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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.

                                                   ALVARION LTD.

Date: August 17, 2006                                    By: /s/ Dafna Gruber                              
                                                   Name: Dafna Gruber
                                                   Title:   Chief Financial Officer
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EXHIBIT 1

Contacts
Dafna Gruber, CFO            Carmen Deville
+972 3 645 6252              +760-517-3188
+760-517-3187
dafna.gruber@alvarion.com    carmen.deville@alvarion.com

FOR IMMEDIATE RELEASE

To Our Shareholders:

2005 was an important transition year during which we continued to lead the market in changing the magnitude,
nature and distribution of wireless access. During the year we experienced the impact of a transition to WIMAX based
products, which affected revenue from our traditional products as we shipped BreezeMAX, our WiMAX solution,
throughout the year. BreezeMAX revenue in 2005 totaled over $30 million and, according to industry analysts, we
had an 80% share of the WiMAX market in 2005. Since year-end, we continue to experience strong growth in
BreezeMAX revenues.

We reported a substantial loss on a GAAP basis due primarily to higher operating expenses reflecting the inclusion of
interWAVE for a full year and continued aggressive investment to expand our family of WiMAX solutions to include
additional frequencies, additional marketing activities with Tier 1 carriers, and development to enable an array of new
services including personal broadband enabling unlimited communications anywhere, anytime. We are committed to
returning to profitability and generating positive cash flow and, subsequent to year-end we have made substantial
progress in that regard, substantially reducing CMU losses via a restructuring and refocusing of the business.

For a detailed view of our 2005 financial results, we encourage you to refer to the enclosed financial statements. Some
of the additional business and financial highlights of 2005 include:

·  Increased broadband wireless access sales, including WiMAX, by 20%
·  Continued gross margin improvement from 44% to 46%

·  Strong balance sheet with $117 million in cash and equivalents
·  Continued to lead the broadband wireless access market with about 30% market share
·  First to demonstrate a working CPE using Intel WiMAX chip and began shipping in Q3

·  Received $7 million order under new frame agreement which includes WiMAX solutions with Latin American
operator

We have continued to meet every major target in our plan and, subsequent to year-end, we achieved several additional
important milestones:
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· Shipped our self-install WiMAX CPE and high-power base stations 
·  Fulfilled our certification commitment

·  Introduced a new version of our market-leading OFDM solution for the unlicensed bands
·  Strategic partnership with IBM to serve the municipal broadband market

·  First vendor to demonstrate a mobile WiMAX handoff with our 4Motion WiMAX solution
·  Successful interoperability of BreezeMAX base station with a variety of mobile devices to demonstrate early
technical success in mobile WiMAX

Going forward, we will continue to capitalize on the traditional broadband wireless access market. Our strong
branding, our historic strength in addressing diverse type of customers, application and geographies, our partnering
capabilities, our strong local channel partners and excellent products indicate that we will continue to be very
successful in this market. In addition, we intend to continue to lead the adoption of WiMAX for fixed and nomadic
applications and continue to invest in the future of portable and mobile WiMAX, while showing progressive
improvement in our financial results.

Sincerely yours,
Tzvika Friedman
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EXHIBIT 2

Contacts
Dafna Gruber, CFO            Carmen Deville
+972 3 645 6252               +760-517-3188
+760-517-3187
dafna.gruber@alvarion.com    carmen.deville@alvarion.com

FOR IMMEDIATE RELEASE

ALVARION LTD.
21A Habarzel Street
Tel Aviv 69710, Israel

____________________

PROXY STATEMENT
____________________

2006 ANNUAL GENERAL MEETING OF SHAREHOLDERS

This Proxy Statement is furnished to the holders of ordinary shares, NIS 0.01 nominal value (the "Ordinary Shares"),
of Alvarion Ltd. ("Alvarion" or the "Company") in connection with the solicitation by the Board of Directors of
proxies for use at the 2006 Annual General Meeting of Shareholders (the "Meeting"), or at any adjournment thereof,
pursuant to the accompanying Notice of 2006 Annual Meeting of Shareholders. The Meeting will be held on
September 12, 2006 at 10:00 a.m. (Israel time), at the offices of the Company, 21A Habarzel Street, Tel Aviv 69710,
Israel, Tel: 972-3-6456262.

The agenda of the Meeting will be as follows:

1.  re-election of Mr. Anthony Maher, Dr. Meir Barel and Mr. Oded Eran to the Company’s Board of Directors;

2.  re-election of Prof. Raphael Amit as an external director to the Company’s Board of Directors;

3.  approval of option grant to the Company’s Directors;

4.  approval of the Chairman’s compensation;

5.  approval of the Company’s CEO Mr. Tzvika Friedman’s (a) annual compensation and (b) annual bonus plan;

6.  reappointment of Kost Forer Gabbay & Kasierer, a member of Ernst & Young Global, as the Company’s
independent auditors for the period ending upon the next Annual General Meeting of Shareholders and the
authorization of the Company’s Audit Committee and/or the Board of Directors to set their remuneration; and
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7.  review of the Company’s audited consolidated financial statements for the year ended December 31, 2005.

The Company currently is not aware of any other matters, which will come before the Meeting. If any other matters
are presented properly at the Meeting, the persons designated as proxies intend to vote upon such matters in
accordance with their best judgment.

A form of proxy for use at the Meeting and a pre-addressed postage-paid return envelope for the proxy are enclosed.
Shareholders may revoke the authority granted by their execution of proxies at any time before the exercise thereof by
filing with the Company a written notice of revocation or duly executed proxy bearing a later date, or by voting in
person at the Meeting. Unless otherwise indicated on the form of proxy, shares represented by any proxy in the
enclosed form, if the proxy is properly executed by the holder thereof and received by the Company not less than two
(2) hours prior to the time fixed for the Meeting, will be voted in favor of all the matters to be presented to the
Meeting, as described above. On all matters considered at the Meeting, abstentions and broker non-votes will not be
treated as either a vote "for" or "against" the matter, although they will be counted in determining whether a quorum is
present.
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RECORD DATE; OUTSTANDING VOTING SECURITIES; VOTING RIGHTS

Proxies for use at the Meeting are being solicited by the Board of Directors of the Company. Only shareholders of
record at the close of business on August 15, 2006 will be entitled to vote at the Meeting. Proxies are being mailed to
shareholders on or about August 15, 2006, and will be solicited primarily by mail. However, certain officers, directors,
employees and agents of the Company, may solicit proxies by telephone, telegram or other personal contact. The
Company will bear the cost of the solicitation of the proxies, including postage, printing and handling, and will
reimburse the reasonable expenses of brokerage firms and others for forwarding material to beneficial owners of
shares.

The Company had outstanding as of August 11, 2006 61,096,426 Ordinary Shares, each of which is entitled to one
vote upon each of the matters to be presented at the Meeting. Two or more shareholders present in person or by proxy,
or who have delivered to the Company a deed of vote indicating their manner of voting, and who hold or represent in
the aggregate at least 331/3 % of the voting power of the Company, will constitute a quorum at the Meeting. 

BENEFICIAL OWNERSHIP OF ORDINARY SHARES

As of August 11, 2006, based on the information provided to the Company by the shareholders or disclosed in public
filings with the Securities and Exchange Commission, the Company is not aware of any person or entity that owns
beneficially more than 5% of the Company’s outstanding Ordinary Shares.
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ITEM 1 - RE-ELECTION OF DIRECTORS

At the Meeting, shareholders will be asked to re-elect Mr. Anthony Maher, Dr. Meir Barel and Mr. Oded Eran to the
Company’s Board of Directors, each for a term expiring at the third Annual General Meeting of the shareholders of the
Company following the Meeting.

The Company’s Articles of Association provide that a certain number of the Company’s directors (excluding the
External Directors) shall be elected each year at the Company’s Annual General Meeting, and, unless specifically
determined otherwise, each elected director shall serve, subject to the other provisions of the Company’s Articles of
Association and Israeli Companies Law, 5759-1999 (the “Israeli Companies Law”), until the third Annual General
Meeting following the Meeting at which such director was elected.

Mr. Maher, Dr. Barel and Mr. Eran were previously elected for a term expiring at this Annual General Meeting, and it
is proposed that they be re-elected.

A brief biography of each nominee is set forth below:

Mr. Anthony Maher has served as the chairman of our Board of Directors since March 2004. He was a member of
Floware’s board of directors from 1997 and until its merger with us and has, since the merger, served as a member of
our Board of Directors. In March 2002, Mr. Maher joined Star Venture Management, a venture capital company, as a
partner. Until January 2002, Mr. Maher was a Member of the Executive Management Board of the Information and
Communication Networks Group of Siemens AG. Since 1978, Mr. Maher has held various engineering, marketing
and managerial positions at Siemens. Prior to that, he was employed by Bell Telephone Laboratories in Naperville,
Illinois, contributing to hardware and software design, as well as System engineering. Mr. Maher also serves as
director of Adva Optical Networks, Inc., Wavecom Communications, Broadlight and Cube Optics Inc. Mr. Maher
holds M.Sc. and B.Sc. degrees in Electrical Engineering and Physics from the University of Illinois.

Dr. Meir Barel served as the chairman of the board of directors of Floware from its inception until its merger with us
in August 2001, and has, since the merger, served as vice chairman of our Board of Directors. Dr. Barel also served as
a director of BreezeCOM between 1994 and 2000. Dr. Barel is the founder and managing partner of Star Venture
Management, a venture capital company, which was founded in 1992, and SVM Star Venture Capital Management
Ltd. From 1988 to 1992, Dr. Barel was a managing director of TVM Techno Venture Management, Munich. Prior to
1986, Dr. Barel served in various German and Israeli companies involved in factory automation, computer design and
data communication. Dr. Barel received a doctorate in Electrical Engineering from the Data Communication
Department of the Technical University of Aachen, Germany.

Mr. Oded Eran has served as a member of our Board of Directors since September 2003. Mr. Eran is a corporate
lawyer, who has been a member of the Israeli law firm of Goldfarb, Levy, Eran, Meiri & Co. since 1986. From 1983
to 1986 Mr. Eran was an associate at the New York law firm of Kronish, Lieb, Weiner & Hellman. Mr. Eran is a
member of the Israeli Bar (1981) and the New York Bar (1984). He holds LLB and LLM degrees from the Tel Aviv
University Faculty of Law.
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Vote Required

The affirmative vote of the holders of a majority of the voting power represented at the Meeting in person or by proxy
and voting thereon is necessary for approval of the following resolution.

It is proposed that at the Meeting, the following resolution be adopted:

“RESOLVED, that Mr. Anthony Maher, Dr. Meir Barel and Mr. Oded Eran be re-elected to the Board of Directors of
the Company, effective immediately, each for a term expiring at the third Annual General Meeting of shareholders of
the Company following the Meeting.”

The Board of Directors recommends a vote FOR approval of the proposed resolution. Since Mr. Maher, Dr.
Barel and Mr. Eran have a personal interest in the foregoing proposed resolution, they refrain from making a
recommendation with respect to their own re-election.
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ITEM 2 - RE-ELECTION OF PROF. AMIT AS AN EXTERNAL DIRECTOR

Companies, such as us, that were incorporated under the laws of the State of Israel and the shares of which were
offered to the public, are required by the Israeli Companies Law to have at least two External Directors. To qualify as
an External Director, an individual may not have, and may not have had at any time during the previous two years,
any affiliation with the Company or its controlling persons, as such terms are defined in the Israeli Companies Law. In
addition, no individual may serve as an External Director if the individual’s position or other activities create or may
create a conflict of interest with his or her role as an External Director. For a period of two years from the expiration
or termination of an External Director’s term of office, the company may not appoint a former External Director as a
director or employee of the Company or receive professional services from such former External Director for
compensation.

The External Directors are required to be elected by the shareholders. The term of an External Director is three years
and may be extended for an additional three year period. All of the External Directors of a company must be members
of its Audit Committee and each other committee of a company’s Board of Directors must include at least one External
Director.

At the Meeting the shareholders will be asked to re-elect Prof. Raphael Amit, who has served as one of our external
directors over the past three years, as an External Director to our Board of Directors for an additional term of three
years. We have received the declaration required from Prof. Amit under Israeli law according to which he meets all
the conditions required under the Israeli Companies Law for him to qualify as our External Director.

A brief biography of the nominee is set forth below:

Professor Raphael Amit has served as one of our external directors since September 2003. He serves on the Audit
and on the Compensation Nominating and Governance committees. Professor Amit is the Board’s financial expert (as
defined in the Nasdaq rules and regulations). Prior to joining Alvarion’s Board, Professor Amit served as Chairman of
the Board of Directors of Creo Products Inc (NASDAQ: CREO until May 2005) and a member of the Audit
committee and the Compensation, Nominating, and Governance committee. Professor Amit has been the Robert B.
Goergen Professor of Entrepreneurship and a Professor of Management at the Wharton School of the University of
Pennsylvania since July 1999. Professor Amit also serves as the Academic Director of Wharton’s Goergen
Entrepreneurial Management Programs. Prior thereto, Professor Amit was the Peter Wall Distinguished Professor at
the Faculty of Commerce and Business Administration, University of British Columbia (UBC), where he was the
founding director of the W. Maurice Young Entrepreneurship and Venture Capital Research Center. From 1983 to
1990, Professor Amit served on the faculty of the J.L. Kellogg Graduate School of Management at Northwestern
University, where he received the J.L. Kellogg Research Professorship and the Richard M. Paget Research Chair in
Business Policy. Professor Amit holds B.A. and M.A. degrees in Economics from the Hebrew University and a Ph.D.
in Management from the Northwestern University’s J.L. Kellogg Graduate School of Management. Professor Amit
serves on the editorial boards of the Strategic Management Journal and The European Journal of Management.
Professor Amit has served as a consultant to a broad range of organizations in North America and Europe on strategic,
entrepreneurial management and new venture formation issues.  
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Vote Required

The election of External Directors requires the affirmative vote of a majority of the shares present, in person or by
proxy, and voting on the matter, including at least one third of the shares of non-controlling shareholders voted on the
matter (unless the total number of shares of non-controlling shareholders voted against the election of the External
Directors does not exceed one percent of the outstanding Ordinary Shares).

It is proposed that at the Meeting, the following resolution be adopted:

“RESOLVED, that Prof. Raphael Amit be re-elected as an External Director to our Board of Directors for a term of
three years following the Meeting.”

The Board of Directors recommends a vote FOR approval of the proposed resolution. Since Prof. Amit has a
personal interest in the foregoing proposed resolution, he refrains from making a recommendation with respect
to such resolution.
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ITEM 3 - APPROVAL OF OPTION GRANT TO DIRECTORS

The Company wishes to form an approved compensation plan for its directors (the “Plan”). According to such Plan,
each director, other than any director who is an executive officer of the Company, upon his or her election or
re-election will be granted 10,000 options per each year of the term for which he or she was elected or re-elected. The
options shall be granted pursuant to the Company’s option plans and shall be granted from Company’s existing pool of
available options.

Pursuant to the Israeli Companies Law, the payment of compensation, including any grant of any stock option to
directors, requires the approval of the shareholders of the Company, in addition to the approval of the Company’s
Audit Committee, followed by the approval of the Board of Directors.

The Company’s Audit Committee as well as the Company’s Compensation, Nominating and Corporate Governance
Committee and Board of Directors resolved, subject to the Company’s shareholders’ approval, that: a stock based
compensation plan for all Directors (including the Chairman and excluding a director who is an executive offcer of the
Company) shall be set according to which all directors be automatically granted, upon his or her election or
re-election, 10,000 options per each year of the term for which he or she is elected or re-elected. The options shall be
granted pursuant to the Company’s option plans and shall be granted from the Company’s then existing pool of
available options. Such options shall vest in quarterly installments over the term for which the director is elected or
re-elected, commencing at the end of the third month following the date of election or re-election.
The exercise price per share of these options shall be equal to the closing price of the Company’s Ordinary Shares as
reported on the Nasdaq National Market on the last trading day immediately preceding the date of the election or
re-election.

Pursuant to the Israeli Companies Law, the payment of compensation, including any grant of any stock option to
directors, requires the approval of the Company’s Audit Committee, followed by the approval of the Board of
Directors, and then by the shareholders. The Company’s Audit Committee as well as the Company’s Compensation,
Nominating and Corporate Governance Committee approved the Plan on August 1, 2006 and the Company’s Board of
Directors approved the Plan on August 1, 2006. Accordingly, the adoption of the above resolutions of the Company’s
Audit Committee, the Compensation, Nominating and Corporate Governance Committee and Board of Directors with
respect to the directors’ compensation plan is subject to the approval of the Company’s shareholders, which shall be
sought at the Meeting.

Vote Required

The affirmative vote of the holders of a majority of the voting power represented at the Meeting in person or by proxy
and voting thereon is necessary for approval of the following resolution.

It is proposed that at the Meeting the following resolution be adopted:
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“RESOLVED, to adopt a compensation plan for Directors, according to which, each director (including the Chairman
and excluding a director who is an executive officer of the Company), shall be automatically granted upon his or her
election or re-election 10,000 options per each year of the term for which he or she was elected or re-elected. The
options shall be granted pursuant to the Company’s effective option plans and shall be granted from the Company’s
then existing pool of available options. Such options shall vest in quarterly installments over the term for which the
director is elected or re-elected, commencing at the end of the third month following the date of election or
re-election.

The exercise price per share for these options shall be equal to the closing price of the Company’s Ordinary Shares as
reported on the Nasdaq National Market on the last trading day immediately preceding the date of the election or
re-election.”

The Board of Directors recommends a vote FOR approval of the proposed resolution.
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ITEM 4 - APPROVAL OF THE CHAIRMAN COMPENSATION

At the Meeting, the shareholders will be asked to approve the new annual compensation for the Company’s Chairman
of the Board of Directors.

The Company’s Audit Committee as well as the Company’s Compensation, Nominating and Corporate Governance
Committee and Board of Directors recommend that the remuneration payable to the Company’s Chairman of the Board
of Directors be set at US$ 120,000 per year, which fee shall cover Chairman’s active contribution to the Company as
well as the participation of the Chairman in all meetings of the Board of Directors and committees of the Board of
Directors during the year.

Pursuant to the Israeli Companies Law, the payment of compensation to directors requires the approval of the
Company’s Audit Committee, followed by the Board of Directors, and then by the shareholders. The Company’s Audit
Committee as well as the Company’s Compensation, Nominating and Corporate Governance Committee approved the
proposed Chairman’s remuneration on August 1, 2006 and the Company’s Board of Directors has approved the
proposed Chairman’s remuneration on August 1, 2006. Accordingly, the adoption of the above resolutions of the
Company’s Audit Committee as well as the Company’s Compensation, Nominating and Corporate Governance
Committee and Board of Directors with respect to the compensation of directors is subject to approval of the
Company’s shareholders, which shall be sought at the Meeting.

Vote Required

The affirmative vote of the holders of a majority of the voting power represented at the Meeting in person or by proxy
and voting thereon is necessary for approval of the following resolution.

It is proposed that at the Meeting the following resolution be adopted:

“RESOLVED, that the compensation payable to the Chairman of the Board of Directors of the Company be set at an
amount equal to US$ 120,000 per year, which fee shall cover the Chairman's active contribution to the Company as
well as the participation of the Chairman in all meetings of the Board of Directors and committees of the Board of
Directors during the year.”

The Board of Directors recommends a vote FOR approval of the proposed resolution.
Since Mr. Maher has a personal interest in the foregoing proposed resolution, he refrains from making a
recommendation with respect to such resolution.
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ITEM 5 - APPROVAL OF MR. TZVIKA FRIEDMAN’S ANNUAL COMPENSATION AND ANNUAL
BONUS PLAN

At the Meeting, the shareholders will be asked to approve the payment to Mr. Tzvika Friedman, the Company’s
President and Chief Executive Officer, of the following:

(a) annual compensation in an amount equal to the NIS equivalent of US$265,000

(b) an annual bonus of up to $75,000, as set forth in Appendix A to this Proxy Statement, which is incorporated herein
by reference.

Under the Israeli Companies Law, because Mr. Friedman is a member of our Board of Directors, compensation and
bonuses payable to him require the approval of the Company’s Audit Committee, followed by the approval of the
Board of Directors, and then by the shareholders. The Company’s Audit Committee as well as the Company’s
Compensation, Nominating and Corporate Governance Committee approved the annual compensation and the bonus
plan on August 13, 2006 and the Board of Directors approved the annual compensation and bonus for 2006 on August
13, 2006. Accordingly, at the Meeting, the shareholders will be asked to approve the annual bonus.

Vote Required

The affirmative vote of the holders of a majority of the voting power represented at the Meeting in person or by proxy
and voting thereon is necessary for approval of the following resolution.

It is proposed that at the Meeting the following resolutions be adopted:

(a) “RESOLVED, that the annual compensation payable to Mr. Tzvika Friedman shall be the NIS equivalent of US
$265,000.” 

(b) “RESOLVED, that an annual bonus plan of up to $75,000 shall be paid to Mr. Friedman as set forth in Appendix A
to the Proxy Statement.”

The Board of Directors recommends a vote FOR approval of the proposed resolution. Since Mr. Friedman has
a personal interest in the foregoing proposed resolution, he refrains from making a recommendation with
respect to such resolution.
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ITEM 6 - REAPPOINTMENT AND REMUNERATION OF INDEPENDENT AUDITORS

At the Meeting, the shareholders will be asked to approve the reappointment of Kost Forer Gabbay & Kasierer, a
member of Ernst & Young Global, as the Company’s independent auditors for the period ending at the Company’s next
Annual General Meeting of Shareholders.

The Company’s Audit Committee and Board of Directors have recommended, subject to the Company’s shareholders’
approval, that Kost Forer Gabbay & Kasierer be appointed as the Company’s independent auditors for the period
ending at the Company’s next Annual General Meeting of Shareholders.

