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Suite 2000
1211 South West Fifth Avenue
Portland, OR 97204

Independent Auditors’ Report

Potlatch Corporation, Plan Administrator
Potlatch Corporation Savings
Plan for Hourly Employees:

We have audited the accompanying statements of net assets available for benefits of Potlatch Corporation
Savings Plan for Hourly Employees as of December 31, 2001 and 2000 and the related statements of
changes in net assets available for benefits for the years then ended. 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 in accordance with auditing standards generally accepted in the United States of
America. Those standards 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. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the net
assets available for benefits of Potlatch Corporation Savings Plan for Hourly Employees as of
December 31, 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.

Our audits were made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The supplementary information included in Schedules I and II is presented for the purposes of
complying with the Department of Labor’s Rules and Regulations for Reporting and Disclosure under the
Employee Retirement Income Security Act of 1974 and is not a required part of the basic financial
statements. The supplemental information has been subjected to the auditing procedures applied in the
audits of the basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

KPmE LLf

Portland, Oregon
May 17, 2002

. . . . KPMG LLP KPMG LLR 8 US. limited [abijiity partnership, is
a member of KPMG International, a Swiss association.
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POTLATCH CORPORATION SAVINGS PLAN FOR HOURLY EMPLOYEES

Notes to Financial Statements
Years Ended December 31, 2001 and 2000

Note 1. Principal Accounting Policies

Investments are presented at current market value in the accompanying statements. Current
market value is determined at the financial statement date by the plan trustee and is generally
based on quoted market prices. The financial statements presented herein are prepared on the
accrual basis of accounting. Investment transactions are recorded on a trade-date basis.

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires the plan sponsor to make estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial
statements and the reported amounts of increases and decreases in net assets available for
benefits during the reporting period. Actual results could differ from those estimates and
assumptions.

Note 2. General

The plan is sponsored and administered by Potlatch Corporation and is subject to the
provisions of the Employee Retirement Income Security Act of 1974. Plan expenses are generally
paid by Potlatch except to the extent that expenses are paid from participant forfeitures of
employer matching contributions.

Participants should refer to the plan prospectus and the appendix for the appropriate
participating unit for a more complete description of the plan’s provisions.

Each eligible hourly employee who elects to participate in the plan makes deferred
contributions, through regular payroll deductions, equal to any whole percentage of monthly
earnings, up to the percentage specified in the appendix applicable to the eligible employee’s
participating unit. Deferred contributions are deducted before income taxes are withheld.
Participants may invest in any combination of eight investment funds: a Potlatch Stock Fund and
seven mutual funds. The seven mutual funds are: the Putnam Stable Value Fund, the George
Putnam Fund of Boston, the Putnam Convertible Income Growth Trust, the Putnam Fund for
Growth and Income, the Putnam Voyager Fund, the Putnam Global Growth Fund and the Putnam
S&P 500 Index Fund.

Employer matching contributions to the plan on behalf of each plan participant equal the
matching rate (if any) specified in the appendix applicable to the participant’s participating unit.
Employer matching contributions are invested in the Potlatch Stock Fund. Federal tax rules place
certain limitations on employee and employer contributions.

The plan provides that an eligible employee may make a rollover contribution to the plan
equal to all or part of a distribution from another employer's qualified plan, subject to certain
restrictions.




Note 2. General (cont.)

Separate accounts are maintained for each participant's deferred and rollover employee
contributions by investment fund and a matching account is maintained for each participant’s
employer matching contributions. Employer matching contribution accounts may not be actively
managed until the participant reaches age 55. The accounts are credited with contributions and
earnings or losses attributable to such contributions.

A participant may transfer past deferred and rollover contributions among funds at any time.

A participant's interest in his or her deferred and rollover accounts is fully vested and
nonforfeitable at all times. A participant's interest in his or her matching account becomes vested
based on the participant’s years of service as defined in the plan, according to the appendix
applicable to the participant’s participating unit. A participant’s matching account will become
100% vested without regard to the participant’s years of service if the plan terminates, or if the
participant attains age 65 as an employee of the company, becomes totally and permanently
disabled, or dies while an employee. The portion of a participant’s matching account not vested
will be forfeited when the participant’s employment terminates. As of the end of each year,
forfeitures and the earnings of such forfeitures not used to restore the matching accounts of
former participants rehired during the year will be credited against the amount of matching
contributions for the following year or be used to pay plan expenses, or a combination thereof. At
December 31, 2001, forfeited nonvested accounts totaled $37,585. These accounts will be used
to reduce future employer contributions or pay plan expenses. Also, in 2001, employer
contributions were reduced by $0 from forfeited nonvested accounts.

As provided by the plan, participants may borrow from their fund accounts. Repayment of
principal and interest is made through periodic payroll deductions.

