market for timberlands and those
timberland properties that have higher and better uses. Other factors that our board of directors might consider include the
appropriate timing of timber harvests, acquisition and divestiture opportunities, stock repurchases, debt repayment and other
means by which the company could deliver value to its stockhol ders.



Capital expenditures for the first quarter of 2002 were $17 million, compared to $20 million for the same period in 2001.
Planned capital expenditures for 2002 are expected to be approximately $100 million and include approximately $80 million for
our timberlands, $15 million for the development of our coalbed methane and $5 million for our manufacturing facilities. The
timberland expenditures are primarily for reforestation and other expenditures associated with the planting and growing of trees.

Other Information

In June 2001, the Financial Accounting Standards Board issued SFAS No. 143, “Accounting for Asset Retirement
Obligations,” which is effective for fiscal years beginning after June 15, 2002. The statement provides accounting and reporting
standards for recognizing obligations related to asset retirement costs associated with the retirement of tangible long-lived assets.
Under this statement, legal obligations associated with the retirement of long-lived assets are to be recognized at their fair valuein
the period in which they are incurred if a reasonable estimate of fair value can be made. The fair value of the asset retirement
costs is capitalized as part of the carrying amount of the long-lived asset and expensed using a systematic and rational method
over the assets' useful life. Any subsequent changes to the fair value of the liability will be expensed. Management is currently
assessing the impact of this statement on our results of operations, financial position and cash flows.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Approximately $1.21 billion of debt of the company bears interest at fixed rates, and therefore the fair value of these
instruments is affected by changes in market interest rates. The following table presents principal cash flows (in millions) based
upon maturity dates of the debt obligations and the related weighted-average interest rates by expected maturity dates for the
fixed-rate debt. The interest rate on the variable-rate debt as of March 31, 2002, was LIBOR plus 1.5% which includes facility
fees (3.4%). However, thisrate could range from LIBOR plus 0.75% to LIBOR plus 1.75% depending on our financial results.

March 31, 2002: There- Fair
Long-term debt, including current portion 2002 2003 2004 2005 2006 after Total Value
Fixed rate debt ........cccveveerereneceeseseeeeseeeeeenes $ 3k $ 33 $ 3k $ 32 $161 $91¢9 $1,184 $1,200
AVQ. INLEreSt rate......cccveveeeerrererecerereeeesereseeeeene 8.2% 8.2% 8.1% 8.0% 7.9% 7.8%
Premium AmOortiZation..........cceccueeveeecreeecrsesceennne $ € $ 6 $ € $ 5 $ 3 $ 1 $ 2
Variable rate debt®............ooceoeeeeeeeeeeeeeeeeeenee $492 $ 492 $ 492

(1) Asof April 4, 2002, $250 million of variable rate debt was repaid.

At March 31, 2001, The Timber Company’s debt was an allocated portion of Georgia-Pacific's total outstanding debt and,
therefore, the fair value of the allocated debt was not impacted by changes in market interest rates. The interest charged on the
allocated debt was adjusted quarterly based on the weighted-average interest rate of Georgia-Pacific’ s debt.
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PART II
ITEM 1. LEGAL PROCEEDINGS
There is no pending or threatened litigation involving the company that we believe would have a material adverse effect on
the company’ s financial position, results of operations or liquidity.

Items 2, 3, 4 and 5 of Part 1l are not applicable and have been omitted.

ITEM 6. EXHIBITSAND REPORTS ON FORM 8-K
(a) List of Exhibits
Each exhibit set forth below in the Index to Exhibits is filed as a part of this report. All exhibits not filed herewith are

incorporated herein by referenceto aprior filing asindicated.

INDEX TO EXHIBITS

D;i);w;tliton Nature of Exhibit
25 Agreement and Plan of Merger by and among Georgia-Pacific Corporation, North American Timber Corp., NPI
Timber, Inc., GNN Timber, Inc., GPW Timber, Inc., LRFP Timber, Inc., NPC Timber, Inc. and Plum Creek Timber
Company, Inc. (incorporated herein by reference to Plum Creek’s Current Report on Form 8K/A, dated July 18,
2000). Amendment No. 1 to the Agreement and Plan of Merger, dated as of June 12, 2001 (incorporated herein by
reference to Plum Creek’ s Current Report on Form 8-K, dated June 12, 2001).
31 Restated Certificate of Incorporation of Plum Creek Timber Company, Inc. (filed herewith)

3.2 Amended and Restated By -laws of Plum Creek Timber Company, Inc. (filed herewith)

(b) Reportson Form 8—K

None
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned thereunto duly authorized.

PLUM CREEK TIMBER COMPANY, INC.
(Registrant)

By: /sl WILLIAM R. BROWN
WILLIAM R.BROWN
Executive Vice President and Chief Financia Officer
(Duly Authorized Officer and Principal Financia
and Accounting Officer) ........ooeevvivvinnnns

Date: May 3, 2002
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Exhibit

INDEX TO EXHIBITS

Designation Nature of Exhibit

2.5

31

3.2

Agreement and Plan of Merger by and among Georgia-Pacific Corporation, North American Timber Corp., NPI
Timber, Inc., GNN Timber, Inc., GPW Timber, Inc., LRFP Timber, Inc., NPC Timber, Inc. and Plum Creek Timber
Company, Inc. (incorporated herein by reference to Plum Creek’s Current Report on Form 8K/A, dated July 18,
2000). Amendment No. 1 to the Agreement and Plan of Merger, dated as of June 12, 2001 (incorporated herein by
reference to Plum Creek’ s Current Report on Form 8-K, dated June 12, 2001).

Restated Certificate of Incorporation of Plum Creek Timber Company, Inc. (filed herewith)

Amended and Restated By -laws of Plum Creek Timber Company, Inc. (filed herewith)

17