The shareholders will also be asked to authorize the Audit Committee and/or the Board of Directors upon
recommendation of the Audit committee to fix the remuneration of the auditors as contemplated by the U.S.
Sarbanes-Oxley Act. A representative of the auditors will be present at the Meeting and will be available to respond to
appropriate questions by the shareholders. In addition, at the Meeting, the shareholders will receive a report with
respect to the compensation of Kost Forer Gabbay & Kasierer for the year ended December 31, 2005.

Vote Required

The affirmative vote of the holders of a majority of the voting power represented at the Meeting in person or by proxy
and voting thereon is necessary for approval of the following resolutions.

It is proposed that at the Meeting the following resolutions be adopted:

“RESOLVED, that Kost Forer Gabbay & Kasierer, a member of Ernst & Young Global, be appointed as the
independent auditors of the Company for the period ending upon the next annual general meeting of shareholders.”

“RESOLVED FURTHER, that the Audit Committee and/or the Board of Directors of the Company upon
recommendation of the Audit Committee be authorized to fix the remuneration of the independent auditors.”

The Board of Directors recommends a vote FOR approval of the proposed resolutions.
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ITEM 7 - REVIEW OF THE COMPANY’S AUDITED CONSOLIDATED FINANCIAL STATEMENTS FOR
YEAR ENDED DECEMBER 31, 2005

At the Meeting, the audited consolidated financial statements of the Company for the year ended December 31, 2005
and the Auditors’ Report in respect thereto will be reviewed and the auditors will answer appropriate questions.
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ITEM 8 - OTHER BUSINESS

Management knows of no other business to be transacted at the Meeting. However, if any other matters are presented
properly at the Meeting, the persons designated as proxies intend to vote upon such matters in accordance with their
best judgment.

By Order of the Board of Directors,

               /s/ Anthony Maher
                  Anthony Maher, Chairman

•
coordinates the annual performance evaluation of the Board.

Our Board has determined that the leadership structure of the Board, in particular having Mr. Covey serve as the
Chairman and Mr. Moody serve as the lead independent director, is appropriate and in the best interests of the
company because it allows the Board’s meeting agendas to be established, in consultation with a lead independent
director, by an individual with a deep understanding of our business and operations. Given the size of the Board and
the scope of our business, Mr. Covey’s insight into our business relative to his role as Chairman enables him to
facilitate the Board’s oversight role, while Mr. Moody’s participation in the agenda setting process, together with his
presiding over executive sessions, contributes to the independence of the Board in the discharge of its responsibilities.
At each of its in-person meetings and, as necessary, telephonic meetings, the Board meets in executive session without
members of management present. The lead independent director presides over these executive sessions. Each
committee of the Board, except for the Finance Committee, also schedules an executive session without members of
management present for every in-person meeting and, as necessary, at telephonic meetings.

Risk Oversight
Our company has an enterprise risk management program overseen by senior management. The Board oversees the
company’s business, the risks associated with its business and the steps that senior management is taking to manage
and mitigate those risks. This oversight is supported by the Board’s leadership structure which provides for oversight
of strategic
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risks by the full Board under the leadership of the Chairman and the lead independent director, and oversight and
evaluation of discrete risks in committees.
Each year, the Board of Directors receives a report on risk management, including management’s assessment of risk
exposures (including risks related to liquidity, credit, operations and regulatory compliance, among others), and the
processes in place to monitor and control such exposures. The Board may also receive updates between meetings from
the Chief Executive Officer relating to risk oversight matters. The Audit Committee, composed entirely of
independent directors, also reports periodically to the Board on risk management matters. In accordance with Nasdaq
requirements and pursuant to its charter, the Audit Committee provides oversight on matters relating to accounting,
financial reporting, internal controls, auditing, risk management, and legal and regulatory compliance activities,
including monitoring our compliance with the tax and other rules pertaining to REITs, and other matters as the Board
deems appropriate. In carrying out its responsibilities, the Audit Committee oversees the appointment or replacement
and compensation of personnel involved in the internal audit function to provide ongoing assessments of the
company’s risk management processes and system of internal controls. The Internal Audit Director reports to the Audit
Committee. The Audit Committee reviews with the Internal Audit Director the scope and plan of the work to be done
by the internal audit function and the results of such work.
The Audit Committee also:

•establishes procedures for the receipt, retention and treatment of complaints received by the company regardingaccounting, internal accounting controls, or auditing matters;

•establishes procedures for the confidential, anonymous submission by employees of concerns regarding questionableaccounting or auditing matters;

•
discusses with the company’s General Counsel any significant legal, compliance or regulatory matters that may have a
material effect on the company's financial statements or the company’s business or compliance policies, including
material notices to or inquiries received from governmental agencies;

•
discusses the company’s major financial risk exposures and the steps management has taken to monitor and control
such exposures, including discussing the guidelines and policies to govern the process by which management assesses
and manages the company’s exposure to risk; and

•
reviews with the Board any issues that arise with respect to the quality or integrity of the company’s financial
statements, the company’s compliance with legal or regulatory requirements, the performance and independence of the
company’s independent auditors, or the performance of the internal audit function.
The Audit Committee meets at least quarterly with the Internal Audit Director and other members of management.
The Executive Compensation and Personnel Policies Committee periodically reviews risks associated with our
executive compensation program. See “Compensation Discussion and Analysis – Risk Assessment.”
Based upon a comprehensive review of the company’s executive compensation program by the Executive
Compensation and Personnel Policies Committee's independent compensation consultant, see "Compensation
Discussion and Analysis – Compensation Consultants,” and the assessment of the company’s other compensation
programs for all employees by management, which is shared with the Committee, management does not believe that
the risks arising from our compensation policies and practices are reasonably likely to have a material adverse effect
on our company.
Transactions with Related Persons
Securities laws require us to disclose certain business transactions that are considered related person transactions. In
order to comply with these requirements, our Audit Committee has adopted a Related Person Transactions Policy that
applies to any director or executive officer of the company, any beneficial owner of more than 5% of our voting stock,
any immediate family member of any of the foregoing persons, and any entity that employs any of the foregoing
persons, or in which any of the foregoing persons is a general partner, principal or 10% or greater beneficial owner.
Transactions covered by this policy are those in which (a) we or any of our subsidiaries participate, (b) the amount
involved exceeds $120,000, and (c) any related person had, has or will have a direct or indirect material interest, as
defined in the policy.
Any proposed related person transaction is reviewed by our Audit Committee at its next regularly scheduled meeting,
unless our Corporate Secretary determines that it is not practicable or desirable to wait until the next scheduled
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meeting for review of a particular transaction, in which case the Chair of the Audit Committee has the authority to
review and consider the proposed transaction. Only those transactions determined to be fair and in our best interests
are approved, after taking into account all factors deemed relevant by the Audit Committee, or its Chair, as the case
may be. If the Chair approves any related person transaction, then that approval is reported to the Audit Committee at
its next regularly scheduled meeting. The
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entire policy can be viewed by going to our public web site at www.potlatchcorp.com, and selecting “Investor
Resources,” then “Corporate Governance.”
There were no transactions with related persons in 2013 that required disclosure in this proxy statement or that
required approval by the Audit Committee pursuant to the policy described above.
Board Meetings
During 2013, the Board met four times. All directors had 100% attendance records, attending all meetings of the
Board and Committees on which such director served that were held while the director was a member of the Board,
with the exception of Ruth Ann M. Gillis who missed one Audit Committee meeting and therefore attended 80% of
Board and applicable Committee meetings prior to her retirement in May 2013. The Board does not have a policy
requiring director attendance at annual meetings of the stockholders. Two of our directors attended the 2013 Annual
Meeting of Stockholders.
Committees of the Board
Our Board currently has four standing committees, as described below. The current charters of each of these
committees are available on our public web site at www.potlatchcorp.com, by selecting “Investor Resources,” and then
“Corporate Governance.”
The following table shows the membership of each Committee as of March 14, 2014:  

Name Audit
Committee

Executive
Compensation
and Personnel
Policies
Committee

Finance
Committee

Nominating and Corporate
Governance Committee

Michael J. Covey X
Eric J. Cremers X
Boh A. Dickey X (Chair) X
William L. Driscoll X X (Chair)
Charles S. Grenier X X
Jerome C. Knoll* X X
John S. Moody X X X
Lawrence S. Peiros X (Chair) X
Gregory L. Quesnel X X X (Chair) X

*Mr. Knoll is retiring from our Board of Directors when his current term expires at our May 5, 2014 annual meetingof stockholders.

Audit Committee
Our Audit Committee is responsible for assisting the Board in its oversight of our accounting, financial reporting,
internal controls, auditing, legal and regulatory compliance activities, including monitoring our compliance with the
tax and other rules pertaining to REITs, and other matters as the Board deems appropriate. In accordance with Nasdaq
requirements and pursuant to its charter, the Audit Committee also provides risk oversight as described above under
the heading “Risk Oversight.” The Audit Committee has sole authority to retain, compensate and terminate our
independent registered public accounting firm and our Internal Audit Director. In addition, the Audit Committee
oversees and administers our Related Person Transactions Policy described above under the heading “Transactions
with Related Persons.” The Committee has appointed KPMG LLP as our independent registered public accounting firm
and pre-approves its audit fees and non-audit services and fees in accordance with criteria adopted by the Committee.

Our Board has determined that all members of our Audit Committee are independent within the meaning of applicable
Nasdaq listing rules and our Director Independence Policy, and that all members are “financially literate.” The Board
also has determined that Committee Chair Boh A. Dickey is an “audit committee financial expert” as defined by
Securities and Exchange Commission (SEC) rules.
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Our Audit Committee met eight times in 2013. See “Audit Committee Report” in this proxy statement for a description
of the Committee’s activities during 2013.
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Executive Compensation and Personnel Policies Committee
Our Executive Compensation and Personnel Policies Committee, or Compensation Committee oversees our executive
compensation and benefits programs and general personnel policies and practices for our executives. See
"Compensation Discussion and Analysis" for a discussion of the Committee's role in setting executive compensation
and the role of compensation consultants. The Compensation Committee also helps determine our management
succession planning, and annually reviews the performance of our Chief Executive Officer. In addition, the
Compensation Committee reviews the “Compensation Discussion and Analysis” contained in this proxy statement and
recommends its inclusion in the proxy statement to the full Board for approval.
Our Board has determined that all members of our Compensation Committee are independent within the meaning of
applicable Nasdaq listing rules and our Director Independence Policy.
Our Executive Compensation and Personnel Policies Committee met four times in 2013.
Nominating and Corporate Governance Committee
Our Nominating and Corporate Governance Committee, or Nominating Committee, is responsible for identifying,
evaluating, recruiting and recommending to the Board nominees for election as directors, and for developing and
recommending to the Board, a set of corporate governance principles and related policies. It also oversees our
compensation and benefits paid to our directors.
The Board has determined that all members of our Nominating Committee are independent within the meaning of
applicable Nasdaq listing rules and our Director Independence Policy.
Our Nominating Committee met four times in 2013.
Finance Committee
Our Finance Committee reviews and makes recommendations to the Board with respect to financings and other
financial matters and acts based on the Board’s delegation of authority with respect to specific financing transactions.
The Committee consists of seven directors—five independent directors and our Chairman, Michael J. Covey, who is the
Chief Executive Officer of the company and Eric J. Cremers, President and Chief Operating Officer of the company.
Our Finance Committee met one time in 2013.
Compensation Committee Interlocks and Insider Participation
Jerome C. Knoll,* Lawrence S. Peiros, Gregory L. Quesnel, John S. Moody, Charles P. Grenier and Ruth Ann M.
Gillis** served as members of our Compensation Committee during 2013. None of the members of the Compensation
Committee is or has ever been an officer or employee of the company or its subsidiaries. During 2013, none of the
members of the Compensation Committee was an executive officer of a business entity for which an executive officer
of the company served as a member of the compensation committee or as a director.

*Mr. Knoll is retiring from our Board of Directors when his current term expires at our May 5, 2014 annual meetingof stockholders.

**Ms. Gillis served on our Compensation Committee until her retirement from the Board at our annual meeting ofstockholders on May 6, 2013.

Communications with Directors
Stockholders may contact our non-management directors by email or by regular mail, as follows:  
Email: non-managementdirectors@potlatchcorp.com

Mail: Lead Director or Non-Management Directors
c/o Corporate Secretary
Potlatch Corporation
601 West First Ave., Suite 1600
Spokane, WA 99201

All communications received will be processed by the Corporate Secretary. We forward all communications to the
intended non-management director or directors. The lead independent director of the Board of Directors is responsible
for facilitating an appropriate response. These procedures can also be viewed by going to our public web site at
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www.potlatchcorp.com, and selecting “Investor Resources,” then “Corporate Governance,” and then “Board of Directors.”
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Our Audit Committee has established procedures to address complaints and concerns about our accounting, internal
controls and auditing matters for two different groups: (1) employees, who receive confidential and
anonymous treatment; and (2) third parties (such as competitors, vendors and consumers), who are not entitled to
confidential and anonymous treatment. All complaints and concerns are directed through an independent, third-party
hotline provider and are routed directly to the Chair of the Audit Committee. The procedures and hotline numbers are
available by going to our public web site at www.potlatchcorp.com, and selecting “About Us,” and then “Hotlines.”
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COMPENSATION OF NON-EMPLOYEE DIRECTORS

Our Nominating Committee reviews and makes recommendations to our Board regarding non-employee director
compensation. Our philosophy regarding directors' compensation is to provide our directors a fair compensation
package that is tied to the services they perform and is comparable to director compensation programs of companies
of our size. Our key objectives are to recruit and retain the best directors that we can and to align our directors'
interests with those of our stockholders.

The following table sets forth certain information with respect to 2013 compensation for each of the company's
non-employee directors.  

Name 
Fees Earned
or Paid in
Cash($)(1) 

Stock
Awards($)(2)  

Option
Awards($)(3)

All Other
Compensation($)(4) Total($)

Boh A. Dickey 71,000 65,000 — 152 136,152
William L. Driscoll 52,500 65,000 — 152 117,652
Ruth Ann Gillis (5) 27,500 — — — 27,500
Charles P. Grenier 34,000 65,000 — 152 99,152
Jerome C. Knoll 59,000 65,000 — 152 124,152
John S. Moody 76,000 65,000 — 152 141,152
Lawrence S. Peiros 58,000 (6) 65,000 — 152 123,152
Gregory L. Quesnel 73,000 65,000 — 152 138,152

(1) Represents annual retainer fee, as well as any amounts earned for service as Lead Director or Committee Chair and
meeting attendance fees.
(2) This column shows the aggregate grant date fair value, computed in accordance with FASB Topic 718, of stock
units granted in 2013. In accordance with FASB Topic 718, the grant date fair value reported for all stock units was
computed by multiplying the number of stock units by the closing price of our stock on the grant date. As of
December 31, 2013, each non-employee director had accumulated 21,304 stock units in his account with the exception
of Mr. Driscoll, who had 12,401 stock units, Mr. Grenier, who had 1,620 stock units and Mr. Moody, who had 6,208
stock units. The aggregate number for each director includes stock units that have been credited to the director over
the years for service as a director and stock units credited as a result of reinvestment of dividend equivalents
(including dividend equivalents credited in connection with spin-off of Clearwater Paper).
(3) The award of stock options as an element of non-employee director compensation was discontinued after
December 31, 2004. As of December 31, 2013, none of our directors held vested, unexercised stock options.
(4) Consists of premiums paid for accidental death and dismemberment insurance.
(5) Ms. Gillis retired from our Board of Directors at our annual meeting of stockholders on May 6, 2013.
(6) The amounts shown include fees deferred in 2013 pursuant to our Deferred Compensation Plan for Directors II, or
Directors Plan. In connection with these deferrals, we credited 1,397 stock units to Mr. Peiros' account for fees
deferred in 2013. Such amounts were determined separately for each fee payment, which include meeting fees and
quarterly pro-rata payments of the director's annual retainer fee, by dividing the fee amount due by the appropriate per
share closing stock price pursuant to the plan. In addition to these common stock award units, Mr. Peiros had an
aggregate of 22,725 common stock units in his deferred compensation account as of December 31, 2013. The
foregoing common stock unit amounts reflect dividend equivalents.

During 2013, two of our directors, Michael J. Covey and Eric J. Cremers were also employees of the company. As a
result, Mr. Covey, Chief Executive Officer and Mr. Cremers, President and Chief Operating Officer did not receive
compensation for their services as directors during 2013. For compensation received by Mr. Covey and Mr. Cremers
as named executive officers of the company please see “Executive Compensation Tables-2013 Compensation- 2013
Summary Compensation Table.”
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Retainer and Fees. During 2013, our non-employee directors were paid at the following rates:
Annual retainer fee $35,000
Supplemental annual retainer fee (Lead Director only) 20,000
Annual retainer fee for Chair of the Audit Committee 15,000
Annual retainer fee for Chair of each other Committee5,000
Attendance fee for each Board meeting 1,500
Attendance fee for each Committee meeting 1,500

During 2013, we paid directors, or deferred on their behalf, an aggregate total of $479,500 in fees. Directors may defer
receiving all or any portion of their fees under the terms of our Deferred Compensation Plan for Directors. When a
director elects to defer fees, he or she elects to have those fees converted into common stock units or, if not converted,
then credited with annual interest at 120% of the applicable long-term federal rate, with quarterly compounding. The
common stock units are credited with amounts in common stock units equal in value to the distributions that are paid
on the same amount of common stock. During 2013, we also reimbursed directors for their reasonable out-of-pocket
expenses for attending Board and committee meetings and educational seminars and conferences in accordance with
our Director Education Program.
Long-Term Incentive Awards.    In December 2013, each of the non-employee directors was granted an award,
consisting of a credit to an account established on behalf of each non-employee director under the Directors Plan in
the amount of $65,000, for an aggregate amount of $455,000. Under the terms of the award, 1606 common stock units
were credited to each director's account based on the price of the common stock on the date of the grant. These
common stock units are then credited with amounts in common stock units equal in value to the distributions that are
paid on the same amount of common stock. Upon separation from service as a director, the common stock units held
by the director in his or her deferred account will be converted to cash based upon the then market price of the
common stock and will be paid to the director.
Other Benefits.    We provide coverage for directors under our Director and Officer Liability Insurance Policy and
Accidental Death and Dismemberment Insurance Policy. Directors may, at their own expense, purchase coverage for
their spouses under the Accidental Death and Dismemberment Insurance Policy. Directors are eligible to participate in
our Matching Gifts to Education Program, available to all company employees, which matches contributions of up to
$1,500 per year to eligible educational institutions. We made no donations on behalf of any of our directors to
organizations with which any director was affiliated as an executive officer or director in excess of the amounts
matched by us under this program.
Director Stock Ownership Guidelines.    In order to promote and increase equity ownership by our directors and to
further align their interests with those of our stockholders, the Board has adopted stock ownership guidelines that
require each non-employee director to own beneficially at least 3,750 shares, including common stock units granted
under the Directors Plan, by the later of January 1, 2009, or the fifth anniversary of his or her election as a director. As
of December 31, 2013, all non-employee directors met the guidelines on an incremental basis.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL
OWNERS AND MANAGEMENT
This table shows the number of shares beneficially owned as of March 3, 2014, by each owner of more than 5% of our
common stock, each of our directors, each executive officer for whom compensation is reported in this proxy
statement, and all directors and executive officers as a group. The number of shares reported is based on data provided
to us by the beneficial owners of the shares. The percentage ownership data is based on 40,589,389 shares of our
common stock outstanding as of March 3, 2014. Under SEC rules, beneficial ownership includes shares over which
the indicated beneficial owner exercises voting or investment power. Except as noted, and subject to applicable
community property laws, each owner has sole voting and investment power over the shares shown in this table.