Note 3. Investments

The fair value of individual investments that represent 5% or more of the plan’s net assets are
as follows:
December 31

2001 2000

Putnam Stable Value Fund $ 32,713,178 $ 30,159,297
Putnam Convertible Income Growth Trust 11,180,505 13,216,895
Putnam Fund for Growth and Income 15,531,987 16,613,032
Putnam Voyager Fund 41,051,038 51,878,167
Potlatch Stock Fund 45,272,267 50,400,985
Loan Fund 13,000,029 12,645,211

158,749,004 174,913,587
Other investments 16,110,760 16,941,773

17 7 $191,855,360




Note 3. Investments (cont.)

Investments include nonparticipant-directed investments as follows:

December 31

2001 2000
Potlatch Stock Fund $20,252,116 $21,036,968

Note 4. Plan Termination

Although the plan sponsor expects to continue the plan indefinitely, inasmuch as future
conditions cannot be foreseen, the plan sponsor reserves the right to amend or terminate the plan
at any time. In the event of plan termination, participants will become 100% vested in their
accounts.

Note 5. Related Party Transactions

Certain plan investments are shares of mutual funds managed by Putnam Investment
Management, Inc. Putnam Fiduciary Trust Company (Putnam) is the trustee as defined by the
plan and, therefore, the transactions related to these mutual funds are classified as "party-in-
interest transactions." Fees for administrative services provided by Putnam are paid by the plan
sponsor. Loan service fees are paid by the participant.

Note 6. Tax Status

The Internal Revenue Service has determined by a letter dated January 20, 1997, that the
plan and related trust are designed in accordance with applicable sections of the Internal Revenue
Code (IRC). The plan and trust have been amended since receiving the determination letter.
However, the plan sponsor believes that the plan is designed and is currently being operated in
compliance with the applicable requirements of the IRC.

JO




Party-In-
Interest

*
*

*

* * kA h

See accompanying independent auditors’ report.
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POTLATCH CORPORATION SAVINGS PLAN FOR HOURLY EMPLOYEES
Schedule of Assets Held for Investment Purposes at End of Year

Issue

Putnam Funds
Putnam Funds
Putnam Funds

Putnam Funds

Putnam Funds
Putnam Funds
Potlatch Corporation
Putnam Funds
Employee Loans

December 31, 2001

Description

Putnam Stable Value Fund
George Putnam Fund of Boston
Putnam Convertible Income
Growth Trust
Putnam Fund for Growth
and Income
Putnam Voyager Fund
Putnam Global Growth Fund
Common Stock
Putnam S&P 500 Index Fund
4.75% t0 9.5%

Cost

$32,713,178
7,020,268

15,068,922

18,100,234
56,382,687
8,847,811
58,146,383
4,427,926

Current
Value

$32,713,178
6,596,583

11,180,505

15,531,987
41,051,038
5,597,249
45,272,267
3,816,928
13,000,029

s




Schedule Il

POTLATCH CORPORATION SAVINGS PLAN FOR HOURLY EMPLOYEES
Schedule of Reportable Transactions
For the Year Ended December 31, 2001

Five percent reportable transactions as certified by Putnam Fiduciary Trust Company for the year
ended December 31, 2001, for the Potlatch Corporation Savings Plan for Hourly Employees are

detailed below.

None.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the administrator of the

plan has duly caused this annual report to be signed by the undersigned thereunto duly authorized:

Potlatch C ion Savinas Pl
for Hourly Employees

By lwi% _

Terry L. Cérler, Controller
Potlatch Corporation

Date: June 28, 2002
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POTLATCH CORPORATION SAVINGS PLAN FOR HOURLY EMPLOYEES

Exhibit Index Pace wo
Consent of Independent Auditors. IS
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Suite 2000
1211 South West Fifth Avenue
Portland, OR §7204

Consent of Independent Auditors

Potlatch Corporation, Plan Administrator
Potlatch Corporation Savings Plan for
Hourly Employees:

We consent to incorporation by reference in the Registration Statement (Nos. 333-17145 and 333-42808)
on Form S-8 of our report dated May 17, 2002 relating to the statements of net assets available for benefits
of Potlatch Corporation Savings Plan for Hourly Employees as of December 31, 2001 and 2000 and the
related statements of changes in net assets available for benefits for the years then ended, and all related
schedules, which report appears in the December 31, 2001 annual report on Form 11-K of Potlatch
Corporation Savings Plan for Hourly Employees.

KPm ¢ P

Portland, Oregon
June 27, 2002

Exhibit (23)

. l .. KPMG LLP KPMG LLP a USS. limited fiability partnership, is
a member of KPMG International, @ Swiss association.




