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former printing and converting, and 
engineered products business units- 
reported a volume increase of 4% year over 
year. We believe the demand for specialty 
papers is likely to be firm over the coming 
months, and the pricing environment is 
conducive to additional gains. 
The company oontinuea to make head- 

lisoro. 7.9%; Serclays Global Investors, 6.7% o l h r  
2.1% (305 proxy). Wnnn. and CEO: Gewe H. Gist. 
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in time. In the meantime, operating mar- 
gins for the March interim improved 350 
basis points, to 7.8%. 
GlatPeLter is monetizing its assets. 
Over the past several years, the company 
sold a proximately 30 000 acres of timber- 
land E r  more than $94 million. With a 
material amount used for repaying debt, 
Glatfelter lowered its debt-to-total capital 
ratm to a more mana able 30%. Although 
mast of the "hiier%tter-used" timber- 
lands have been divested, management 
has not ruled out future sales. 
These shares  are ranked to perform in 
line with the  broader  markets for the  
year  ahead. With the successful contin- 
uation of the restructuring process, and 
good economic conditions in North Amer 
ica, we look for good earni growth 
through the 3- to &year t e rmyha t  said, 
this issue offers decent appreciatron poten- 
tial through 2008-2010. 
William W Lee July 8, 2005 
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Tdai DeM $1438.0 mili.Due in 5 Yrr 5685.0 miil. 
LT Debt $1404.0mill, L l  Intamst 5110.0 mili. 
(LT interest earned: 3.0~;  total inteieat ooversge: 
2.9~) (38% of Cap~l) / Pension Assets-~lih( 576.0 mili. 

Obiig. S107.Omiil. 
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(Total intemstmveragr 1 .2~ )  (6096 oi Capl) 

m~ Stock 16,299,678 shs. 

Cwrent Aasela to Current Uabililiea: 202% 
Cash 6 EquVsio Current UabiiiUel: 18% 
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Common swek28,974,038 shares 

BUSINESS: Potlatch Corp. Is a uertidly inlegrated and divarsfied manages about 1.5 million a m  of timbe3ands and operates 13 
fwest products mmpany. Engsged h grMuing and h a w l i n g  tim- menufactunng fadlilies. Has 3.700 ems OR. B dtr. own 4.4% d 
bwend w n v a n g  wood fiber inlo hvo producttinas: wwd pmducts o o m m :  Frankfln Mutuai, 10.0%: T. Rawe Prioe, 9.8%: Bsrolays 
and bleached pulp pmducb. Has four apwalng segments: Rs- Global. 9.3% (4105 prow). Chrmn. 8 CEO: L. Pendieton Siegel. 
source (8.1% W 0 4  revenues). Wood Pmdum (32.5%). Pulp and Inc.: DE. Addr.: 601 W, Rive&% Ava., Sule 11PO. Spokane, WA 
Paparboard (35.7%). and Cwnumer Produo& (23.7%). M s  and 99201. Tal.: 509-835-1500. Wsb: w.potiafchmrp.com. 

Potlatch remains on track to post &ion by the end of the third quarter. The 
solid year-over-year earnings gains company feels that it hm the ability to 
this year, though we have tempered our qua as a REIT with its current asset 
estimates some since April. The company mix%anagement also stated that a REIT 
posted share earnings of $0.13 in the is probably more valuable if it has less op- 
Maroh quarter versua a $0.21 loss a year erating assets in taxable subsidiaries than 
ago. Its wood products business reported otherwise. Therefore, we expect that Pot- 
good results, but it fell short d last latch will sell some assets if a good offer 
levels. Although pricing and the housing comes along, to be afforded a higher multi- 
markets should remain strong this year, ple. We look for the timing of the conver- 
higher log prices will likely offset these slon to coincide with the beginning of 2006 
benefits. Potlatch's pulp and paperboard and antinpate the company will substan- 
unit also did well in quarter, reporting op- tially increase the dividend a t  that time. 
crating income of $2.9 million versus an Our projections will not reilect the conver- 
o erating loss of $7.8 million last year. sion until the decision is finalized. 
&her paperboard selling prices were the This equity has sur ed  about 15% 
primary driver behind these positive re- since our last report. $he stack has also 
sults and were enough to offset the lower more than doubled off its early 2003 lows. 
volumes. However, it appears as though This price movement seems to discount 
strong pricing trends will not hold up much of the equit s 3 to 5 year appreci- 
through the end of the year. All told, we ation potential. %deed, the stock now 
have cut our 2005 share-earnings estimate trades well within our Tsrget Price Range. 
by $0.50, to $1.50. In addition, we suspect the total-return 
Potlatch will probably convert into a prospects of a REIT would about equal 
real estate investment trust (REIT). those of the current format, though more 
Management indicated that the board of of the return would come from dividend 
Sirectors is studying the potential for the payouts. 
oossible conversion and exwcts a find de- Erik A. Antonson . J r h  8. 200.5 
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Wausau Paper  continues to face weak 
paper  pricihg and demand. The com a 
ny's printing and writing group postef a 
hefty $4.6 million loss in the first quarter, 
mainly due to higher operating costs for 
the Brainerd mill. The Brainerd mill has 
been idle for most of the past three years, 

- and WPP is having difficulty upgrading 
the facility to improve the product mLi. 

- Wausau purchased the uncoated freesheet 
mill in Brainerd, Minnesota for $9.6 mil- 
lion late last year. The mill has an annual 
production capacity of 170,000 tons. The 
company is attempting to substitute high- 

- ar value-added, specialty paper products 
instead of lower-mar& commodity- 

- oriented grades at the mill. Nevertheless, 
slow selling conditions have also impaded 
sales for specialty products, with ship- 
ments declining by 2 1  in the March 
quarter, compared to the same period last 

~ ~~~-~ ~- . . . . . . .. . . . .., . ., . . . - . - - , . . . . . . . - 
9909. Tei.: 7156934470'Web: w.wauaaupapermm. 

The company is banking on new pmd- 
uots  t o  spark  earning8 growth in the 
second half of 2005. Wausau Paper has 
mlled out a new bath tissue and coordinat- 
ing dispensing system. The new dispens- 
lng system features a two-pa* core to fa- 
cilitate maximum use of each tissue roll in 
the dispenser. First-quarter operating 
profits for the tissue and towel segment in- 
creased by nearly 50%, versus the same 
period last year. Moreover, revenues from 
produets developed within the past tfii-ee 
years now exceed 25% of total sales. The 
company continues to shifi its product mix 
towards more-specialized, value-added of- 
ferings. WPP has also rebranded all of its 
paper products under the Wausau Pa er" 
name in 2005. Still, the company will fib 
ly have to fight hard to eke out a modest 
share-net gain this year. 
Patient investors and  risk-tolerant in- 





(LT inleresi eainsd: 3.5~; tohi interest coverage: 
3.74 (49% of cap1: 

Pen6im Wets-IZiM $4.75 bill. Oblig.$4.71 bill. 

Ffd stock Nme 

Common Stosk242,779,585 shs. 