Amount and Nature of Common Stock Beneficially
Owned Common Stock

Units(2)Number of Shares
Beneficially Owned

Right to
Acquire(1)

Total Shares
Beneficially
Owned

Percent of
Class

Stockholders Owning More than 5%
BlackRock, Inc.
40 East 52nd Street
New York, NY 10022

4,760,488(3) n/a 4,760,488 11.7% n/a

Janus Capital Management LLC
151 Detroit Street
Denver, CO 80206

3,925,020(4) n/a 3,925,020 9.7% n/a

The Vanguard Group
100 Vanguard Blvd.
Malvern, PA 19355

2,230,241(5) n/a 2,230,241 5.5% n/a

Directors and Named Executive
Officers
Michael J. Covey 76,692(6) 56,094 132,786 * 30,030
Eric J. Cremers 54,436 — 54,436 * —
Boh A. Dickey 15,000(7) — 15,000 * 21,304
William L. Driscoll 210,350(8) — 210,350 * 22,742
Ruth Ann M. Gillis (A) 2,356 — 2,356 * _
Charles P. Grenier — — — * 1,620
Jerome C. Knoll (B) 34,519(9) — 34,519 * 21,304
John S. Moody 5,000 — 5,000 * 18,414
Lawrence S. Peiros 3,750(10) — 3,750 * 22,967
Gregory L. Quesnel 2,888(11) — 2,888 * 21,304
William R. DeReu 24,779(12) — 24,779 * —
Jerald W. Richards 3,420 — 3,420 * —
Lorrie D. Scott 13,716(13) 13,716 * —
Thomas J. Temple 24,022(14) — 24,022 * —

Directors and Executive Officers as a
group (14 persons) 470,928(15) 56,094 527,022 1.3% 159,685

* Less than 1%
(A) Ms. Gillis retired from our Board of Directors at our May 6, 2013 annual meeting of stockholders.
(B) Mr. Knoll is retiring from our Board of Directors when his current term expires at our May 5, 2014 annual
meeting of stockholders.
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(1) Amounts for Mr. Covey represent shares of common stock issuable under restricted stock units that are currently
vested or vest within 60 days of March 3, 2014.
(2) Represents common stock units as of March 3, 2014. These stock units are not actual shares of common stock and
have no voting power. In the case of our directors, these stock units are credited, along with accrued dividend
equivalents, on
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a one-for-one basis with our common stock pursuant to our Director Plan (see “Compensation of Non-Employee
Directors”). The units represent deferred director's fees for Mr. Driscoll and Mr. Peiros and annual stock unit awards
granted in December 2004-2013 to all outside directors. For Mr. Covey the units represent deferred annual incentive
plan award payments. The units are converted into cash and paid according to an election the holder makes prior to
deferring fees or incentives, except for the annual deferred awards granted to the outside directors, which are
converted to cash and paid upon separation from service as a director.
(3) Based upon the Schedule 13G/A filed with the SEC on January 10, 2014 by BlackRock, Inc. as a parent holding
company/control person the following affiliates: BlackRock Japan Co. Ltd, BlackRock Institutional Trust Company,
N.A., BlackRock Fund Advisors, BlackRock Asset Management Canada Limited, BlackRock (Singapore) Limited,
BlackRock Advisors (UK) Limited, BlackRock Financial Management, Inc., BlackRock Life Limited, BlackRock
Advisors LLC, BlackRock Investment Management, LLC, BlackRock Asset Management Ireland Limited,
BlackRock International Limited and BlackRock Investment Management (UK) Limited. BlackRock, Inc., has sole
voting and dispositive power over all of such shares.
(4) Based upon the Schedule 13G/A filed with the SEC on February 14, 2014 by Janus Capital Management LLC as a
registered investment adviser and a parent holding company/control person of Perkins Investment Management LLC
and INTECH Investment Management. Janus Capital Management LLC has shared voting and dispositive power over
3,925,020 shares. 
(5) Based upon the Schedule 13G/A filed with the SEC on February 11, 2014 by The Vanguard Group.
(6) Comprised of the following: (i) 101,991 shares held directly by Mr. Covey; (ii) 35,898 shares of common stock
held in a trust, of which Mr. Covey has sole voting and investment power; and (iii) 155 shares of common stock held
for Mr. Covey's individual account under our 401(k) employee savings plan.
(7) These shares are held in the name of Mr. Dickey and his spouse with whom Mr. Dickey shares voting and
investment power.
(8) Includes 45,740 shares held directly by Mr. Driscoll, 265,934 shares held by trusts of which Mr. Driscoll is a
trustee and shares voting power, 6,227 shares held by trusts of which Mr. Driscoll is a trustee and shares voting and
investment power and 2,335 shares of common stock of which Mr. Driscoll is a trustee and has sole voting and
investment power. Also includes 4,900 shares held by a limited liability company of which Mr. Driscoll is manager
with both voting and dispositive powers. Mr. Driscoll disclaims beneficial ownership of all shares except those held
directly by him. Mr. Driscoll has the power to substitute other assets for 25,975 Potlatch Corporation shares in a trust
that he has created over which he currently has no voting or investment power.
(9) Includes 33,131 shares held in the name of Mr. Knoll and his spouse, with whom Mr. Knoll shares voting and
investment power and 1,388 shares held in an individual 401(k).
(10) These shares are held in a trust under which Mr. Peiros shares voting and investment power with his spouse.
(11) These shares are held in a trust under which Mr. Quesnel shares voting and investment power with his spouse.
(12) Includes 2,482 shares of common stock held for Mr. DeReu's individual account under our 401(k) employee
savings plan.
(13) Includes 5,931 shares of common stock held for Ms. Scott's individual account under our 401(k) employee
savings plan.
(14) Includes 3,113 shares of common stock held for Mr. Temple's individual account under our 401(k) employee
savings plan.
(15) Includes an aggregate of 470,928 shares of common stock held for the executive officers' benefit under our
401(k) employee savings plan.
Section 16(a) Beneficial Ownership Reporting Compliance
Under U.S. securities laws, directors, certain executive officers and any person holding more than 10% of our
common stock must report their initial ownership of the common stock and any changes in that ownership to the SEC.
The SEC has designated specific due dates for these reports and we must identify in this proxy statement those
persons who did not file these reports when due. Based solely on our review of copies of the reports filed with the
SEC and written representations of our directors and executive officers, we believe all persons subject to reporting
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filed the required reports on time in 2013.
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AUDIT COMMITTEE REPORT
The Audit Committee of the Board of Directors is composed of four outside (non-employee) directors, all of whom
meet Nasdaq listing standards for audit committee independence. The Audit Committee is an “audit committee” for
purposes of Section 3(a)(58) of the Securities Exchange Act of 1934. The Committee’s charter is reviewed periodically
by the Audit Committee, which recommends appropriate changes to the Board of Directors.
The Committee is responsible for providing oversight on matters relating to Potlatch’s accounting, financial reporting,
internal controls, auditing, legal and regulatory compliance and risk management. In performing its functions, the
Committee acts only in an oversight capacity and necessarily relies on the work and assurances of management, which
has the primary responsibility for financial statements and reports, and the reports of the independent registered public
accounting firm, who, in its reports, expresses an opinion on the conformity of the company’s annual financial
statements to generally accepted accounting principles in the United States and an opinion on the effectiveness of
internal control over financial reporting. During fiscal year 2013, the Committee met eight times.
In connection with the audit process, the Committee has received from our independent registered public accounting
firm, KPMG LLP, or KPMG, the written disclosures and the letter required by the Public Company Accounting
Oversight Board (PCAOB) regarding KPMG’s communications with the Audit Committee concerning independence,
and has discussed with KPMG its independence. The Committee also discussed the quality and adequacy of Potlatch’s
internal controls with management, the Internal Audit Director and the independent registered public accounting firm.
The Committee reviewed with KPMG and the Internal Audit Director their respective audit plans, audit scope and
identification of audit risks, and reviewed and discussed the results of the internal audit examinations with the Internal
Audit Director.
The Committee reviewed and discussed the audited consolidated financial statements for the fiscal year ended
December 31, 2013, with management and with KPMG outside the presence of management. The Committee also
discussed with KPMG the matters required to be discussed by PCAOB Auditing Standard No. 16, "Communications
with Audit Committees."
Based on these reviews and discussions with management, KPMG and the Internal Audit Director, the Committee
recommended to the Board that the company’s audited consolidated financial statements be included in its Annual
Report on Form 10-K for the fiscal year ended December 31, 2013, for filing with the Securities and Exchange
Commission.

The Audit Committee Members

Boh A. Dickey, Chair
Charles P. Grenier
Jerome C. Knoll
Gregory L. Quesnel

Ruth Ann Gillis served on our audit Committee until her retirement from the Board at our annual meeting of
stockholders on May 6, 2013.
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Fees Paid to Independent Registered Public Accounting Firm in 2013 and 2012
The Audit Committee has considered and determined that the services provided by KPMG in fiscal year 2013 are
compatible with the auditor independence requirements. The following table shows fees for professional services
rendered by KPMG for audit services for the years ended December 31, 2013 and 2012, and fees billed for other
services rendered by KPMG during each of these years.  

Audit Fees(1)  Audit-RelatedFees Tax Fees  All Other Fees  

2013 $548,600 $5,000 — —
2012 $510,000 — — —
(1) Audit fees represent fees for the audit of our annual financial statements, the audit of internal control over financial
reporting and reviews of the quarterly financial statements.
All audit services and audit-related services for fiscal year 2013 were pre-approved by our Audit Committee. The
Audit Committee Policy for Pre-approval of Independent Auditor Services and Fees provides for pre-approval of
audit, audit-related, tax and other services specifically described by the Policy on an annual basis. A copy of the
policy can be found on our public web site by going to www.potlatchcorp.com, and selecting “Investor Resources,” then
“Corporate Governance,” and then “Audit Committee Pre-Approval Policy.” Under the terms of the Policy, unless a type
of service to be provided by the independent registered public accounting firm has received general pre-approval, it
will require specific pre-approval by the Audit Committee. In addition, any proposed services anticipated to exceed
pre-approved cost levels must be separately approved. The policy authorizes the Audit Committee to delegate to one
or more of its members pre-approval authority with respect to permitted services. The member or members to whom
such authority has been delegated must report any pre-approval decisions to our Audit Committee at its next
scheduled meeting.
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PROPOSAL 2 – RATIFICATION OF THE APPOINTMENT OF KPMG LLP AS OUR
INDEPENDENT AUDITORS FOR 2014
We recommend a vote FOR this proposal.
KPMG LLP, a registered public accounting firm, currently serves as our independent registered public accounting
firm and has conducted the audit of our consolidated financial statements and internal control over financial reporting
for fiscal year 2013. A summary of the fees paid by us to KPMG in connection with its audits for 2013 and 2012 can
be found in the section titled, “Fees Paid to Independent Registered Public Accounting Firm in 2013 and 2012” in this
proxy statement.
Based upon its review of KPMG’s qualifications, independence and performance, the Audit Committee of the Board of
Directors has appointed KPMG to serve as our independent registered public accounting firm for 2014.
The appointment of our independent registered public accounting firm is not required to be submitted for ratification
by the stockholders. The listing standards of the Nasdaq Global Select Market provide that the Audit Committee is
solely responsible for the appointment, compensation, evaluation and oversight of our independent registered public
accounting firm. However, as a matter of good corporate governance, the Audit Committee is submitting its
appointment of KPMG as independent registered public accounting firm for 2014 for ratification by the stockholders.
If the stockholders fail to ratify the appointment of KPMG, the Audit Committee may reconsider whether to retain
KPMG, and may continue to retain that firm or appoint another firm without resubmitting the matter to the
stockholders. Even if the stockholders ratify the appointment of KPMG, the Audit Committee may, in its discretion,
appoint a different independent registered public accounting firm if it determines that such a change would be in the
best interests of our company and our stockholders.
The affirmative vote of a majority of the common stock present in person or represented by proxy and entitled to vote
at the Annual Meeting is required to ratify the appointment of KPMG LLP as our independent auditors for 2014.
Representatives of KPMG are expected to attend the Annual Meeting, will have the opportunity to make a statement if
they desire to do so and are expected to be available to respond to appropriate questions.
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COMPENSATION DISCUSSION AND ANALYSIS

This Compensation Discussion and Analysis describes the compensation policies and decisions of the Executive
Compensation and Personnel Policies Committee with respect to our senior executives, including the officers named
in the Summary Compensation Table for 2013 (the "named executive officers"). For 2013 our named executive
officers and the offices they held were:

•Michael J. Covey, Chairman and Chief Executive Officer
•Eric J. Cremers, President and Chief Operating Officer
•Jerald W. Richards, Vice President and Chief Financial Officer

• William R. DeReu, Vice President, Real Estate and Minnesota
Resource

•Lorrie D. Scott, Vice President, General Counsel and Corporate Secretary
•Thomas J. Temple, Vice President, Wood Products and Arkansas Resource

In March 2013, Mr. Cremers became President, Chief Operating Officer and Chief Financial Officer and Mr. Covey
continues as Chairman and Chief Executive Officer. Mr. Richards joined the company and became Vice President and
Chief Financial Officer in September, 2013, and Mr. Cremers continues as President and Chief Operating Officer.

Executive Summary
Summary of 2013 Results
The U.S. housing market continued its recovery in 2013 and the company generated $70.6 million of net income from
continuing operations compared to $40.6 million in 2012. The Resource Division earnings increased 48% over 2012.
Earnings in the Wood Products Division were higher than they have been for almost ten years, and the Real Estate
Division closed the highest number of real estate transactions since the company's conversion to a REIT in 2006. In
December, 2013, the company's Board of Directors increased the company's dividend by 13%, from $0.31 per share to
$0.35 per share.
A summary of the company's 2013 performance is set forth below:

Performance
Metric(1)

2013 Actual (in
millions)

2013 Target (in
millions) % Target

Company FFO $100.5 $76.9 131
Real Estate EBITDDA 21.9 22.3 98
Resource EBITDDA 91.5 72.0 127
Wood Products EBITDDA 65.1 52.2 125

(1) The company's actual 2013 Funds From Operation or FFO can be calculated from the audited consolidated
statements of cash flows included in our 2013 Form 10-K. Each of our operating division's actual 2013 Earnings
Before Interest, Taxes, Depreciation, Depletion and Amortization or EBITDDA can be calculated from the amounts
shown in Note 17 to the audited consolidated financial statements included in our 2013 Form 10-K. Actual 2013
EBITDDA for each of the Resource and Wood Products divisions can be calculated by taking the division's operating
income and adding depreciation, depletion and amortization. Actual 2013 EBITDDA for the Real Estate division can
be calculated by taking the division's operating income and adding the basis of real estate sold before eliminations and
adjustments plus depreciation.

The company's total shareholder return during the three-year period from 2011 to 2013 was higher than other REITs,
but slightly below the group of six forest products companies that we refer to as our "peer group,"  (See "2013
Long-Term Equity Incentive Awards - Peer Group" below), which resulted in a reduced payout of performance shares
for the 2011-2013 performance period. The following graph and table show a three-year comparison of cumulative
total stockholder returns (TSR) for the company, the NAREIT Equity Index, the Standard & Poor’s Midcap 400 Index
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and our peer group for the period ended December 31, 2013. The TSR assumes $100 invested at December 31, 2010,
with quarterly reinvestment of all dividends.
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Comparison of Three-Year Cumulative Total Stockholder Return   
Summary of Key 2013 Compensation Decisions
2013 Base Salary  After considering company performance and competitive pay practices, the Committee approved
base salary increases of 5.17% for Mr. Covey, 3.0% for Mr. DeReu, 4.8% for Ms. Scott and 3.0% for Mr. Temple. In
addition, in recognition of Mr. Cremers promotion to President and Chief Operating Officer, the Committee increased
Mr. Cremers' base salary by 11.11%.
2013 Annual Incentive Award   The company's FFO for 2013 was $100.5 million or 131% of the budgeted target of
$76.9 million, which resulted in a calculated multiplier of 200% in accordance with the caps set forth in the company's
Annual Incentive Plan. See "2013 Annual Cash Incentive Awards" below.
2011-2013 Long-Term Equity Incentives Earned The company's annualized TSR for the 2011-2013 performance
period was 11.4%, which ranked the company 0.03% below the median performance of the company's forest products
industry peers during the performance period and the company’s aggregate TSR for the 2011-2013 performance period
was 38.3%, which ranked the Company at 39.3% compared to the S&P Midcap 400 Index Companies, resulting in the
vesting of 75.7% of the 2011-2013 Performance Shares awarded to participants in the company's long-term incentive
program, including named executive officers, plus dividend equivalents credited pursuant to the terms of the award.
See "2013 Long-Term Equity Incentive Awards - Potlatch Corporation TSR Comparison" below.
Added Double-Trigger to Long-Term Equity Incentive Program In 2013, the Compensation Committee approved
amendments to the company's long-term equity incentive program subjecting all performance share awards granted in
2014 and in subsequent years to a "double trigger" requirement where awards vest only with a qualifying termination
in connection with a change in control event.
Eliminated Excise Tax Gross-Up  In 2013, the Compensation Committee approved amendments to the company's
Executive Severance Program to eliminate Section 280G excise tax gross-up provisions, and the company will no
longer gross up severance payments in connection with a change in control event to offset excise taxes incurred by our
executives.
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Prohibited Pledging  In 2014, the company's insider trading policy was amended to provide that directors and
executive officers are prohibited from pledging company securities as collateral except under limited circumstances
and with approval by the Compensation Committee.
Summary of Executive Compensation Program and Practices
The Compensation Committee, working with company management, has adopted compensation policies and
procedures that represent strong corporate governance, including the following:

•Independent Compensation Committee  The Compensation Committee is composed solely of independent directorswithin the meaning of Nasdaq listing rules relating to compensation committees.

•

Independent Compensation Consultant  In 2013 the Compensation Committee was advised by an independent
consultant, Deloitte Consulting, LLP (Deloitte), that provided no other services to the company and had no prior
relationship with any of the named executive officers. In 2014, following a search led by the Committee Chair, the
Committee retained Semler Brossy Consulting Group, LLC, an independent consultant that provides no other services
to the company and has no prior relationship with any of the named executive officers.

•
Competitive Market Assessments  The Committee requests that its independent consultant conduct a review of the
company's executive compensation program at least every two years to evaluate whether it is comparable to
compensation programs of companies of similar size.

•
Peer Group Review  The peer group of companies used to benchmark company TSR is carefully reviewed annually
by the Compensation Committee with input from its independent consultant. Changes to the peer group require
Compensation Committee approval.

•
Annual Stockholder Advisory Vote  The company seeks an annual stockholder advisory vote to approve executive
compensation, the results of which are considered by the Compensation Committee in determining executive
compensation.

•
Compensation Risk Assessment Company management completes a risk assessment of the company's executive
compensation programs annually to evaluate whether they are designed and administered in a manner that discourages
undue risk-taking by employees. The company's assessment is reviewed by the Compensation Committee.

•Double-Trigger Acceleration  A “double trigger” is required before severance benefits are paid and equity awards vestin connection with a change in control event.

•

Limited Perquisites  The company does not provide perquisites or other personal benefits to officers or senior
employees, such as aircraft for personal use, paid parking spaces, or company cars, with the exception of payment of
premiums for accidental death and dismemberment insurance. The company's health care and other medical insurance
programs, its salaried employee 401(k) Plan and its limited relocation program are the same for all salaried
employees, including officers.

•

Executive Stock Ownership Guidelines The company has a robust stock ownership policy. The company's Chief
Executive Officer and President and Chief Operating Officer are required to achieve minimum stock ownership that is
five times their respective base salaries and the other named executive officers are required to achieve minimum stock
ownership that is two times their respective base salaries.

•

Clawback Policy  The company has an incentive compensation recovery policy to recover compensation earned as a
result of fraudulent or illegal conduct. We expect to modify the policy upon the issuance of final regulations by the
SEC under the applicable provisions of the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010
(Dodd-Frank Act).

•Hedging Policy Under the company's insider trading policy, directors, officers and employees are prohibited fromspeculating in company securities or engaging in transactions designed to hedge their ownership interests.

•
Pledging Policy Under the company's insider trading policy, as updated in 2014, directors and executive officers are
prohibited from pledging company securities as collateral except under limited circumstances and with approval by
the Compensation Committee.
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2013 Stockholder Advisory Vote to approve Executive Compensation  

At our annual meeting of stockholders in May 2013, we held our annual stockholder advisory vote to approve the
compensation of our named executive officers (say-on-pay). Our stockholders approved the compensation of our
named executive officers as described in our 2013 proxy statement with an approval rate of approximately 92%
(calculated based on the number of shares voted "For" this proposal divided by the number of shares voted "For" and
"Against" this proposal). As we evaluated our compensation practices throughout 2013, we considered the strong
support our stockholders expressed for our executive compensation program. As a result, the Compensation
Committee decided to retain our general approach to executive compensation.

Compensation Consultants  

Pursuant to its charter, the Compensation Committee has the sole authority to retain, terminate and approve the fees
and other retention terms of compensation consultants and other advisers to assist it in its ongoing development and
evaluation of company compensation policies and practices and the Committee's determination of compensation
awards. For 2013, the Committee engaged Deloitte Consulting, LLP (Deloitte) as its independent compensation
consultant. Starting in 2014, following a search led by the Committee Chair, the Committee engaged Semler Brossy
Consulting Group, LLC (Semler Brossy) as its independent compensation consultant. The Compensation Committee's
independent compensation consultant reports directly to the Committee and not to management. Deloitte and Semler
Brossy are both independent from our company, have not provided any services to our company other than to the
Compensation Committee, and receive compensation from our company only for services provided to the Committee.
The Compensation Committee has assessed the independence of both Deloitte and Semler Brossy pursuant to SEC
rules and has concluded that the work of each consultant has not raised any conflict of interest. The Compensation
Committee's independent compensation consultant:

•attends Committee meetings;
•meets with the Committee without management present;

•provides third-party data, advice and expertise on proposed executive compensation and executive compensation plandesigns;

•
reviews briefing materials prepared by management and outside advisers to management and advises the Committee
on the matters included in these materials, including the consistency of proposals with the Committee's compensation
philosophy, risks inherent in proposals and comparisons to programs at other companies;

•

prepares for the Committee every two years an assessment of the company's compensation programs, including
positioning of the programs in the competitive market, to assist the Committee in its analysis of each component of
each of our executive officers' compensation packages to assess the proper balance and competitiveness of the tools
used to accomplish the objective of each compensation component;
•reviews drafts of the Compensation Discussion and Analysis; and
•advises the Board on director compensation.

All of the decisions with respect to determining the amount and form of executive compensation under our
compensation programs are ultimately made by the Compensation Committee and may reflect factors and
considerations other than the information and advice provided by the Committee's independent compensation
consultant.

The company has retained Mercer (U.S.) Inc. (Mercer) to advise company management on compensation plan design
and performance measures for incentive compensation. In addition to advising company management on Health and
Welfare Casualty and compensation matters, Mercer manages the company's 401(k) plans and provides investment
advice to the company's investment committee that oversees pension investments. Mercer recommendations related to
executive compensation are reviewed for the Committee by the Committee's independent compensation consultant.
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Competitive Market Assessments  

As part of determining compensation levels for named executive officers, the Committee reviews information
regarding the median compensation paid by other companies of comparable size both in our industry and generally.
Every two years the Committee asks its independent compensation consultant to provide it with a market assessment
that utilizes blended market data from the most relevant compensation surveys available. In our most recent review,
the consultant referenced the Forest Products Industry Compensation Association Survey for industry-specific market
data, and surveys from Mercer, Economic Research Institute and Towers Watson for general industry market data
representing similarly-sized companies. The surveys used include compensation data from companies within our peer
group and other companies outside of our peer group.
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Competitive compensation survey data is gathered by the Committee's compensation consultant and analyzed to most
closely reflect competitive pay levels for companies of comparable size and, where possible, similar business focus to
our company.

Management Input

Each year, the company's Chief Executive Officer and Vice President, Human Resources, recommend to the
Compensation Committee changes to base salaries and target amounts for annual cash incentive awards and long-term
equity incentive awards for each named executive officer, except the Chief Executive Officer. These
recommendations are based on the principal duties and responsibilities of each executive officer, competitor pay
levels within our industry, pay levels for comparable companies of similar size within regional and national markets,
internal pay equity, and individual performance. In addition, each year our Vice President, Human Resources and our
Chief Financial Officer provide the Committee with a detailed review of the actual results of the company's corporate
and operating divisions compared to the performance goals established at the beginning of the year under our annual
incentive plan, and the resulting awards proposed to be made to the named executive officers. Our Chief Executive
Officer and our President and Chief Operating Officer present evaluations of executives who report to them and make
recommendations to the Committee regarding executive base salary and annual cash incentive compensation and
long-term equity compensation for executive officers, and compensation packages for executives being hired or
promoted. Our Chief Executive Officer and our President and Chief Operating Officer also recommend performance
targets for the upcoming year for the Compensation Committee to consider.

The Compensation Committee determines any change to the base salary, annual cash bonus and equity awards for the
Chief Executive Officer based upon its evaluation of the Chief Executive Officer's performance and advice from the
Committee's independent compensation consultant.

Risk Assessment

Company management provides ongoing information to the Compensation Committee regarding aspects of our
executive compensation program that could mitigate or encourage excessive risk-taking by company executives. In
addition, the Committee periodically requests that its independent compensation consultant provide an assessment of
the company's executive compensation program along with recommended modifications, if any. Among the attributes
of our executive compensation program that management and the Committee take into consideration in assessing the
risks arising from our compensation policies and procedures are:
•the balance between annual and long-term incentives;
•the existence of caps on annual and long-term incentive awards;
•the use of different metrics for annual and long-term incentive awards;

•the use of rolling performance periods and laddered equity vesting to reduce pressure on any one performance periodor vesting date;

•the ability of company management and the Committee to consider non-financial and other qualitative performancefactors such as safety and environmental performance in determining actual compensation packages;
•stock ownership guidelines that are reasonable and align our executives' interests with those of our stockholders;

•the company's insider trading policy that prohibits employees from speculating in company securities or engaging intransactions designed to hedge their ownership interests; and
•the company's Incentive Compensation Recovery Policy.

Compensation Objectives and Elements of Compensation

Compensation Philosophy and Objectives
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Our compensation philosophy is to provide all of our executives a fair and competitive incentive-based compensation
package that is tied to the performance of both the individual and the company. We also believe that a significant
portion of total compensation for our senior executives should be at risk and dependent on the achievement of target
levels of performance. In addition, we believe that in order to maintain fiscal discipline, incentive compensation
should be subject to thresholds and caps. The key objectives of our compensation program are aimed at helping us to
recruit, motivate and retain talented and experienced executives, ensure our incentive compensation is aligned with
short-term and long-term company performance and to align our employees' interests with those of our stockholders.
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Compensation Components 
We balance our executives' compensation packages among three components:
•base salary;
•annual cash incentives; and
•long-term equity incentives.

Salaries are provided to employees as compensation for basic services to the company and to meet the objective of
attracting and retaining the talent needed to run our business. Our annual cash incentives reward employees for
helping us achieve annual financial targets, and our long-term equity incentives reward employees for helping us to
perform at a level of total stockholder return that exceeds that of our peers and to achieve the company's overall
long-term business objectives. We compensate executives with higher levels of responsibility with a higher proportion
of at-risk incentive compensation and equity compensation, so their interests are closely aligned with those of our
stockholders. Depending upon an executive officer's pay grade, approximately 60% to 70% of the officer's
compensation is composed of a combination of annual cash incentive awards based on operational performance goals,
and long-term equity incentive grants. In 2013, for our long-term incentive awards, 100% of our Chief Executive
Officer's and Chief Operating Officer's awards vest based on performance, and 75% of the awards for the other named
executive officers vest based on performance, which is measured based on achievement of relative TSR over a
three-year period. See “Summary Comparison of 2013 Target and Actual Compensation” below for each named
executive officer's specific compensation mix for 2013.
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To ensure fiscal discipline, we set threshold performance levels so that no incentive awards are made if performance
results fall below threshold levels, and we set caps on the aggregate amount of incentive compensation that we pay,
regardless of actual performance results.

The charts below show for our Chief Executive Officer, our President and Chief Operating Officer and the other
named executive officers the portion of 2013 compensation granted that was fixed and the portion that was
performance-based.

2013 Base Salary

As part of determining executive base salaries, the Compensation Committee reviews information regarding median
base salaries for companies of comparable size, both in our industry and generally, and also considers the individual
executive's job performance, long-term potential and tenure. Base salary ranges are established for each pay grade of
salaried employees, including our Chief Executive Officer. We determine an executive's rate of pay within the salary
range for his or her position based upon the executive's level of experience and performance relative to his or her
individual written performance plan. Each executive's individual performance plan contains operational and financial
objectives determined by the executive together with his or her supervisor. Our Chief Executive Officer's base salary
is set by the Committee in its sole discretion after consultation with its independent compensation consultant and the
Committee approves the base salaries of the other named executive officers after discussions with the Chief Executive
Officer and Chief Operating Officer.
In 2013 the Compensation Committee approved base salary increases of 5.17% for Mr. Covey, 3.0% for Mr. DeReu,
4.8% for Ms. Scott and 3.0% for Mr. Temple based in part upon its review competitive market data. In addition, in
recognition of
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Mr. Cremers' promotion to President and Chief Operating Officer, the Committee increased Mr. Cremers' base salary
by 11.11%.

Name Base Salary Increase
(% Increase) Base Salary 2013($) Base Salary 2012($)

Michael J. Covey 5.17 752,000 715,020
Eric J. Cremers 11.11 500,000 450,000
Jerald W. Richards — 325,000 —
William R. DeReu 3.0 216,340 210,042
Lorrie D. Scott 4.8 275,100 262,500
Thomas J. Temple 3.0 285,380 277,074

2013 Annual Cash Incentive Awards  

Pursuant to the terms of the company's Annual Incentive Plan, each year the Compensation Committee establishes
target annual bonuses for our executive officers as a percentage of base salary, corresponding to the pay grade of each
officer's position, based in part on the recommendations of management and the Committee's independent
compensation consultant after a review of the compensation practices of companies of comparable size both in our
industry and generally. These targets are set forth below under “Summary Comparison of 2013 Target and Actual
Compensation.” 

Annual bonuses are subject to adjustment based on corporate and operating division financial performance. At the
beginning of each year the Committee, with input from our Chief Executive Officer and our President and Chief
Operating Officer, approves a scale of modifiers for our executive officers based on a range of possible financial
performance outcomes. At the end of the year, actual financial performance is compared to the Committee's
pre-approved performance scale to determine the modifiers to apply to the target awards. Awards may be further
adjusted based on the results of the individual employee's annual performance review, the operating division's
performance, the company's overall performance or unusual, extraordinary or infrequently occurring items. The
Committee also considers safety performance, environmental performance and other factors when approving awards.
In addition, under the terms of our Annual Incentive Plan, the Committee has discretionary authority to reduce, but not
increase, the amount of annual awards paid to our executive officers.

In order to reflect both our REIT structure and our wood products operations, we used the following performance
measures for purposes of the 2013 annual cash incentive awards:
•Funds from operations, or FFO, measured at the corporate level against a pre-defined target; and

•Earnings before interest, taxes, depreciation, depletion and amortization, or EBITDDA, measured at each operatingdivision against pre-defined targets.

We define FFO as net income, plus depletion, depreciation and amortization, basis of real estate sold, and net,
non-cash asset impairment and eliminations. The use of this measure is intended to focus eligible employees on
generating profits by both increasing revenues and controlling costs. In addition, FFO is the primary measure used by
the investment community to measure REIT performance. We believe that profitable growth reflected in our FFO and
EBITDDA measures will drive stockholder value over time. Furthermore, the Committee believes that at the division
level, measuring EBITDDA rather than

FFO is a simpler approach and provides more transparency to employees, as the divisions do not make capital
allocation decisions.
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Pursuant to our Annual Incentive Plan, at the beginning of 2013, a target incentive pool value was calculated based on
the sum of the target annual incentive amounts for each participant in the plan. Based upon the company's 2013
budget approved by our Board and on the input and recommendations of management, the Committee approved the
following FFO performance scale and the corresponding incentive pool modifiers for 2013:

Performance Level 2013 FFO
Performance(Versus 2013 FFO Budgeted Target) 

Incentive Pool Multiplier (Multiple
of Target Pool) 

Threshold 80% of $76.9 million FFO Budget, or $61.5
million FFO 0.25 x Target Pool

Target 100% of $76.9 million FFO Budget 1.00 x Target Pool

Maximum 126.7% of $76.9 million FFO Budget, or $97.4
million FFO 2.00 x Target Pool

The incentive pool multiplier for FFO performance proportionately increases or decreases between threshold and
target levels and between target and maximum levels. The incentive pool is not funded for FFO performance below
threshold level. The funding scale is designed to contribute a fixed percentage of every dollar of FFO above threshold
to the incentive pool up to the maximum.

The company's actual 2013 FFO can be calculated from the audited consolidated statements of cash flows included in
our 2013 Form 10-K. At the end of 2013, the company's actual FFO was $100.5 million, or 131% of the budgeted
target of $76.9 million, which resulted in a calculated incentive pool multiplier of 2.0 in accordance with the caps set
forth in our Annual Incentive Plan.

The overall funded incentive pool was allocated to create incentive pools for corporate and operating divisions based
on the following:
•Corporate: corporate FFO performance, modified based on the achievement of measurable strategic objectives; and

•Operating Divisions: operating division EBITDDA performance (weighted 75%) and corporate FFO performance(weighted 25%).

The operating division allocation is based in part on corporate FFO performance to motivate a division to maximize
its contribution to company FFO in the event that for reasons beyond the division's control (e.g., a market downturn)
division EBITDDA goals cannot be met. The Committee has discretion to adjust FFO and EBITDDA calculations for
extraordinary items, as appropriate, and to reduce, but not increase, awards.

The actual 2013 EBITDDA performance for each operating division relative to the target 2013 EBITDDA
performance was as follows:

Comparison of Operating Division Actual and Target EBITDDA

Operating Division 
Actual 2013
EBITDDA(1)($ in
millions)  

Target 2013 EBITDDA
($ in millions)  Percent of Target Achieved(%)

Real Estate 21.9 22.3 98
Resource 91.5 72.0 127
Wood Products 65.1 52.2 125

(1)    Each of our operating division's actual 2013 EBITDDA can be calculated from the amounts shown in Note 17 to
the audited consolidated financial statements included in our 2013 Form 10-K. Actual 2013 EBITDDA for each of the
Resource and Wood Products divisions can be calculated by taking the division's operating income and adding
depreciation, depletion and amortization. Actual 2013 EBITDDA for the Real Estate division can be calculated by
taking the division's operating income and adding the basis of real estate sold before eliminations and adjustments plus
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depreciation.

The Compensation Committee made awards from the applicable funded incentive pool to our executive officers based
on recommendations from the Chief Executive Officer, competitive data provided by its independent compensation
consultant and the results of individual performance reviews.

In determining the Chief Executive Officer's award, the Committee considered its evaluation of Mr. Covey's
performance against his financial, operational and strategic goals for 2013. The Committee discussed this evaluation
in executive session
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without Mr. Covey being present. Mr. Covey requested that his 2013 incentive award be capped at $1 million and
despite the company's strong performance in 2013, the Committee exercised its discretion to reduce Mr. Covey's
incentive award to the requested amount.

The Chief Executive Officer's recommendations to the Committee concerning the payment of awards for each of the
other executive officers were based on the individual performance evaluations of those officers. These evaluations
took into account objective criteria in the form of operating results against budget, and subjective criteria such as
performance against strategic goals which involve the exercise of discretion and judgment in assessing performance
attainment.

Mr. DeReu's performance is determined based upon the performance of the Real Estate Division and the Minnesota
Resource Group and therefore exceeded target. The Committee chose not to exercise its discretion to reduce annual
incentive awards to Mr. Cremers, Mr. Richards, Mr. DeReu, Ms. Scott and Mr. Temple and accordingly awarded them
their target shares of the funded incentive pool.

2013 Long-Term Equity Incentive Awards  

Our long-term incentive program is intended to link compensation to long-term company performance. Under our
long-term incentive program we grant two types of equity awards:

•
performance shares, which reward employees for company performance over a three-year period that exceeds the
applicable peer group, encourage employees to focus on the creation of long-term stockholder value and align the
interests of employees with those of our stockholders; and

•restricted stock units, which vest on December 31 immediately preceding the third anniversary of the grant date, andaid in the recruitment and retention of key employees.

The effective grant date for equity awards is the day of the Compensation Committee meeting at which the awards are
approved, typically in February of each year. These meetings are scheduled well in advance of the actual meeting date
and are not coordinated with the release of any material, non-public information. Equity grants to executive officers
who are hired during the year are generally effective upon the executive's start date.

Long-Term Equity Incentive Award Guidelines  The Compensation Committee has approved “guideline” long-term
incentive values for each executive pay grade eligible for long-term equity incentive awards other than the Chief
Executive Officer. These guideline values initially were established at the median of competitive practice, based on an
assessment of compensation programs of comparably sized companies by the Committee's independent compensation
consultant. The 2012 assessment completed by the Committee's independent compensation consultant shows that our
guidelines are currently more closely aligned with the 75th percentile. Guideline values were converted to
performance shares and restricted stock units in a given year by dividing the values by an amount equal to the average
closing price of company common stock during the first 10 business days of the year. The actual number of equity
awards granted to eligible employees is further subject to an increase or decrease from the guideline value at the
Committee's discretion, based upon management's assessment of an individual employee's past contributions and
potential future contributions to the company. In the case of the company's Chief Executive Officer, the Committee
determines in its sole discretion the number of performance shares to be awarded based on a review by the
Committee's independent of competitive practice and the Committee's evaluation of the Chief Executive Officer's
performance.

Restricted Stock Units Restricted stock units are awarded to executive officers other than the Chief Executive Officer,
and the President and Chief Operating Officer, to aid in the retention of key employees. Restricted stock units
comprise 25% of each officer's long-term equity incentive awards and vest on December 31 immediately preceding
the third anniversary of the grant date unless the officer's employment with the company is terminated for any reason
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other than death, disability or retirement. See "Potential Payments upon Termination or Termination Following a
Change in Control." We have also granted restricted stock units to newly hired executives to replace the value of
equity awards that were forfeited when they left their prior employer and to align the interests of new executives to
those of our stockholders.

Performance Shares Performance shares are granted to named executive officers based upon “guideline” long-term
incentive values, and are earned based on the company's TSR over a three-year performance period relative to the
median TSR of six forest product companies (weighted 50%) and the company's TSR percentile ranking relative to all
companies within the Standard and Poor's Midcap 400 Index (of which we are a member) (weighted 50%) over such
performance period. TSR is

calculated based on stock price appreciation plus cash and share distributions. See "2013 Long-Term Equity Incentive
Awards - Peer Group." 
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Threshold, Target and Maximum  The Compensation Committee believes that for purposes of measuring company
performance for awarding performance shares:

•performance measures should be subject to thresholds so that an executive officer's compensation should be at risk ifminimal performance is not achieved;

•
performance measures at which 100% of target amounts are earned should be established at median levels, consistent
with our philosophy of compensating executives at or near the median compensation paid by companies of
comparable size; and

•performance-based compensation should be capped at 200% of target amounts in order to maintain fiscal disciplineand reduce risk-taking.

2013 Long-Term Equity Incentive Awards

In 2013, the Compensation Committee approved long-term incentive awards for the Chief Executive Officer and
President and Chief Operating Officer comprised entirely of performance shares, and for all other eligible employees
consisting of performance shares (75%) and restricted stock units (25%).

The performance shares granted to the Chief Executive Officer, the President and Chief Operating Officer and other
employees are earned based upon company performance over a three-year period ending December 31, 2015. For the
2013-2015 performance period the Compensation Committee determined to continue to measure company
performance based on two factors, each of which is weighted 50%: (i) company TSR, relative to the median TSR of
six forest product companies and (ii) the company's TSR percentile ranking relative to all companies within the S&P
Midcap 400 Index. The following table sets forth the relative TSR performance scale and the corresponding number
of shares earned as a percentage of the weighted targets that were set by the Committee. The percentage of
performance shares earned is the sum of the percentage multiple in each column divided by two.

POTLATCH CORPORATION TSR COMPARISON
Median TSR of Six Forest Products
Companies

Percent of
Shares Issued

TSR Percentile Ranking S&P
Midcap 400 Index Percent of Shares Issued

(weighted 50%) (weighted 50%)
Below Threshold —% Below Threshold —%
Threshold (Median - 5%) 25% Threshold (33rd  percentile) 25%
Target (Median) 100% Target (50th  percentile) 100%
Maximum (Median + 10%) 200% Maximum (85th  percentile) 200%

The number of performance shares earned for each factor proportionately increases or decreases between threshold
and target levels for the factor and between target and maximum levels for the factor. The Committee continues to
believe that no performance shares should be earned with respect to a performance factor for performance below the
applicable threshold performance level.

Based on a probability analysis performed by Mercer at the time the Committee was evaluating the 50% - 50%
weighted approach to performance share TSR measurement, the probable outcome of a maximum payout was
estimated to occur approximately 3% of the time and the probable outcome of no payout was estimated to occur
approximately 19% of the time.

Adjustments to Performance Share Awards The Compensation Committee reserves the right to reduce or eliminate
any performance share award to an executive, or to all executives as a group for any reason. The Committee did not
exercise this authority for 2013.
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Peer Group As a specialized REIT, we consider our peer companies for purposes of TSR comparisons to consist of
“pure play” timber REITs and other forest product companies. The six forest product companies used for benchmarking
our TSR in 2011, 2012 and 2013 are as follows:

Company Annual
Revenue($)(1)

Market
Capitalization($)(2) GICS Sub Industry

Weyerhaeuser 8,529 17,090 Specialized REITs
Universal Forest Products 2,470 1,100 Building Products
Rayonier 1,708 5,870 Specialized REITs
Plum Creek Timber 1,340 7,610 Specialized REITs
Deltic Timber 200 785 Forest Products
St. Joe 131 1,750 Real Estate Mgmt. & Dev.
Potlatch Corporation 570 1,590 Specialized REITs

(1) In millions, for the 2013 fiscal year, based on publicly available information.
(2) In billions as of March 3, 2014.

As the number of publicly-traded forest products companies has declined, we supplemented our peer group with the
S&P Midcap 400 Index in 2011, 2012 and 2013 (weighted 50-50 with the forest product companies) in order to
provide a broader measure of performance for comparison purposes and to offset any volatility in the stock prices of
the six forest product companies.

Summary Comparison of 2013 Target and Actual Compensation
The following table shows the target and the actual amounts for salary and annual and long-term incentive awards for
our named executive officers, along with the 2013 percentage of total direct compensation represented by the amount
of each component (i.e., the mix of pay).

TARGET 2013 TOTAL DIRECT COMPENSATION(1) ACTUAL 2013 TOTAL DIRECT COMPENSATION(1) 

Name Salary($)(3)(% of Total)  Target annual incentiveaward(cash)($)(% of Total)  

Guideline
long-term
incentive
grant value
(equity)
($)(2)
(% of Total) 

Salary($)(3)(% of Total) 

Actual annual
incentive
award(cash)($)
(% of Total) 

Actual long-term
incentive grant
value(equity)($)(4)
(% of Total)  

Michael
J. Covey 752,000 752,000 1,504,900 744,889 1,000,000 1,504,900

25% 25% 50% 22.9% 30.8% 46.3%
Eric J.
Cremers 500,000 350,000 557,500 490,577 700,000 557,500

35.5% 24.9% 39.6% 28.1% 40% 31.9%
Jerald W.
Richards 325,000 162,500 321,600 96,250 108,300 —

40.2% 20.1% 39.7% 47.1% 52.9% —
William
R.
DeReu

216,340 86,536 140,200 215,129 173,100 140,200

48.8% 19.5% 31.6% 40.7% 32.8% 26.5%
Lorrie D.
Scott 275,100 123,795 210,100 272,677 247,600 210,100

45.2% 20.3% 34.5% 37.3% 33.9% 28.8%
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Thomas
J.
Temple

285,380 128,421 210,100 283,783 250,100 210,100

45.7% 20.6% 33.7% 38.1% 33.6% 28.2%

(1) Total direct compensation is the sum of base salary, annual cash incentives and long-term equity incentives.

(2) These amounts represent the dollar value of the 2013 long-term equity incentive guideline. Mr. Richards was not
employed by the company in February, 2013 and therefore was not eligible for a long-term incentive grant for 2013.
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(3) This column includes salary paid for the full or partial year the employee worked. Actual salary reflects 4 months
in position for Mr. Richards. Actual salaries differ from target due to timing of merit increase fulfillment.

(4) These amounts represent the dollar value of the actual restricted stock unit award granted in February, 2013, and
performance shares granted in February, 2013 for the performance period 2013-2015, in each case computed by
multiplying the guideline value by the individual performance modifier. No grant was made for Mr. Richards as he
was hired after the grant date. Such amounts may or may not be paid out depending on the company's performance or
the executive's continued employment, as applicable, over the three-year vesting and performance period. See "2013
Long-Term Equity Incentive Awards" for a description of performance measures and threshold, target and maximum
goals for performance share awards.

Other Elements of the Executive Compensation Program
We do not provide perquisites or other personal benefits to our named executive officers, such as aircraft for personal
use, paid parking spaces, or company cars, with the exception of payment of insurance premiums for accidental death
and dismemberment insurance. The company reimburses named executive officers for certain relocation expenses
pursuant to a relocation program that is the same for all salaried employees. Pursuant to the company's relocation
program, reimbursement of the employee's loss on sale of his or her home is capped and the relocating employee's
home is only purchased if not sold within 90 days and then only at a purchase price equal to the average of two
independent appraisals of fair market value. Our health care and other medical insurance programs, as well as our
401(k) Plan, are the same for all salaried employees, including officers.

Salaried Retirement Plan Our Salaried Retirement Plan provides a pension to our salaried and certain other eligible
employees who were participants in the plan before January 1, 2011, including our named executive officers. We
believe this plan is competitive with our peers and is intended to provide a source of income for our salaried and
certain other eligible employees following retirement. This plan is discussed in detail on page 42. Effective January 1,
2011 our Salaried Retirement Plan was closed to new entrants.

Supplemental Plan II  Our Salaried Supplemental Benefit Plan II (Supplemental Plan) provides retirement benefits to
our eligible salaried employees including our named executive officers, based upon the benefit formula of our Salaried
Retirement Plan and our Salaried 401(k) Plan but without regard to the IRS compensation and benefit limitations
applicable to these tax-qualified plans. We believe this plan is competitive with our peers and companies of
comparable size, and is intended to provide a retirement benefit commensurate with participant compensation, as we
do for other employees. This plan is discussed in detail on pages 42 to 43.

401(k) Plans  Our Salaried 401(k) Plan permits our salaried and certain other eligible employees, including our named
executive officers, to make voluntary pre-tax and after-tax contributions to the plan, subject to applicable tax
limitations. We match $0.70 for every $1.00 that a participant contributes to our Salaried 401(k) Plan, up to the first
6% of his or her eligible compensation, subject to applicable tax limitations. Eligible employees who elect to
participate in the plan are 100% vested in the matching contributions upon completion of two years of service. In
connection with the closure of our Salaried Retirement Plan to new employees, we amended our Salaried 401(k) Plan
to provide for annual company contributions equal to 3% of eligible compensation for employees hired after January
1, 2011 in addition to the company match.

Health and Welfare Benefits  All full-time employees, including our named executive officers, may participate in our
health and welfare benefit programs, including medical, dental and vision care coverage, disability insurance and life
insurance.

Post-Termination Severance Benefits  The company maintains a severance program that provides severance benefits
to our named executive officers and certain other officers and executive employees. Benefits are payable under the
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severance program both in connection with a termination of the executive officer's employment with us and in
connection with a separation of employment following a change in control. The Committee believes the severance
program is competitive with those of our peer companies and serves our recruitment and retention efforts. The section
entitled "Potential Payments Upon Termination or Termination Following a Change in Control" provides additional
information regarding the severance program and the estimated potential incremental benefits under the program for
the named executive officers.
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Officer Stock Ownership Guidelines
In the interest of promoting and increasing equity ownership by our senior executives and to further align our
executives' long-term interests with those of our stockholders, we have adopted the following stock ownership
guidelines:
Chief Executive Officer Value of Shares = 5 x Base Salary
President and Chief Operating Officer Value of Shares = 5 x Base Salary
Chief Financial Officer Value of Shares = 2 x Base Salary
Vice President Value of Shares = 2 x Base Salary
Each executive must acquire by December 31, 2012, or within five years of his or her becoming an executive officer
subject to the stock ownership guidelines, a minimum number of shares based on the applicable value shown above.
To meet the requirements, an executive must increase his or her stock holdings each year by at least 20% of the
required amount until the minimum number is acquired. Shares held in a brokerage account, an account with our
transfer agent or in our 401(k) Plan, common stock units owned as a result of deferred awards paid under our annual
incentive program and any vested restricted stock units all count towards the ownership requirement. Shares subject to
unexercised stock options, unvested restricted stock units or unearned performance shares, however, do not count
toward the ownership guidelines. If an executive does not meet the incremental stock ownership requirement in any of
the five years, or the ownership requirement is not maintained after it is initially met, incentive awards made to the
executive under our annual incentive program will be paid 50% in cash and 50% in stock, and any shares issued upon
settlement of performance share awards must be retained to the extent necessary to meet the stock ownership
guidelines.
As of December 31, 2013 all of our named executive officers met their incremental stock ownership requirements. See
“Security Ownership of Certain Beneficial Owners and Management.” 
A copy of our officers' stock ownership guidelines is available by going to our public web site at
www.potlatchcorp.com, and selecting “Investor Resources,” then “Corporate Governance,” and “Officer Stock Ownership
Guidelines."
Prohibition on Hedging and Pledging
The company's insider trading policy prohibits directors, officers and employees from speculating in company
securities or engaging in transactions designed to hedge their ownership interests. The policy also prohibits directors
and executive officers from pledging company securities except under limited circumstances and with the approval of
the Compensation Committee.
A copy of our insider trading policy is available by going to our public web site at www.potlatchcorp.com, and
selecting “Investor Resources,” then “Corporate Governance,” and “Securities Law Compliance and Insider Trading Policy.”
Recovery of Incentive Compensation

In 2009, the Compensation Committee approved a “clawback” policy, which was amended and restated on February 13,
2014. The policy provides that all incentive awards granted to executive officers after December 31, 2009 will provide
our Board of Directors the discretion to require that the executive officer reimburse the company if:

•payment was predicated upon the achievement of specific financial results that were subsequently the subject of amaterial financial restatement;

•in the Board's view, a company employee engaged in fraud or misconduct that caused or partially caused the need forsuch material financial restatement by the company; and
•lower payment, settlement, grant or vesting would have occurred based upon the restated financial results.
The amount to be reimbursed is the amount by which any incentive awards previously paid, settled, granted or vested
on the basis of previously stated financial results within the two year period preceding the date of disclosure of the
material financial restatement, exceeded the lower amounts that would have been paid, settled, granted or vested based
on the restated financial results. We expect to modify the policy upon the issuance of final regulations by the SEC
under the applicable provisions of the Dodd-Frank Act.
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A copy of our Incentive Compensation Recovery Policy is available by going to our public web site at
www.potlatchcorp.com, and selecting “Investor Resources,” then “Corporate Governance,” and “Incentive Compensation
Recovery Policy.”
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Tax Considerations

Section 162(m) of the Internal Revenue Code of 1986, as amended, (the “Code”) generally disallows an income tax
deduction to public companies for annual compensation in excess of $1 million paid to our principal executive officer
and the three other most highly compensated named executive officers (excluding the principal financial officer).
Compensation that qualifies as “performance-based” is excluded for purposes of calculating the amount of
compensation subject to the $1 million limit. While the Compensation Committee considers the effect of this rule in
developing and implementing our compensation program, in order to preserve the Committee's flexibility to adjust
incentives for individual performance, we have not adopted a policy that all compensation must qualify as
“performance-based” under Section 162(m). The company intends annual cash incentive compensation awards and
performance share awards issued pursuant to stockholder-approved plans to qualify as "performance-based"
compensation under Section 162(m).
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REPORT OF THE EXECUTIVE COMPENSATION AND PERSONNEL POLICIES COMMITTEE
The Executive Compensation and Personnel Policies Committee of the Board of Directors has reviewed and discussed
the Compensation Discussion and Analysis required by Item 402(b) of Regulation S-K with management and, based
on such review and discussions, the Committee recommended to the Board that the Compensation Discussion and
Analysis be included in this Proxy Statement and incorporated by reference into our 2013 Annual Report on Form
10-K.

The Committee Members

Lawrence S. Peiros, Chair
Charles P. Grenier
Jerome C. Knoll
Gregory L. Quesnel
John S. Moody

Ruth Ann M. Gillis served on our Executive Compensation and Personnel Policies Committee until her retirement
from the Board at our annual meeting of stockholders on May 6, 2013.
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EXECUTIVE COMPENSATION TABLES
2013 Compensation
2013 Summary Compensation Table 
The table below sets forth information regarding the compensation for each of our named executive officers for the
years 2013, 2012 and 2011. The information contained in the Summary Compensation Table should be viewed
together with the “2013 Grants of Plan-Based Awards” table, which includes target levels for annual incentive awards
and long-term performance share awards, to obtain the most accurate representation of annual and long-term incentive
compensation elements and the total compensation provided to our named executive officers.

Name and
Principal
Position

Year Salary($)(1)Bonus($)(2)StockAwards($)(3)

Non-Equity
Incentive Plan
Compensation($)(4)

Change in
Pension Value
and
Nonqualified
Deferred
Compensation
Earnings($)(5)

All Other
Compensation($)(6) Total($)

Michael J.
Covey 2013744,889 — 2,338,555 1,000,000 (432,370) 73,479 3,724,553

Chairman
and 2012715,020 — 1,090,886 1,001,000 964,025 60,003 3,830,934

Chief
Executive
Officer

2011736,471 — 1,693,627 715,000 829,210 78,962 4,053,270

Eric J.
Cremers 2013490,577 — 866,364 700,000 54,506 39,656 2,151,103

President
and 2012442,558 — 368,280 450,000 199,023 37,779 1,497,640

Chief
Operating
Officer

2011423,639 — 478,302 450,000 120,894 36,895 1,509,730

Jerald W.
Richards 201396,250 26,940 — 108,300 — 128,734 (7) 360,224

Vice
President
and

2012— — — — — — —

Chief
Financial
Officer

2011— — — — — — —

William R.
DeReu 2013215,129 — 202,683 173,100 (7,945) 14,437 597,404

Vice
President, 2012208,119 — 167,400 125,000 85,536 13,748 599,803

Real Estate
and
Minnesota
Resource

2011206,041 — 208,168 140,300 61,512 16,764 632,785
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Lorrie D.
Scott 2013272,677 — 303,745 247,600 69,458 21,529 915,009

Vice
President, 2012260,100 — 211,594 236,300 97,692 20,875 826,561

General
Counsel
and
Corporate
Secretary

2011253,770 25,000 312,506 232,200 54,211 236,960 (8) 1,114,647

Thomas J.
Temple 2013283,783 — 303,745 250,100 59,000 23,787 920,415

Vice
President, 2012274,537 — 211,594 249,400 92,089 18,045 845,665

Wood
Products
and
Arkansas
Resource

2011271,796 — 312,506 152,900 74,042 20,119 831,363

(1) This column includes salary paid for the full or partial year the employee worked. Pay cycles changed from
semi-monthly to biweekly in August 2010, so the last two weeks of salary in 2010 was paid in January 2011. 2011
salary includes lump sum bonuses in lieu of base salary increases of $21,451 for Mr. Covey, $12,339 for Mr. Cremers,
$6,001 for Mr. DeReu, $3,750 for Ms. Scott, and $7,916 for Mr. Temple.
(2) Mr. Richards received a moving bonus of $26,940 in 2013. Ms Scott received a hiring bonus of $25,000 in 2011.
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(3) This column shows the aggregate grant date fair value, computed in accordance with FASB Topic 718, but
excluding the effect of any estimated forfeitures, of performance shares (at target) and restricted stock units granted in
2011, 2012 and 2013. In accordance with FASB Topic 718, the grant date fair value reported for all restricted stock
units was computed by multiplying the number of shares subject to the restricted stock unit award by the closing price
of our stock on the grant date. The grant date fair values reported for performance shares were based upon the
probable outcome of the TSR condition, which amounts were determined consistent with the estimate of the aggregate
compensation cost to be recognized over the performance period determined as of the grant date under FASB Topic
718, excluding the effect of estimated forfeitures. The estimate of the aggregate compensation cost to be recognized
over the performance period was determined by using a Monte Carlo simulation model, yielding a value of $62.78 per
share for the 2013 grant, $34.24 per share for the 2012 grant and $55.84 per share for the 2011 grant. The assumptions
made in connection with this estimate are discussed in Note 16 to our Financial Statements included in our 2013 Form
10-K.
(4) This column includes the cash awards under our annual incentive plan. Annual awards relating to performance in
2013 were paid in 2014 unless deferred under our Management Deferred Compensation Plan.
(5) Amounts shown represent the aggregate annual change in the actuarial present value of accumulated pension
benefits under all of our defined benefit and actuarial plans. No portion of the amounts shown in this column is
attributable to above market or preferential earnings on deferred compensation.
(6) 2013 amounts shown include 401(k) company match of $10,710 for Mr. Covey, $10,710 for Mr. Cremers, $6,887
for Mr. Richards, $10,710 for Mr. DeReu, $10,710 for Ms. Scott, and $10,710 for Mr. Temple, allocations under the
401(k) Plan Supplemental Benefit portion of our Salaried Supplemental Benefit Plan II ($62,617 for Mr. Covey,
$28,794 for Mr. Cremers, $ 3,575 for Mr. DeReu, $10,667 for Ms. Scott, and $12,925 for Mr. Temple), and premiums
paid for life and accidental death and dismemberment insurance.
(7) The amount shown for Mr. Richards in 2013 also includes the following payments and reimbursements made
pursuant to our salaried employee relocation program: (i) $23,939 of relocation expenses, (ii) a tax gross-up of $8,191
relating to reimbursed amounts includible in gross income, (iii) a $25,000 home sale incentive payment, and (iv)
$64,717 in aggregate incremental costs paid by the company in connection with the sale of Mr. Richards home.
(8) The amount shown for Ms. Scott in 2011 also includes the following payments and reimbursements made pursuant
to our salaried employee relocation program: (i) $11,777 of relocation expenses, (ii) a tax gross-up of $6,189 relating
to reimbursed amounts includible in gross income, and (iii) $203,268 in aggregate incremental costs paid by the
company in connection with the purchase of Ms. Scott's home and the amount received by the company on the
subsequent sale of the house.
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Grants of Plan-Based Awards for 2013 
The table below provides information regarding 2013 grants of annual and long-term incentive awards for the named
executive officers, including the range of estimated possible payouts under our annual incentive plan and estimated
future payouts under our performance share program and the grant date fair value of restricted stock units. The
following table excludes any dividend equivalents that may become payable with respect to the awards.

Name Grant
Date

Estimated Future Payouts Under
Non-Equity Incentive Plan
Awards(1)(5)

Estimated Future Payouts Under
Equity Incentive Plan Awards(2)

All Other
Stock
Awards:
Number of
Shares of
Stock or
Units(3)(#)

Grant Date
Fair
Value($)(4)

Threshold($)Target($)Maximum($)Threshold(#)Target(#)Maximum(#)
Michael J.
Covey 2/14/2013 9,313 37,250 74,500 2,338,555

2/14/201394,000 752,000 3,008,000
Eric J.
Cremers 2/14/2013 3,450 13,800 27,600 866,364

2/14/201343,750 350,000 1,400,000
Jerald W.
Richards 8/29/2013 4,000 160,040

8/29/20136,771 54,167 216,667
William
R. DeReu 2/14/2013 651 2,602 5,204 163,354

2/14/2013 868 39,329
2/14/201310,817 86,536 346,144

Lorrie D.
Scott 2/14/2013 975 3,900 7,800 244,842

2/14/2013 1,300 58,903
2/14/201315,747 123,795 495,180

Thomas J.
Temple 2/14/2013 975 3,900 7,800 244,842

2/14/2013 1,300 58,903
2/14/201316,053 128,421 513,684

(1) Actual amounts paid under our annual incentive plan for performance in 2013 were paid in February 2014 (unless
deferred under our Management Deferred Compensation Plan), and are reflected in the 2013 Summary Compensation
Table in the column titled “Non-Equity Incentive Plan Compensation.” Awards granted under our annual incentive plan
ranges from zero to 2.0 times target, based on performance for the year. The amounts shown are for target
performance. To show the lowest and highest awards available, the amounts shown for threshold assume 0.5 times
target and those for maximum assume 2.0 times target. The annual incentive plan is described in "Compensation
Discussion and Analysis" on pages 28 to 30.
(2) Amounts shown represent the threshold, target and maximum performance shares for the 2013-2015 performance
period. Performance shares are granted at target performance level. The performance share program is described in
"Compensation Discussion and Analysis" on pages 31 and 32.
(3) This column includes Restricted Stock Units (RSUs) granted in 2013 that vest on December 31 immediately
preceding the third anniversary of the grant date unless the officer's employment with the company is terminated for
any reason other than death, disability or retirement or in connection with a Change in Control. See "Potential
Payments upon Termination or Termination Following a Change in Control." Mr. Richards was granted an RSU
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award of 4,000 shares with a date of grant based on his hire date.
(4) The grant fair value of the restricted stock units has been calculated using the closing price of our common stock
on the grant date (February 14, 2013) of $45.31. The grant date fair value of the performance shares awards has been
calculated based on the probable outcomes of the TSR condition as of the grant date, consistent with FASB topic 718,
yielding a value of $62.78 per performance share. Mr. Richards grant date fair value was determined using the closing
price of our common stock on the grant of August 29, 2013 of $ 40.01.

(5) Mr. Richards joined the company on August 29, 2013. Under the terms of our annual incentive plan he is entitled
to
      receive a proportionate amount under the plan based upon the number of months of service in 2013.
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Current Equity Holdings
2013 Outstanding Equity Awards at Fiscal Year-End
The table below sets forth information regarding the outstanding unvested or unearned stock awards held by the
named executive officers as of December 31, 2013. The market value of unvested stock awards is based on the closing
stock price of company common stock of $41.74 on December 31, 2013, the last trading day of the year.

Stock Awards

Name

Number of
Shares or Units
of Stock That
Have Not
Vested(#)(1)

Market Value of
Shares or Units
of Stock That
Have Not
Vested($)(2)

Equity Incentive
Plan Awards:
Number of
Unearned Shares,
Units or Other
Rights That Have
Not Vested (#)(3)

Equity Incentive
Plan Awards:
Market or Payout
Value of
Unearned Shares,
Units or Other
Rights That Have
Not Vested($)(4)

Michael J. Covey
  Performance Share Grant (2012-2014) 68,130 2,843,746
  Performance Share Grant (2013-2015) 76,800 3,205,632
Eric J. Cremers
  Performance Share Grant (2012-2014) 17,642 736,377
  Performance Share Grant (2013-2015) 28,452 1,187,586
  RSU Grant (2012-2014) (5) 2,940 122,716
Jerald W. Richards
  RSU Grant (2013) (7) 4,065 169,673
William R. DeReu
  Performance Share Grant (2012-2014) 8,020 334,755
  Performance Share Grant (2013-2015) 5,364 223,893
  RSU Grant (2012-2014) (5) 1,337 55,806
  RSU Grant (2013-2015) (6) 894 37,316
Lorrie D. Scott
  Performance Share Grant (2012-2014) 10,136 423,077
  Performance Share Grant (2013-2015) 8,040 335,590
  RSU Grant (2012-2014) (5) 1,689 70,499
  RSU Grant (2013-2015) (6) 1,340 55,932
Thomas J. Temple
  Performance Share Grant (2012-2014) 10,136 423,077
  Performance Share Grant (2013-2015) 8,040 335,590
  RSU Grant (2012-2014) (5) 1,689 70,499
  RSU Grant (2013-2015) (6) 1,340 55,932
(1) Number of restricted stock units granted, plus dividend equivalents through December 31, 2013. Dividend
equivalents were calculated using the closing price of our common stock on the dividend payment dates.
(2) Value of restricted stock units calculated using the $41.74 per share closing price of our common stock on
December 31, 2013.
(3) This column shows performance shares granted, plus dividend equivalents accrued through December 31, 2013.
Dividend equivalents were calculated using the closing price of our common stock on the dividend payment date. The
award grants for the 2012-2014 and 2013-2015 performance periods are shown at 200% of the target grant based on
actual company performance at or above target from the start of the performance periods that end on December 31,
2014 and December 31, 2015 respectively, the actual number of shares that could be issued upon settlement of these
awards may be less than the amounts shown in the table.
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(4) Value of performance shares calculated using the $41.74 per share closing price of our common stock on
December 31, 2013.
(5) 100% of the shares listed will vest on December 31, 2014.
(6) 100% of the shares listed will vest on December 31, 2015.
(7) 100% of the shares listed will vest on August 29, 2016.

2013 Stock Vested Table
For the year 2013, the table below provides, for each of our named executive officers, the number of stock awards
vested and the value realized due to the vesting.

Stock Awards

Name Number of Shares Acquired on
Vesting(#)(1) Value Realized on Vesting($)(2)

Michael J. Covey 25,898 1,029,714
Eric J. Cremers 8,541 339,610
Jerald W. Richards — —
DeReu, William R 3,717 147,794
Lorrie D. Scott 6,267 249,549
Thomas J. Temple 5,580 221,878

(1) Except for Mr. Richards, this column shows the gross number of performance shares earned for the performance
period 2011-2013, plus dividends accrued during the performance period. During the performance period, the
company's annualized TSR for the 2011-2013 performance period was 11.4%, which ranked the company 0.03%
below the median performance of the company's forest products industry peers during the performance period, and the
company’s aggregate TSR for the 2011-2013 performance period was 38.3%, which ranked the company at 39.3%
compared to the S&P Midcap 400 Index Companies, resulting in a multiplier of 75.7% being applied to the target
grant of performance shares. The Compensation Committee approved settlement of these performance shares in
February 2014 and actual settlement occurred in the same month, which included withholding for tax purposes and the
resulting receipt of fewer shares by each named executive officer than shown in the table. Additionally, this column
includes restricted stock units that vested in 2013 plus dividends accrued during the vesting period. Except for an
award of 831 restricted stock units to Ms. Scott that was settled in July 2013, these vested restricted stock units plus
dividend equivalents were settled in February 2014. Mr. Richards joined the company in August 2013 and therefore
did not receive a performance share grant in 2013.
(2) The value of the performance shares was calculated using the $39.76 per share closing price of company common
stock on February 13, 2014 (the date the Compensation Committee approved payment of the awards). The dividend
equivalents were calculated using the closing stock price on the dividend payment dates. Restricted stock units are
calculated using the market value of the underlying shares on the vesting date, including the market value of any
dividend equivalents that have accrued on the underlying shares as of the vesting date. Dividend equivalents for
restricted stock units are calculated using the closing price of our common stock on the dividend payment dates.
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Post-Employment Compensation
2013 Pension Benefits Table 
The table below shows the actuarial present value of each named executive officer's accumulated benefit payable on
retirement under our tax-qualified Salaried Retirement Plan, or Retirement Plan, and under the Retirement Plan
Supplemental Benefit portion of our non-qualified Salaried Supplemental Benefit Plan II, or Supplemental Plan.
Effective January 1, 2011, the company closed the Retirement Plan and the Supplemental Plan to employees hired on
or after that date.

Name Plan Name
Number of
years credited
service(#)

Present value of
accumulated
benefit($)(2)

Payments during last
fiscal year($)

Michael J. Covey Supplemental Plan II 7.90 3,299,313 —
Salaried Plan 7.90 251,449 —

Eric J. Cremers Supplemental Plan II 6.46 380,762 —
Salaried Plan 6.46 153,886 —

Jerald W. Richards (1) Supplemental Plan II — — —
Salaried Plan — — —

William R. DeReu Supplemental Plan II 7.63 65,275 —
Salaried Plan 7.63 157,855 —

Lorrie D. Scott Supplemental Plan II 3.49 127,355 —
Salaried Plan 3.49 107,712 —

Thomas J. Temple Supplemental Plan II 5.16 121,040 —
Salaried Plan 5.16 173,350 —

(1) Mr. Richards joined the company on August 29, 2013 and therefore does not participate in the Salaried Retirement
Plan.

(2) The present value of accumulated benefits was computed by Milliman, Inc., the company's pension actuary,
utilizing the following assumptions:

Discount rate of 5.1%;
Zero percent future salary growth;
Normal retirement age of 62 or current age, if greater (age 55 is assumed for Mr. Covey under the Supplemental Plan);
Service as of the fiscal year-end;
RP2000 Mortality with projection to 2021 for 2013; and
IRS limitations and Social Security covered compensation as of the measurement date.
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Summary of Plan Benefits   Salaried and other eligible employees (including the named executive officers) generally
are eligible to receive retirement benefits under the Retirement Plan. For purposes of calculating the Retirement Plan
benefit, earnings generally include base salary and annual cash bonus awards or annual cash incentive awards,
whichever is higher. Benefits paid under the Retirement Plan are calculated as follows:
Benefit Benefit Available If: Benefit Amount  

Normal Retirement
Employment with company
terminates after eligible employee
attains age 65

Normal monthly benefit calculation Final
average monthly earnings (highest consecutive
60 months of final 120 months earnings
divided by 60) Multiplied by 1%. Multiplied
by years of credited service Plus Portion of
final average monthly earnings that exceeds
the Social Security Benefit Based Multiplied
by 1/2% Multiplied by years of credited
service up to 35

Early Retirement

Employment with company
terminates after eligible employee
turns 55 and has ten or more years
of vesting service

Calculate the monthly normal retirement
benefit (as described above), then reduce that
amount by 1/12 of 5% (5% per year) for each
month the retirement age is less than age 62

Required survivor benefits are paid under the Retirement Plan. Benefits generally are paid in the form of a life
annuity. Alternate annuity forms of payment are available subject to the actuarial equivalence factors used for all
salaried employees in the Retirement Plan.
The benefits payable under the Retirement Plan and our Salaried 401(k) Plan, or the 401(k) Plan, are supplemented by
benefits paid under the Supplemental Plan for certain salaried and other eligible employees (including the named
executive officers). Benefits paid under the Supplemental Plan are calculated in accordance with the normal retirement
benefit formula or early retirement formula described in the table above with respect to the Retirement Plan, taking
into account the benefit that would have been paid under the Retirement Plan if:

• the limitations imposed by the Internal Revenue Code on maximum eligible annual earnings ($255,000 in 2013)
and maximum annual retirement benefits ($205,000 in 2013) did not apply; and

•any deferred bonus awards were paid to the eligible employee in the year deferred.
From this sum, the benefit paid under the Retirement Plan is subtracted to determine the benefit paid under the
Supplemental Plan.
For example, in 2013, the maximum compensation allowed under the Retirement Plan was $255,000. For an executive
earning $300,000 in 2013, the Retirement Plan uses compensation of $255,000 in the benefit formula, while the
Supplemental Plan uses the full $300,000, producing a higher total benefit value.
Eligible employees become vested in this Supplemental Plan on the completion of five years of vesting service.
Benefits paid under the Supplemental Plan are paid beginning no later than 90 days after the date the eligible
employee turns 55 or terminates employment, whichever is later and, at the eligible employee's election, in one of the
annuity forms available under the Retirement Plan except benefits with total actuarial present value of $50,000 or less
are paid in a lump sum.
Mr. Covey, under a letter agreement with the company, is entitled under the Supplemental Plan to a minimum benefit
of $26,800 per month payable upon his retirement on or after age 55. This benefit will be offset by the accumulated
value of defined benefit retirement plan benefits paid by Mr. Covey's prior employer, and by pension benefits
otherwise payable from our benefit plans. Because of this special benefit, Mr. Covey's retirement age for purposes of
the calculations in the Pension Table for the Supplemental Plan was assumed to be age 55. If Mr. Covey continues to
work beyond age 55, the value of this minimum benefit under Mr. Covey's letter agreement declines year by year as
the value of his normal company benefits increase. The purpose of the special minimum benefit provision is to
provide Mr. Covey a retirement benefit at age 55 not less than his projected benefit at age 55 from his prior employer.
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benefits that would normally require her to have a minimum number of years under the Supplemental Plan,
Retirement Plan and 401(k) Plan. Pursuant to this provision, Ms. Scott began accruing nonforfeitable benefits as if she
were fully vested under company plans immediately upon joining us and was placed in a similar vesting position to
what she would have been in had she remained with her previous employer. No other benefit enhancement is provided
to Ms. Scott under the Supplemental Plan, the Retirement Plan and 401(k) Plan.
2013 Nonqualified Deferred Compensation Table 
The table below shows the fiscal year contributions made by and on behalf of each of the named executive officers
under the 401(k) Plan Supplemental Benefit portion of the Supplemental Plan, as well as amounts deferred during the
fiscal year under our Management Deferred Compensation Plan. The amounts shown for aggregate earnings,
aggregate withdrawals/distributions and aggregate balance include all such amounts for these plans as well as the
Supplemental Plan and certain other predecessor deferred compensation plans in which the named executive officer
participates.

Name
Executive
Contributions
in Last FY($)

Registrant
Contributions
in Last
FY($)(1)

Aggregate
Earnings in
Last FY($)(2)

Aggregate
Withdrawals/Distributions($)

Aggregate
Balance at Last
FYE
(12/31/13)($)(3)

Michael J. Covey 62,617 312,230 — 4,441,021
Eric J. Cremers 28,794 37,297 — 196,200
Jerald W. Richards — — — —
William R. DeReu 35,845 3,575 25,281 — 132,181
Lorrie D. Scott 10,667 330 — 25,951
Thomas J. Temple 12,925 8,883 — 45,217

(1)Amounts shown in the Registrant Contributions column above are also included in the “All Other Compensation”column in the 2013 Summary Compensation Table.

(2)None of the Aggregate Earnings reported in this table are included in the 2013 Summary Compensation Table forthe 2013 fiscal year, because they do not represent above-market or preferential earnings.

(3)
The following amounts of registrant contributions in 2012 and 2011 included in the Aggregate Balance column
above have been reported as compensation to the named executive officers in the Summary Compensation Tables
for 2012 and 2011:

Name 2012 2011
Michael J. Covey 49,561 67,942
Eric J. Cremers 26,987 26,786
Jerald W. Richards — —
William R. DeReu 4,134 5,601
Lorrie D. Scott 10,177 4,568
Thomas J. Temple 7,458 9,525
In addition to the retirement benefits described above, the Supplemental Plan also provides supplemental benefits
under the 401(k) Plan for eligible employees hired prior to January 1, 2011 to the extent that an eligible employee has
made the maximum contributions permitted under the 401(k) Plan and the eligible employee's allocations of “company
contributions” are reduced under the 401(k) Plan due to Internal Revenue Code limits or because the eligible employee
has deferred an award under our annual incentive plan. For years after 2004, eligible employees are credited with
contributions under the Supplemental Plan equal to the difference between the amount of company contributions and
allocable forfeitures actually allocated to the eligible employee under the 401(k) Plan for the year and the amount of
company contributions and allocable forfeitures that would have been allocated to the eligible employee under the
401(k) Plan if the eligible employee had made “participating contributions” equal to 6% percent of his or her earnings
determined without regard to the Internal Revenue Code limit on maximum eligible compensation ($255,000 in 2013)
and without regard to deferral of any award otherwise payable under our annual incentive plan. Amounts credited to
the Supplemental Plan on behalf of eligible employees are deemed to be invested in certain investments allowed under
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Eligible employees become vested in this supplemental benefit upon the earliest of completion of two years of service,
attainment of age 65 while an employee, or total and permanent disability. The supplemental benefits are paid in 10 or
fewer
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annual installments or in a lump sum, at the eligible employee's election, following separation from service. Benefit
payments made under the Supplemental Plan to “key employees,” as defined under the Internal Revenue Code, will be
delayed for a minimum of six months following their separation date. Account balances that are equal to less than the
annual 401(k) contribution limit ($17,500 in 2013) on the date the eligible employee separates from service are paid in
a lump sum without regard to the employee's election.
Certain eligible employees, including the named executive officers, who earn awards under our annual incentive plan
are permitted to defer receipt of those awards. These employees may defer receipt of a minimum of 50% and a
maximum of 100% of the award pursuant to rules established under our Management Deferred Compensation Plan.
Eligible employees, including the named executive officers, may also defer up to 50% of their base salary under the
Management Deferred Compensation Plan. At the employee's election, deferrals may be deemed invested in a stock
unit account, a directed investment account with certain deemed investments available under the 401(k) Plan, or a
combination of these investment vehicles. If stock units are elected, dividend equivalents are credited to the units.
At the time of his hiring, Mr. Covey received a grant of restricted stock units to replace the value of certain earned
incentives that would have been available to him from his former employer. Pursuant to the terms of this grant, which
vested in 2009, Mr. Covey elected to defer receipt of 44,818 shares. He was allocated 44,818 stock units in a deferral
account maintained by us. The stock units are credited with dividend equivalents and will be settled in shares of
company common stock upon his termination of employment.
Potential Payments Upon Termination or Termination Following a Change in Control
Severance Program for Executive Employees    The Severance Program for Executive Employees, or Severance
Program, provides severance benefits to our named executive officers and certain other officers and certain executive
employees. Benefits are payable under the Severance Program both in connection with a termination of the executive
officer's employment with us and in connection with a separation of employment following a change in control.
Termination Other Than in Connection with Change in Control, Retirement, Death or Disability    The following table
sets forth the severance benefits payable to each of our named executive officers under the Severance Program if the
named executive officer's employment is terminated in the circumstances described below. No benefits are payable if
the termination of service is voluntary or for cause, and a separate set of provisions apply when termination is a result
of retirement, death or disability. The following table assumes the termination of employment occurred on
December 31, 2013.

Name
Cash
Severance
Benefit($)(1)

Pro-Rata
Annual
Bonus($)(2)

Value of Equity
Acceleration($)(3)

Benefit
Continuation($)(4) Total($)

Michael J. Covey 752,000 — — 14,302 766,302
Eric J. Cremers 500,000 — — 14,302 514,302
Jerald W. Richards 325,000 — — 14,302 339,302
William R. DeReu 216,340 — — 14,302 230,642
Lorrie D. Scott 275,100 — — 9,750 284,850
Thomas J. Temple 285,380 — — 14,302 299,682

(1) The executive officers receive severance benefits pursuant to the Severance Program
(2) Under the Annual Incentive Plan, if the executive is not employed by the company on the date of the award payout
(February 2014), for reasons other than death, disability or retirement the annual incentive plan award payout is
forfeited.
(3) Unvested performance shares and restricted stock units will be forfeited outside of a change in control, death,
disability or retirement termination.
(4) The executive officers receive a lump sum cash benefit in consideration of future health needs pursuant to the
Severance Program.

Under the Severance Program, basic severance benefits generally are payable to each eligible employee when his or
her employment terminates in the following circumstances:
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•

the subsidiary employing the employee ceases to be a participating company in the Severance Program due to a sale
to a third party or a spin-off of the subsidiary, in a transaction that is also a change in ownership or effective control of
Potlatch Corporation or a change in ownership of a substantial portion of Potlatch Corporation's assets (but no
benefits are payable if the employee continues employment with or is offered the same or better employment terms by
the purchaser or spun-off company, and the purchaser or spun-off company maintains a severance plan that is
equivalent in all material respects to the Severance Program); or
•separation from service by the employee within 24 months
▪of a material reduction in his or her authority or responsibility,
▪of a material reduction in his or her base salary,

▪ of being required to relocate his or her principal place of business to a place that is 50 miles or more from the
prior principal place of business, or

▪ of a material reduction in his or her benefits under cash or equity-based incentive plans, as compared to all
other similarly situated employees unless the reduction applies to all similarly situated employees.

Upon the occurrence of any of the events described above, (which expressly excludes a termination by the employee
outside of the reasons noted above) the following basic severance benefits are payable to the named executive
officers:

•Cash Severance Payment    A cash payment equal to three weeks of the executive officer's base compensation for eachfull year of service. The minimum cash benefit is twelve months of base compensation.
•Unused and Accrued Vacation    Payment of the executive officer's unused and accrued vacation.

•Benefits Payment    A cash benefit in consideration of future health care needs (i.e., medical and dental) in an amountequal to the total monthly premium for such coverage times 12.
•Outplacement Services  Reimbursement for up to 12 months of expenses incurred for outplacement services.
Termination of an employee's employment (for reasons other than in connection with a change in control or upon
death, disability or retirement) will result in the automatic termination of any unvested performance shares and
restricted stock units.
No basic severance benefits are payable under the Severance Program in connection with an eligible employee's
termination generally if (1) the employee separates from service on or after his or her normal retirement date,
(2) during the two-year period immediately before retirement, the employee is an eligible employee under the
Severance Program, and (3) the employee is entitled to benefits under the Retirement Plan, the 401(k) Plan (excluding
benefits representing employee contributions) and the Supplemental Plan which, when converted into a straight life
annuity, equal to at least $44,000 in the aggregate. The Severance Program document also states that no severance
benefits will be payable if the eligible employee is receiving long-term or permanent disability benefits under the
company's disability income plan.
Termination Following a Change in Control  The following table sets forth the severance benefits payable to each of
our named executive officers under the Severance Program upon a termination of employment in connection with a
change in control. The following table assumes the termination of employment and a change in control each occurred
on December 31, 2013.

Name
Cash
Severance
Benefit($)(1)

Pro-Rata
Annual
Bonus($)(2)

Value of Equity
Acceleration($)(3)

Benefit
Continuation($)(4)

Enhancement
of Retirement
Benefits($)(5)

Total($)

Michael J. Covey 4,512,000 752,000 3,024,710 14,302 — 8,303,012
Eric J. Cremers 2,125,000 350,000 1,084,719 14,302 — 3,574,021
Jerald W. Richards 1,218,750 162,500 169,675 14,302 6,263 1,571,490
William R. DeReu 757,190 86,536 372,455 14,302 — 1,230,483
Lorrie D. Scott 997,238 123,795 505,806 9,750 — 1,636,589
Thomas J. Temple 1,034,503 128,421 505,806 14,302 — 1,683,032

(1) Mr. Covey receives a severance benefit equal to 3 times the sum of his base salary and target annual cash incentive
award. The other executive officers receive severance benefits equal to 2.5 times the sum of their respective base
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(2) All executive officers would be entitled to a payment of the pro-rata portion of their annual cash incentive awards,
based on the company's actual performance. As the termination event would occur on December 31, 2013, we have
shown the full year actual annual cash incentive award.
(3) The Equity Acceleration column is comprised of the realizable value (i) upon acceleration of unearned
performance share awards which for the 2012-2014 performance share awards and the 2013-2015 performance share
awards, only require a "single trigger", or change in control, to occur for settlement to be due of the target
performance share award, and (ii) upon acceleration of vesting of restricted stock unit awards, which require a "double
trigger", or a change in control coupled with an involuntary loss of employment or voluntary termination of
employment for Good Reason (as defined in the Plan document) within one month prior to or two years after the
change in control for settlement to be due. All equity awards have been calculated using the company's closing stock
price on December 31, 2013 of $41.74.
(4) The executive officers receive a lump sum cash benefit in consideration of future health needs pursuant to the
severance program.
(5) In the case of Mr. Richards, this amount reflects the immediate vesting of the unvested portion of his Defined
Contribution Plan Account.
Under the Severance Program, benefits are payable to each of our named executive officers upon termination
following a change in control. In general, a change in control under the Severance Program has the same definition as
the 2014 Long-Term Incentive Plan. See Proposal 3, "Description of the 2014 Plan" at page XX.
Upon a change in control, the performance period for outstanding unvested performance share awards for the
2012-2014 and 2013-2015 performance periods will be deemed concluded on the effective date of the change of
control. As of that date, target awards will be deemed payable and dividend equivalents will be calculated on the
target award.
In addition, other change in control benefits are payable to our named executive officers if, within two years following
a change in control, one of the following events occurs:
•involuntary termination of the employee's employment for any reason other than death, disability or misconduct;

•

the company employing the employee ceases to be a participating company in the Severance Program due to a sale to
a third party or a spin-off of the company, in a transaction that is also a change in ownership or effective control of
Potlatch Corporation or a change in ownership of a substantial portion of Potlatch Corporation's assets (but no
benefits are payable if the employee continues employment with or is offered the same or better employment terms by
the purchaser or spun-off company, and the purchaser or spun-off company maintains a severance plan that is
equivalent in all material respects to the Severance Program);
•separation from service by the employee within 24 months
▪of a material reduction in his or her authority or responsibility,
▪of a material reduction in his or her base salary,

▪ of being required to relocate his or her principal place of business to a place that is 50 miles or more from the
prior principal place of business, or

▪ of a material reduction in his or her benefits under cash or equity-based incentive plans, as compared to all
other similarly situated employees unless the reduction applies to all similarly situated employees.

Upon the occurrence of any of the events described above within two years following a change of control, the
following change of control severance benefits are payable to our named executive officers:

•

Cash Severance Payment   A cash benefit equal to the employee's base compensation plus his or her base
compensation multiplied by his or her standard bonus percentage, determined as of the date of the change in control or
the effective date the employee separates from service, whichever produces the larger amount, multiplied by 3 with
respect to our Chief Executive Officer, and 2.5 with respect to all other eligible executive officers;

•
Prorated Annual Incentive Award   A cash bonus under our annual incentive plan for the fiscal year of termination,
determined based on the executive officer's target or standard bonus and prorated for the number of months during the
fiscal year in which the employee was employed;

•Benefits Payment  A cash benefit in consideration of future health care needs (i.e., medical and dental) in an amountequal to the total monthly premium for such coverage times 12;
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•Outplacement Services  Reimbursement of up to 12 months of expenses incurred for outplacement services;

•

Enhancement of Retirement Benefits  A lump sum cash benefit equal to the value of the unvested portion, if any, of
the employee's 401(k) account and the unvested portion of the employee's “401(k) plan supplemental benefit” account
under the Supplemental Plan. A lump sum cash benefit equal to the present value of the employee's “normal retirement
benefit” and “retirement plan supplemental benefit” determined under the Retirement Plan and the Supplemental Plan,
respectively, if the employee is not entitled to a vested benefit under the Retirement Plan at the time he or she
separates from service; and

•Vesting of Restricted Stock Units  All unvested restricted stock units awarded at least six months prior to the changein control shall become immediately vested upon the employee's termination.
Benefits Protection Trust Agreement   We have entered into a Benefits Protection Trust Agreement, or Trust, which
provides that in the event of a change in control the Trust will become irrevocable and within 30 days of the change in
control we will deposit with the trustee enough assets to ensure that the total assets held by the Trust are sufficient to
cover any anticipated trust expenses and to guarantee payment of the benefits payable to our employees under the
Supplemental Plan; the Management Performance Award Plan and Management Performance Award Plan II
(predecessor plans to our current annual incentive plan); the Annual Incentive Plan (our current annual incentive
plan); the Severance Program; the Management Deferred Compensation Plan; the Deferred Compensation Plan for
Directors; the Deferred Compensation Plan for Directors II; the Directors' Retirement Plan; the Severance Program;
Mr. Covey's letter agreement relating to retirement benefits; and certain agreements between us and certain of our
former employees. At least annually after the initial funding of the Trust, an actuary will be retained to re-determine
the benefit commitments and expected fees. If the Trust assets do not equal or exceed 110% of the re-determined
amount, then we are, or our successor is, obligated to deposit additional assets into the Trust.
Potential Payments Upon Termination in Connection with Retirement, Death or Disability
The following table summarizes the value as of December 31, 2013, of annual incentive plan awards, the number and
value of performance shares that our named executive officers would be entitled to receive at the end of the applicable
performance periods, and the number and value of restricted stock units for which vesting would have been
accelerated, assuming the respective officer's employment terminated on December 31, 2013, in connection with
death, disability or retirement.

Name
Pro-Rata
Annual
Bonus($)(1)

Pro-Rated
Number of
Shares Issued at
End of
Performance
Period(#)(2)

Value of
Performance
Shares as of
December 31,
2013($)

Accelerate
Number of
RSUs(#)(3)

Value of
RSUs as of
December
31,
2013($)(4)

Total ($)

Michael J. Covey 752,000 35,510 1,482,195 — — 2,269,705
Eric J. Cremers 350,000 10,623 443,393 1,960 81,820 887,796
Jerald W. Richards 162,500 — — 28 1,178 163,706
William R. DeReu 86,536 3,567 148,893 1,189 49,641 289,826
Lorrie D. Scott 123,795 4,719 196,965 1,573 65,655 392,707
Thomas J. Temple 128,421 4,719 196,965 1,573 65,655 397,333
(1) All executive officers are entitled to a payment of the pro-rata portion of their annual cash incentive award, based
on the company's actual performance. As the termination event would occur on December 31, 2013, we have shown
the full year actual annual cash incentive award.
(2) Performance share awards for the 2012-2014 and 2013-2015 performance periods are paid out on a pro-rata basis,
based on "actual" performance. Actual performance may range from 0% to 200%. We have illustrated these awards,
on a pro rata basis, assuming target performance, as these awards are mid-cycle. The number of shares represented in
this column includes dividend equivalents through December 31, 2013. Mr. Richards joined the company in August
2013 and therefore did not receive performance share grants for the 2012-2014 and 2013-2015 performance periods.
(3) The number of restricted stock units, or RSUs, shown in this column reflects the accelerated vesting of RSUs
pursuant to the terms of the RSU award grant agreements. The number of shares represented in this column includes
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dividend equivalents through December 31, 2013. RSUs that vested during 2013 pursuant to the regular vesting
schedule for such RSU awards are reflected in the 2013 Stock Vested Table above.
(4) The amounts shown in this column were calculated using the company's closing stock price on December 31, 2013
of $41.74.
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Annual Incentive Plan Under our annual incentive plan, upon the death or disability of an employee, the employee or
his or her beneficiary or estate, is entitled to a pro rata portion of the employee's target annual cash incentive award.
Long-Term Equity Incentive Plan If an employee's employment terminates during the performance period because of
retirement, disability or death, the employee, or his or her beneficiary, is entitled to a prorated number of the
performance shares subject to the award. The prorated number of performance shares earned is determined at the end
of the performance period based on the ratio of the number of completed calendar months the employee is employed
during the performance period to the total number of months in the performance period. The prorated number of
performance shares, plus dividend equivalents equal to the cash distributions that would have been paid on the shares
earned had the employee owned the shares during the three-year period, are paid at the end of the applicable
performance period. With respect to restricted stock units, if the employee's employment terminates because of
retirement, disability or death, and the vesting of the employee's restricted stock units is to occur in its entirety as of a
single date, the employee, or his or her beneficiary, will be entitled to a pro rata portion of the restricted stock units. If
the vesting is to occur ratably, such as 20%, 20% and 60% over a three-year period, the employee, or his or her
beneficiary, will receive the already vested restricted stock units as well as the next tranche of restricted stock units
scheduled to vest.
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PROPOSAL 3 - APPROVAL OF THE POTLATCH CORPORATION
2014 LONG-TERM INCENTIVE PLAN
We recommend a vote FOR this proposal.

We are asking our stockholders to approve the Potlatch Corporation 2014 Long-Term Incentive Plan, which we refer
to as the 2014 Plan. Our Board of Directors adopted the 2014 Plan as recommended by our Executive Compensation
and Personnel Policies Committee, subject to stockholder approval.

If our stockholders approve the 2014 Plan, it will replace the Potlatch Corporation 2005 Stock Incentive Plan, which
we refer to as the Prior Plan, and no new awards will be granted under the Prior Plan. If our stockholders do not
approve the 2014 Plan, the Prior Plan will remain available for new grants to the extent shares are available. The
2014 Plan authorizes the issuance of 1 million new shares of our common stock. In addition, as of March 14, 2014,
177,126 shares were reserved and available for issuance under the Prior Plan that will become available for grant
under the 2014 Plan. Also as of March 14, 2014, up to 616,311 shares are subject to outstanding awards granted under
the Prior Plan, which will become available for grant under the 2014 Plan to the extent subject to awards that expire or
are canceled or forfeited without shares actually being issued and delivered. As of March 14, 2014, we had a total of
40,589,389 shares of our common stock outstanding.

Based on an estimated usage rate, we anticipate depleting the shares currently available for issuance under the Prior
Plan in 2014, leaving an insufficient number of shares available for our anticipated grants in 2015. In order to continue
to have an appropriate supply of shares for long-term equity incentives to successfully recruit, hire and retain the
talent we require to successfully execute our business plans, our Board of Directors believes that we will need the
additional 1 million new shares to be available under the 2014 Plan. Although the additional 1 million new shares to
be available under the 2014 Plan will increase the potential dilution to our stockholders from our long-term equity
incentive compensation programs, our Board of Directors believes our equity compensation plans are well-managed
and below norms for our industry. We expect that with the additional 1 million new shares to be available under the
2014 Plan for which we are seeking stockholder approval, we will have sufficient shares for our equity compensation
program until the 2019 annual meeting of stockholders, and we plan to seek stockholder approval for additional shares
at that time.
Under applicable rules of the NASDAQ Stock Market, we are required to obtain stockholder approval of the
2014 Plan. In addition, stockholder approval of the 2014 Plan is necessary to provide the Compensation Committee
with the flexibility to grant awards that qualify as performance-based compensation under Section 162(m) of the
Internal Revenue Code. Stockholder approval of the 2014 Plan pursuant to this proposal will constitute approval of the
2014 Plan for purposes of Section 162(m). In general, this approval is required at least once every five years to
comply with certain requirements under Section 162(m). See “U.S. Federal Income Tax Information” below for more
information about these issues.
A copy of the 2014 Plan is attached to this proxy statement as Appendix A and is incorporated by reference. The
following description of the 2014 Plan is a summary and does not purport to be a complete description. See Appendix
A for more detailed information.
Description of the 2014 Plan
Purpose
The purpose of the 2014 Plan is to attract, retain and motivate our employees, officers and directors by providing them
with the opportunity to acquire a proprietary interest in our company and to align their interests and efforts to the
long-term interests of our stockholders.
Administration
The Executive Compensation and Personnel Policies Committee of our Board of Directors administers the 2014 Plan
with respect to most participants, and the Nominating and Corporate Governance Committee of the Board of Directors
administers the 2014 Plan with respect to our nonemployee directors. The Board or Compensation Committee may
delegate administration of the 2014 Plan in accordance with its terms. Our Board of Directors may delegate to the
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company's Chief Executive Officer the authority to grant awards under the 2014 Plan to employees who are not
executive officers or "covered employees" under Code Section 162(m).
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Eligibility
Awards may be granted under the 2014 Plan to employees, officers and directors of the company or a related
company. As of March 14, 2014, approximately 14 employees, 7 executive officers, and no non-employee directors
were eligible to receive awards under the 2014 Plan.
Number of Shares
The number of shares of common stock authorized for issuance under the 2014 Plan is 1 million shares. In addition,
any shares that are available for grant under the Prior Plan on the effective date of the 2014 Plan, and any shares
subject to outstanding awards under the Prior Plan on that date that later cease to be subject to these awards (other
than from exercise or settlement of the awards in shares), will automatically become available for issuance under the
2014 Plan, up to an aggregate maximum of up to 793,437 shares. Including the number of shares that may become
available for issuance under the 2014 Plan from the Prior Plan, the total number of shares that may be issued under the
2014 Plan will be up to 1,793,437 shares.
The following shares will be available again for issuance under the 2014 Plan:
•shares subject to awards that lapse, expire, terminate or are canceled prior to issuance of the underlying shares; and
•shares subject to awards that are subsequently forfeited to us.

Awards granted in assumption of or substitution for previously granted awards in acquisition transactions will not
reduce the number of shares authorized for issuance under the 2014 Plan.
Shares withheld by or tendered to us as payment for the purchase price of an award or to satisfy tax withholding
obligations related to an award, or shares related to an award that is settled in cash or in another manner where some
or all of the shares covered by the award are not issued, will not be available again for issuance under the 2014 Plan.
If any change in our stock occurs by reason of any stock dividend, stock split, spin-off, recapitalization, merger,
consolidation, combination or exchange of shares, distribution to stockholders other than a normal cash dividend, the
declaration of a dividend payable in cash that has a material effect on the price of issued shares, or other change in our
corporate or capital structure, the committee will make proportional adjustments to (a) the maximum number and kind
of securities available for issuance under the 2014 Plan, (b) the maximum numbers and kind of securities issuable to
certain individuals subject to Section 162(m) of the Internal Revenue Code of 1986, as amended (the "Code"), (c) the
maximum number and kind of securities subject to applicable minimum vesting requirements described below, and
(d) the number and kind of securities that are subject to any outstanding Award and, if applicable, the per share price
of such securities.
Types of Awards
The 2014 Plan permits the grant of any or all of the following types of awards.
Stock Awards, Restricted Stock and Stock Units. The committee may grant awards of shares of common stock, or
awards designated in units of common stock, under the 2014 Plan. These awards may be made subject to repurchase
or forfeiture restrictions at the committee's discretion. The restrictions may be based on continuous service or the
achievement of specified performance criteria, as determined by the committee.
Performance Awards. The committee may grant performance awards in the form of performance shares or
performance units. Performance shares are units valued by reference to a designated number of shares of common
stock, and performance units are units valued by reference to a designated amount of cash. Either may be payable in
stock or cash, or a combination of stock and cash, upon the attainment of performance criteria and other terms and
conditions as established by the committee.
Other Stock or Cash-Based Awards. The committee may grant other incentives payable in cash or in shares of
common stock, subject to the terms of the 2014 Plan and any other terms and conditions determined by the committee.
Minimum Vesting Requirements. The committee may not grant awards with respect to more than 10% of the shares
authorized under the plan (subject to adjustment) that vest based solely on continuous services over fewer than three
years or based on other factors over less than one year.
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Performance-Based Compensation under Code Section 162(m)
Performance Goals and Criteria. If the committee intends to qualify an award under the 2014 Plan as "qualified
performance-based compensation" under Section 162(m) of the Code, the performance goals selected by the
committee may be based on the achievement of one or more objective performance goals established by the
committee, which shall be based on the attainment of specified levels of one of or any combination of the following
“performance criteria” for the company as a whole or any business unit of the company, as reported or calculated by the
company: total stockholder return, stock price increase, return on equity, return on capital, earnings per share, EBIT
(earnings before interest and taxes), EBITDA (earnings before interest, taxes, depreciation and amortization or
earnings before interest, taxes, depreciation and amortization and cost basis in real property sold), EBITDDA
(earnings before interest, taxes, depletion, depreciation and amortization or earnings before interest, taxes, depletion,
depreciation and amortization and cost basis in real property sold), ongoing earnings, cash flow (including operating
cash flow, free cash flow, discounted cash flow return on investment, and cash flow in excess of costs of capital),
EVA (economic value added), economic profit (net operating profit after tax, less a cost of capital charge), FFO
(funds from operations equal to net income plus non-cash charges for depletion, depreciation and amortization and the
cost basis in real property sold), SVA (stockholder value added), revenues, net income, operating income, pre-tax
profit margin, performance against business plan, market share, operating margins, credit rating, dividend payments,
expenses, retained earnings, working capital, financial ratios, yield on investment, completion of acquisitions,
divestitures and corporate restructurings.
The performance goals also may be based on the achievement of specified levels of performance for our company as a
whole or any business unit or applicable affiliate under one or more of the performance goals described above relative
to the performance of other corporations.
The committee may provide in any award that any evaluation of performance may include or exclude any of the
following events that occur during a performance period: asset write-downs; litigation or claim judgments or
settlements; the effect of changes in tax laws, accounting principles, or other laws or provisions affecting reported
results; any reorganization and restructuring programs; extraordinary nonrecurring items as described in FASB
Accounting Standards Codification 225-20 (or any successor provision) and/or in Management's Discussion and
Analysis of Financial Condition and Results of Operations appearing in our annual report to stockholders for the
applicable year; acquisitions or divestitures; foreign exchange gains and losses; gains and losses on asset sales; and
impairments.
Adjustments and Certification. The committee may adjust the amount payable pursuant to an award under the
2014 Plan that is intended to qualify as "performance-based compensation" under Section 162(m) downward but not
upward. The committee may not waive the achievement of performance goals related to an award except in the case of
a participant's death or disability. Section 162(m) requires that the committee certify that performance goals were
achieved before the payment of the "performance-based compensation."
Limitations. Subject to certain adjustments, participants who are granted awards intended to qualify as
"performance-based compensation" under Section 162(m) may not be granted awards, other than performance units,
for more than 300,000 shares of common stock in the aggregate in any calendar year, except that an additional
one-time award for up to 300,000 shares may be granted to newly hired or promoted individuals in any calendar year.
The maximum dollar value payable to any participant with respect to performance units or other awards payable in
cash that are intended to qualify as "performance-based compensation" cannot exceed $10,000,000 in any calendar
year period.
Change in control
Under the 2014 Plan, unless otherwise provided in the instrument evidencing an award or in a written employment,
services or other agreement between the participant and us, in the event of a change in control:

•

If awards (excluding awards subject to vesting based on the achievement of specified performance goals) are not
converted, assumed, substituted for or replaced by the successor company, or the change in control is not a
reorganization, merger or consolidation, such awards shall become fully vested and exercisable or payable, and all
applicable restrictions or forfeiture provisions shall lapse, immediately prior to the change in control and then
terminate at the effective time of the change in control.
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•Awards subject to vesting based on the achievement of specified performance goals:

◦
that that are earned and outstanding as of the date of the change in control and for which the payout level has been
determined will be payable in full in accordance with the payout schedule pursuant to the instrument evidencing the
award or a program adopted pursuant to the 2014 Plan; and
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◦for which the payout level has not been determined shall be payable in accordance with the terms and payout schedulepursuant to the instrument evidencing the award.
◦Any existing deferrals or other restrictions not waived by the committee will remain in effect.

•In the event of certain reorganizations, mergers or consolidations, the committee may in its discretion instead providethat a participant's outstanding awards will be cashed out.

Definition of Change in Control. Unless the committee determines otherwise with respect to an award at the time it is
granted or unless otherwise defined for purposes of an award in a written employment, services or other agreement
between a participant and us, a change in control of the company generally means the occurrence of any of the
following events:

•Consummation of a merger or consolidation involving the company (excluding any transaction where following suchtransaction,

◦

all or substantially all of the individuals and entities who were the beneficial owners of the then outstanding shares of
common stock of the company and the then outstanding voting securities of the company entitled to vote generally in
the election of directors immediately prior to such transaction beneficially own, directly or indirectly, more than 50%
of such securities of the successor company,

◦
no person (other than the successor company or any employee benefit plan sponsored or maintained by the company
or any of its subsidiaries or the successor company) beneficially owns, directly or indirectly, 30% or more of such
securities (excluding ownership resulting from ownership of such securities immediately prior to the transaction), or

◦
at least a majority of the members of the board of directors of the successor company were members of the Board of
Directors at the time of the execution of the initial agreement providing for, or of the action of the Board of Directors
to approve, such transaction; or

•

Individuals who as of May 6, 2013 constitute the Board of Directors (or whose later nomination or election to the
Board of Directors was not approved by a at least a majority of such incumbent directors or who was initially
nominated as a result of an actual or threatened election contest, solicitation of proxies or consents, or other action by,
or on behalf of any person other than the Board of Directors) cease for any reason to constitute at least a majority of
the Board of Directors subsequent to May 6, 2013; or

•

Any person acquires of beneficial ownership of 30% or more of either the outstanding shares of common stock of the
company or the outstanding voting securities of the company entitled to vote generally in the election of directors
(excluding any acquisition by the company, any employee benefit plan (or related trust) sponsored or maintained by
the company, or corporation pursuant to a transaction that would be excluded from the definition of a merger or
consolidation noted above; or
•Consummation of the sale, lease or exchange of all or substantially all of the assets of the company.

Amendment and Termination
Our Board of Directors or the Compensation Committee may amend the 2014 Plan, except that if any applicable
statute, rule or regulation requires stockholder approval for an amendment to the 2014 Plan, then to the extent so
required, stockholder approval will be obtained. The board or the committee may also suspend or terminate all or any
portion of the 2014 Plan at any time, but any suspension or termination may not, without a participant's consent,
materially adversely affect any rights under any outstanding award. Unless sooner terminated by the board or
committee, the 2014 Plan will terminate ten years after the date of stockholder approval of the 2014 Plan.
U.S. Federal Income Tax Information
The following is a brief summary of the U.S. federal income tax consequences of the 2014 Plan generally applicable
to us and to participants in the 2014 Plan who are subject to U.S. federal taxes. The summary is based on the
applicable Treasury Regulations and administrative and judicial interpretations thereof, each as in effect on the date of
this proxy statement and is, therefore, subject to future changes in the law, possibly with retroactive effect. The
summary is general in nature and does not purport to be legal or tax advice. Furthermore, the summary does not
address issues relating to any U.S. gift or estate tax consequences or the consequences of any state, local or foreign tax
laws.
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Unrestricted Stock Awards. Upon receipt of an unrestricted stock award, a participant generally will recognize
compensation taxable as ordinary income in an amount equal to the excess of the fair market value of the shares at
such time over the amount, if any, paid by the participant with respect to the shares.
Restricted Stock Awards. Upon receipt of a restricted stock award, a participant generally will recognize
compensation taxable as ordinary income when the shares cease to be subject to restrictions in an amount equal to the
excess of the fair
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market value of the shares at such time over the amount, if any, paid for the shares. Instead of postponing the federal
income tax consequences of a restricted stock award until the restrictions lapse, a participant may elect to recognize
compensation taxable as ordinary income in the year of the award in an amount equal to the fair market value of the
shares at the time of receipt. This election is made under Section 83(b) of the Code. In general, a Section 83(b)
election is made by filing a written notice with the Internal Revenue Service within 30 days of the date of grant of the
restricted stock award for which the election is made and must meet certain technical requirements.
The tax treatment of a subsequent disposition of restricted stock will depend upon whether a participant has made a
timely and proper Section 83(b) election. If a participant makes a timely and proper Section 83(b) election, when the
participant sells the restricted shares, the participant generally will recognize short-term or long-term capital gain or
loss, as the case may be, equal to the difference between the amount the participant receives from the sale and the tax
basis of the shares sold. If no Section 83(b) election is made, any disposition after the restriction lapses generally will
result in short-term or long-term capital gain or loss, as the case may be, equal to the difference between the amount
the participant received from the sale and the tax basis of the shares sold. The tax basis of the shares generally will be
equal to the amount, if any, the participant paid for the shares plus the amount of taxable ordinary income recognized
either at the time the restrictions lapsed or at the time of the Section 83(b) election, if an election was made. If a
participant has to forfeit the shares to us (e.g., upon the participant's termination prior to expiration of the restriction
period), the participant may not claim a deduction for the amount of compensation income recognized as a result of
making the Section 83(b) election, and the participant generally will have a capital loss equal to the amount, if any,
paid for the shares.
Restricted Stock Units. A participant generally will not recognize income at the time a stock unit is granted. When any
part of a stock unit is issued or paid, the participant generally will recognize compensation taxable as ordinary income
at the time of such issuance or payment in an amount equal to the then fair market value of any shares, cash or
property the participant receives.
Performance Shares and Performance Units. A participant generally will not recognize income upon the grant of
performance shares or performance units. Upon the distribution of cash, shares or other property to the participant
pursuant to the terms of the performance shares or units, the participant generally will recognize compensation taxable
as ordinary income equal to the excess of the amount of cash or the fair market value of any property transferred to the
participant over any amount paid by the participant with respect to the performance shares or units.
Tax Consequences to the Company. In the foregoing cases, we generally will be entitled to a deduction at the same
time and in the same amount as a participant recognizes ordinary income, subject to certain limitations imposed under
the Code.
Code Section 409A. We intend that awards granted under the 2014 Plan comply with, or otherwise be exempt from,
Code Section 409A, but make no representation or warranty to that effect.
Code Section 162(m). Under Code Section 162(m), we are generally prohibited from deducting compensation paid to
"covered employees" in excess of $1,000,000 per person in any year. "Covered employees" are defined as the
principal executive officer and any one of the three highest paid executive officers (other than the principal executive
officer or the principal financial officer) as of the close of the applicable taxable year. Compensation that qualifies as
"performance-based" is excluded for purposes of calculating the amount of compensation subject to the $1,000,000
limit. In general, one of the requirements that must be satisfied to qualify as performance-based compensation under
Code Section 162(m) is that the material terms of the performance goals under which the compensation may be paid
must be disclosed to and approved by a majority vote of our stockholders. Accordingly, stockholder approval of the
2014 Plan is necessary to ensure that we have the flexibility to exclude taxable compensation attributable to
performance-based awards under the 2014 Plan that are intended to qualify as "qualified performance-based
compensation" under Code Section 162(m) from the limits on tax deductibility imposed by Section 162(m) if the other
applicable requirements of Code Section 162(m) are also satisfied.
Tax Withholding. We are authorized to deduct or withhold from any award granted or payment due under the
2014 Plan, or require a participant to remit to us, the amount of any withholding taxes due in respect of the award or
payment and to take such other action as may be necessary to satisfy all obligations for the payment of applicable
withholding taxes. We are not required to issue any shares of common stock or otherwise settle an award under the
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2014 Plan until all tax withholding obligations are satisfied.
Plan Benefits
All awards to employees, officers and directors under the 2014 Plan are made at the discretion of the committee.
Therefore, the benefits and amounts that will be received or allocated under the 2014 Plan are not determinable at this
time. However,
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please refer to the description of grants made to our named executive officers in the last fiscal year described in the
"2013 Grants of Plan-Based Awards" table. Grants made to our non-employee directors in the last fiscal year are
described in "Director Compensation." The closing price of our common stock, as reported on the NASDAQ Stock
Market on March 3, 2014, was $39.34 per share.
Equity Compensation Plan Information

The following table provides certain information as of December 31, 2013 with respect to our equity compensation
plans.

PLAN CATEGORY

NUMBER OF SECURITIES
TO BE ISSUED UPON
EXERCISE OF
OUTSTANDING OPTIONS,
WARRANTS OR RIGHTS1 

WEIGHTED AVERAGE
EXERCISE PRICE OF
OUTSTANDING OPTIONS,
WARRANTS OR RIGHTS2

NUMBER OF SECURITIES
REMAINING AVAILABLE
FOR FUTURE ISSUANCE
UNDER EQUITY
COMPENSATION PLANS

Equity compensation plans approved
by security holders 557,943 30.92 269,358

Equity compensation plans not
approved by security holders — 0 0

Total 557,943 30.92 269,358

1 Includes 455,350 performance shares and 89,734 restricted stock units, or RSUs, which are the maximum number of
shares that could be awarded under the performance share and RSU programs, not including future dividend
equivalents.

2 Performance shares and RSUs do not have exercise prices and are therefore not included in the weighted average
exercise price calculation.
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PROPOSAL 4 - ADVISORY VOTE TO APPROVE EXECUTIVE COMPENSATION
We recommend a vote FOR this proposal.
The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010, or the Dodd-Frank Act, enables our
stockholders to vote to approve, on an advisory (nonbinding) basis, the compensation of our named executive officers
as disclosed in this proxy statement.
As described under the heading “Compensation Discussion and Analysis,” commencing on page 21, our key
compensation objectives are to recruit, motivate and retain talented and experienced executives, ensure our incentive
compensation is aligned with short-term and long-term company performance and align our employees’ interests with
those of our stockholders. Our executive compensation programs are designed to provide all of our executives a fair
and competitive incentive-based compensation package that is tied to the performance of both the individual and the
company. We target our compensation levels to be at, or near, the median compensation paid by other comparable
companies in our industry. A significant portion of total compensation for our senior executives is at risk and
dependent on the achievement of target levels of performance. In addition, in order to maintain fiscal discipline,
incentive compensation includes thresholds and caps. We urge stockholders to read the “Compensation Discussion and
Analysis” for a more detailed discussion of our executive compensation programs and how they reflect our philosophy
and are linked to company performance.
We are asking our stockholders to approve our named executive officer compensation as described in this proxy
statement by voting “FOR” the following advisory resolution at the Annual Meeting:
RESOLVED, that the company’s stockholders approve, on an advisory basis, the compensation of the named executive
officers, as disclosed in the “Compensation Discussion and Analysis," the “Summary Compensation Table” and the
related compensation tables, notes and narratives in the company’s proxy statement for the 2014 Annual Meeting of
Stockholders.
The say-on-pay vote is advisory, and therefore not binding on the company, the Compensation Committee or our
Board of Directors. However, our Board and our Compensation Committee value the opinions of our stockholders and
will consider the outcome of the vote when making future executive compensation decisions.
Our Board of Directors has adopted a policy providing for an annual say-on-pay vote. Unless the Board modifies this
policy, the next say-on-pay vote will be held at our 2015 annual meeting of stockholders.
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GENERAL INFORMATION

Stockholder Proposals for 2015

We anticipate that the next Annual Meeting of stockholders will be held in May of 2015. In order to be considered for
inclusion in our 2015 proxy statement, stockholder proposals must comply with SEC Rule 14a-8 regarding the
inclusion of stockholder proposals in company-sponsored proxy materials and must be submitted in writing to: Office
of the Corporate Secretary, Potlatch Corporation, 601 West First Ave., Suite 1600, Spokane, WA 99201. Proposals
must be received on or prior to December 1, 2014.

Our Bylaws require that any stockholders who intend to present an item of business, including nominees for
candidates for election as directors, at the 2015 annual meeting (other than a stockholder proposal submitted for
inclusion in our 2015 proxy statement) must provide notice of such business to the Office of the Corporate Secretary
at the address above not earlier than January 5, 2015 and not later than the close of business on February 5, 2015.
Proposals should include the information set forth in our Bylaws. A copy of our Bylaws is available for downloading
or printing by going to our public web site at www.potlatchcorp.com, and selecting “Investor Resources,” and then
“Corporate Governance.”

Other Information

We will make available to a stockholder, free of charge, any of the following documents at the stockholder’s request:

Filings with the Securities and Exchange Commission
•Annual Reports on Form 10-K
•Quarterly Reports on Form 10-Q
•Current Reports on Form 8-K
•Registration Statements
•Beneficial Ownership Reports for Directors and Executive Officers
Charter Documents
•Amended and Restated Bylaws
•Second Restated Certificate of Incorporation
Committee Charters     
•Audit Committee Charter     
•Executive Compensation and Personnel Policies Committee Charter
•Finance Committee Charter
•Nominating and Corporate Governance Committee Charter
Governance Documents
•Corporate Conduct and Ethics Code
•Corporate Governance Guidelines
•Director Nomination Policy
•Audit Committee Pre-approval Policy
•Officer Stock Ownership Guidelines
•Related Person Transactions Policy
•Audit Committee Hiring Policy
•Audit Committee Independence and Financial Expert Policy
•Securities Law Compliance and Insider Trading Policy
•Director Independence Policy
•Director Stock Ownership Guidelines
•Incentive Compensation Recovery Policy
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These documents are available for downloading or printing by going to our public web site at www.potlatchcorp.com,
and selecting “Investor Resources,” and then “Corporate Governance.” You may also submit a request for printed copies
by email to investorinfo@potlatchcorp.com or by mail to the following address:

Potlatch Corporation
Attn: Corporate Secretary
601 West First Ave., Suite 1600
Spokane, WA 99201  
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APPENDIX A

POTLATCH CORPORATION
2014 LONG-TERM INCENTIVE PLAN

SECTION 1.  PURPOSE
The purpose of the Potlatch Corporation 2014 Long-Term Incentive Plan is to attract, retain and motivate employees,
officers and directors of the Company and its Related Companies by providing them the opportunity to acquire a
proprietary interest in the Company and to align their interests and efforts to the long-term interests of the Company’s
stockholders.
SECTION 2.  DEFINITIONS
As used in the Plan, the following definitions apply to the terms indicated below:
“Acquired Entity” means any entity acquired by the Company or a Related Company or with which the Company or a
Related Company merges or combines.
“Award” means any Stock Award, Restricted Stock, Stock Unit, Performance Share, Performance Unit, cash-based
award or other incentive payable in cash or in shares of Common Stock as may be designated by the Committee from
time to time.
“Board” means the Board of Directors of the Company.
“Business Combination” has the meaning set forth in the definition of Change in Control.
“Cause,” unless otherwise defined in the instrument evidencing an Award or in a written employment, services or other
agreement between the Participant and the Company or a Related Company, means dishonesty, fraud, serious or
willful misconduct, unauthorized use or disclosure of confidential information or trade secrets, or conduct prohibited
by law (except minor violations), in each case as determined by the Company’s Vice President, Human Resources or
other person performing that function or, in the case of directors and executive officers, the Committee, whose
determination shall be conclusive and binding.
“Change in Control,” unless the Committee determines otherwise with respect to an Award at the time the Award is
granted or unless otherwise defined for purposes of an Award in a written employment, services or other agreement
between the Participant and the Company, means the occurrence of any of the following events:
(i)    The consummation of a merger or consolidation involving the Company (a “Business Combination”), in each case,
unless, following such Business Combination,
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(A)    all or substantially all of the individuals and entities who were the beneficial owners, respectively, of the then
outstanding shares of common stock of the Company (the “Outstanding Common Stock”) and the then outstanding
voting securities of the Company entitled to vote generally in the election of directors (the “Outstanding Voting
Securities”) immediately prior to such Business Combination beneficially own, directly or indirectly, more than fifty
percent (50%) of, respectively, the then outstanding shares of common stock and the combined voting power of the
then outstanding voting securities entitled to vote generally in the election of directors of the corporation or other
entity resulting from such Business Combination (including, without limitation, a corporation or other entity which as
a result of such transaction owns the Company either directly or through one (1) or more subsidiaries),
(B)    no individual, entity or group (within the meaning of Section 13(d)(3) or 14(d)(2) of the Exchange Act (a
“Person”) (excluding any corporation or other entity resulting from such Business Combination or any employee benefit
plan (or related trust) sponsored or maintained by the Company or any of its subsidiaries or such other corporation or
other entity resulting from such Business Combination) beneficially owns, directly or indirectly, thirty percent (30%)
or more of, respectively, the then outstanding shares of common stock or common equity of the corporation or other
entity resulting from such Business Combination or the combined voting power of the then outstanding voting
securities of such corporation or other entity except to the extent that such ownership is based on the beneficial
ownership, directly or indirectly, of Outstanding Common Stock or Outstanding Voting Securities immediately prior
to the Business Combination, or
(C)    at least a majority of the members of the board of directors or similar governing body of the corporation or other
entity resulting from such Business Combination were members of the Board at the time of the execution of the initial
agreement providing for, or of the action of the Board to approve, such Business Combination; or
(ii)    Individuals who, as of May 6, 2013 constitute the Board (the “Incumbent Board”) cease for any reason to
constitute at least a majority of the Board; provided, however, that any individual becoming a director of the Company
subsequent to May 6, 2013 whose election, or nomination for election by the Company’s stockholders, was approved
by a vote of at least a majority of the directors of the Company then comprising the Incumbent Board shall be
considered as though such individual were a member of the Incumbent Board, but excluding, for this purpose, any
such individual whose initial assumption of office occurs as a result of an actual or threatened election contest with
respect to the election or removal of directors of the Company, an actual or threatened solicitation of proxies or
consents or any other actual or threatened action by, or on behalf of any Person other than the Board; or
(iii)    The acquisition by any Person of beneficial ownership (within the meaning of Rule 13d-3 promulgated under
the Exchange Act) of thirty percent (30%) or more of either
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(A)    the then Outstanding Common Stock, or
(B)    the combined voting power of the Outstanding Voting Securities,
provided, however, that the following acquisitions shall not be deemed to be covered by this paragraph (iii):
(1)    any acquisition of Outstanding Common Stock or Outstanding Voting Securities by the Company;
(2)    any acquisition of Outstanding Common Stock or Outstanding Voting Securities by any employee benefit plan
(or related trust) sponsored or maintained by the Company; and
(3)    any acquisition of Outstanding Common Stock or Outstanding Voting Securities by any corporation pursuant to
a transaction that complies with clauses (A), (B) and (C) of paragraph (i) of this definition; or

(iv)    The consummation of the sale, lease or exchange of all or substantially all of the assets of the Company.
“Code” means the United States Internal Revenue Code of 1986, as amended from time to time.
“Committee” has the meaning set forth in Section 3.2.
“Common Stock” means the common stock, par value $0.001 per share, of the Company.
“Company” means Potlatch Corporation, a Delaware corporation.
“Compensation Committee” means the Executive Compensation and Personnel Policies Committee of the Board.
“Covered Employee” means a “covered employee” as that term is defined for purposes of Section 162(m)(3) of the Code
or any successor provision.
“Disability,” unless otherwise defined by the Committee for purposes of the Plan in the instrument evidencing an Award
or in a written employment, services or other agreement between the Participant and the Company or a Related
Company, means a Participant is unable to engage in any substantial gainful activity by reason of any medically
determinable physical or mental impairment which can be expected to result in death or can be expected to last for a
continuous period of not less than twelve (12) months, in each case as determined by the Company’s Vice President,
Human Resources or other person performing that function or, in the case of directors and executive officers, the
Committee, whose determination shall be conclusive and binding.
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“Effective Date” has the meaning set forth in Section 17.
“Eligible Person” means any person eligible to receive an Award as set forth in Section 5.
“Exchange Act” means the Securities Exchange Act of 1934, as amended from time to time.
“Fair Market Value” means the closing price for the Common Stock on any given date during regular trading, or if not
trading on that date, such price on the last preceding date on which the Common Stock was traded, unless determined
otherwise by the Committee using such methods or procedures as it may establish.
“Grant Date” means the later of (i) the date on which the Committee completes the corporate action authorizing the
grant of an Award or such later date specified by the Committee and (ii) the date on which all conditions precedent to
an Award have been satisfied, provided that conditions to the exercisability or vesting of Awards shall not defer the
Grant Date.
“Incumbent Board” has the meaning set forth in the definition of Change in Control.
“Nonemployee Director” means a director who is not an employee of the Company.
“Outstanding Common Stock” has the meaning set forth in the definition of Change in Control.
“Outstanding Voting Securities” has the meaning set forth in the definition of Change in Control.
“Parent Company” means a company or other entity which as a result of a Business Combination owns the Company or
all or substantially all of the Company's assets either directly or through one or more subsidiaries.
“Participant” means any Eligible Person to whom an Award is granted.
“Performance Award” means an Award of Performance Shares or Performance Units granted under Section 8.
“Performance Criteria” has the meaning set forth in Section 13.1.
“Performance Share” means an Award of units denominated in shares of Common Stock granted under Section 8.1.
“Performance Unit” means an Award of units denominated in cash or property other than shares of Common Stock
granted under Section 8.2.
“Person” has the meaning set forth in the definition of Change in Control.
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“Plan” means the Potlatch Corporation 2014 Long-Term Incentive Plan, as amended from time to time.
“Prior Plan” has the meaning set forth in Section 4.1(b).
“Related Company” means any corporation in which the Company owns, directly or indirectly, at least 50% of the total
combined voting power of all classes of stock, or any other entity (including, but not limited to, limited liability
companies, partnerships and joint ventures) in which the Company owns, directly or indirectly, at least 50% of the
combined equity thereof.
“Restricted Stock” means an Award of shares of Common Stock granted under Section 7, the rights of ownership of
which are subject to restrictions prescribed by the Committee.
“Restricted Stock Unit” means a Stock Unit subject to restrictions prescribed by the Committee.
“Retirement,” unless otherwise defined in the instrument evidencing the Award or in a written employment, services or
other agreement between the Participant and the Company or a Related Company, means early, normal or deferred
retirement under the Retirement Plan.
“Retirement Plan” means the Potlatch Salaried Retirement Plan.
“Section 409A” means Section 409A of the Code, including regulations and guidance promulgated thereunder.
“Securities Act” means the Securities Act of 1933, as amended from time to time.
“Stock Award” means an Award of shares of Common Stock granted under Section 7, the rights of ownership of which
are not subject to restrictions prescribed by the Committee.
“Stock Unit,” means an Award denominated in units of Common Stock granted under Section 7 (including, without
limitation, a Restricted Stock Unit).
“Substitute Awards” means Awards granted or shares of Common Stock issued by the Company in substitution or
exchange for awards previously granted by an Acquired Entity.
“Successor Company” means the surviving company, the successor company or Parent Company, as applicable, in
connection with a Business Combination.
“Termination of Service,” unless the Committee determines otherwise with respect to an Award, means a termination of
employment or service relationship with the Company or a Related Company for any reason, whether voluntary or
involuntary, including by reason of death, Disability or Retirement. Any question as to whether and when there has
been a Termination of Service for the purposes of an Award and the cause of such Termination of Service shall be
determined by the Company’s Vice President, Human Resources or other
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person performing that function or, with respect to directors and executive officers, by the Committee, whose
determination shall be conclusive and binding. Transfer of a Participant’s employment or service relationship between
the Company and any Related Company shall not be considered a Termination of Service for purposes of an Award.
Unless the Committee determines otherwise, a Termination of Service shall be deemed to occur if the Participant’s
employment or service relationship is with an entity that has ceased to be a Related Company. A Participant’s change
in status from an employee of the Company or a Related Company to a nonemployee director, of the Company or a
Related Company or a change in status from a nonemployee director of the Company or a Related Company to an
employee of the Company or a Related Company, shall not be considered a Termination of Service.
SECTION 3.  ADMINISTRATION
1.Administration of the Plan
The Plan shall be administered by (a) the Board or (b) the Compensation Committee of the Board; provided, however,
that with respect to Nonemployee Directors, the Plan shall be administered by the Nominating and Corporate
Governance Committee of the Board unless otherwise determined by the Board.
(a)If any member of the Compensation Committee does not qualify as an “outside director” for purposes of
Section 162(m) of the Code, Awards under the Plan for the Covered Employees shall be administered by a
subcommittee consisting of each Compensation Committee member who qualifies as an “outside director.” If fewer than
two Compensation Committee members qualify as “outside directors,” the Board shall appoint one or more other Board
members to such subcommittee who do qualify as “outside directors,” so that the subcommittee will at all times consist
of two or more members all of whom qualify as “outside directors” for purposes of Section 162(m) of the Code.
(b)If any member of the Compensation Committee (or the Nominating and Corporate Governance Committee if
applicable), does not qualify as a “non-employee director” for purposes of Rule 16b-3 promulgated under the Exchange
Act, then Awards under the Plan for the executive officers of the Company and Directors shall be administered by a
subcommittee consisting of each Compensation Committee member (or Nominating and Corporate Governance
Committee members if applicable) who qualifies as a “non-employee director.” If fewer than two Compensation
Committee members (or Nominating and Corporate Governance Committee members if applicable) qualify as
“non-employee directors,” then the Board shall appoint one or more other Board members to such subcommittee who do
qualify as “non-employee directors,” so that the subcommittee will at all times consist of two or more members all of
whom qualify as “non-employee directors” for purposes of Rule 16b-3 promulgated under the Exchange Act.

2.Delegation
Notwithstanding the foregoing, the Board may delegate concurrent responsibility for administering the Plan, including
with respect to designated classes of Eligible Persons, to different committees consisting of one or more members of
the Board, subject to such
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limitations as the Board deems appropriate, except with respect to grants of Awards to Participants who are subject to
Section 16 of the Exchange Act or Awards granted pursuant to Section 13 of the Plan. Members of any committee
shall serve for such term as the Board may determine, subject to removal by the Board at any time. To the extent
consistent with applicable law, the Board or the Compensation Committee may authorize one or more officers of the
Company to grant Awards to designated classes of Eligible Persons, within limits specifically prescribed by the Board
or the Compensation Committee; provided, however, that no such officer shall have or obtain authority to grant
Awards to himself or herself or to any person subject to Section 16 of the Exchange Act.
All references in the Plan to the “Committee” shall be, as applicable, to the Board, the Compensation Committee, the
Nominating and Corporate Governance Committee of the Board or any other committee or any officer to whom
authority has been delegated to administer the Plan.
The Board may delegate to the Chief Executive Officer of the Company the authority to grant Awards under the Plan
to employees who are not Covered Employees or executive officers of the Company subject to the reporting
requirements of Section 16 of the Exchange Act.  
3.Administration and Interpretation by Committee
(a)Except for the terms and conditions explicitly set forth in the Plan and to the extent permitted by applicable law, the
Committee shall have full power and exclusive authority, subject to such orders or resolutions not inconsistent with
the provisions of the Plan as may from time to time be adopted by the Board or a Committee composed of members of
the Board, to (i) select the Eligible Persons to whom Awards may from time to time be granted under the Plan;
(ii) determine the type or types of Awards to be granted to each Participant under the Plan; (iii) determine the number
of shares of Common Stock to be covered by each Award granted under the Plan; (iv) determine the terms and
conditions of any Award granted under the Plan; (v) approve the forms of notice or agreement for use under the Plan;
(vi) determine whether, to what extent and under what circumstances Awards may be settled in cash, shares of
Common Stock or other property or canceled or suspended; (vii) determine whether, to what extent and under what
circumstances cash, shares of Common Stock, other property and other amounts payable with respect to an Award
shall be deferred either automatically or at the election of the Participant; (viii)  interpret and administer the Plan and
any instrument evidencing an Award, notice or agreement executed or entered into under the Plan; (ix) establish such
rules, regulations and sub-plans as it shall deem appropriate for the proper administration and operation of the Plan;
(x) delegate ministerial duties to such of the Company’s employees as it so determines; and (xi) make any other
determination and take any other action that the Committee deems necessary or desirable for administration of the
Plan.
(b)The effect on the vesting of an Award of a Company-approved leave of absence or a Participant’s reduction in hours
of employment or service shall be determined by the Company’s Vice President, Human Resources or other person
performing that function
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or, with respect to directors or executive officers, by the Committee, whose determination shall be final.
(c)Decisions of the Committee shall be final, conclusive and binding on all persons, including the Company, any
Participant, any stockholder and any Eligible Person. A majority of the members of the Committee may determine its
actions.

SECTION 4.  SHARES SUBJECT TO THE PLAN
1.Authorized Number of Shares
Subject to adjustment from time to time as provided in Section 12.1, the aggregate maximum number of shares of
Common Stock available for issuance under the Plan shall be:
(a)1,000,000 shares; plus
(b)(i) any shares set aside and reserved for issuance, but not issued or subject to outstanding awards, under the
Company’s 2005 Stock Incentive Plan (the “Prior Plan”) on the Effective Date and (ii)  any shares subject to outstanding
awards under the Prior Plan on the Effective Date that cease to be subject to such awards following the Effective Date
(other than by reason of exercise or settlement of the awards to the extent they are exercised for or settled in vested or
nonforfeitable shares) shall cease to be set aside or reserved for issuance pursuant to the Prior Plan, and shall instead
be set aside and reserved for issuance pursuant to the Plan, effective on the respective dates on which such shares may
be added to the Plan by reason of this paragraph (b), up to an aggregate maximum of 793,437 shares.
Shares issued under the Plan shall be drawn from authorized and unissued shares or shares now held or subsequently
acquired by the Company as treasury shares.
2.Share Usage
(a)If any Award lapses, expires, terminates or is canceled prior to the issuance of shares thereunder or if shares of
Common Stock are issued under the Plan to a Participant and thereafter are forfeited to the Company, the shares
subject to such Awards and the forfeited shares shall again be available for issuance under the Plan. Any shares of
Common Stock (i) tendered by a Participant or retained by the Company as full or partial payment to the Company for
the purchase price of an Award or to satisfy tax withholding obligations in connection with an Award or (ii) covered
by an Award that is settled in cash, or in a manner such that some or all of the shares of Common Stock covered by
the Award are not issued, shall not be available for Awards under the Plan.
(b)The Committee shall also, without limitation, have the authority to grant Awards as an alternative to or as the form
of payment for grants or rights earned or due under other compensation plans or arrangements of the Company.
(c)Notwithstanding any other provision of the Plan to the contrary, the Committee may grant Substitute Awards under
the Plan. Substitute Awards shall not reduce the number of shares authorized for issuance under the Plan. In the event
that an Acquired Entity has shares available for awards or grants under one or more preexisting plans not adopted in
contemplation of such acquisition or combination, then, to the extent determined by the Board or the Committee, the
shares available for grant pursuant to the terms of such preexisting plan (as adjusted, to the extent appropriate, using
the exchange ratio or other

A-8

Edgar Filing: ALVARION LTD - Form 6-K

110



adjustment or valuation ratio or formula used in such acquisition or combination to determine the consideration
payable to holders of common stock of the entities that are parties to such acquisition or combination) may be used for
Awards under the Plan and shall not reduce the number of shares of Common Stock authorized for issuance under the
Plan; provided, however, that Awards using such available shares shall not be made after the date awards or grants
could have been made under the terms of such preexisting plans, absent the acquisition or combination, and shall only
be made to individuals who were not employees or directors of the Company or a Related Company prior to such
acquisition or combination. In the event that a written agreement between the Company and an Acquired Entity
pursuant to which a merger or consolidation is completed is approved by the Board and that agreement sets forth the
terms and conditions of the substitution for or assumption of outstanding awards of the Acquired Entity, those terms
and conditions shall be deemed to be the action of the Committee without any further action by the Committee, except
as may be required for compliance with Rule 16b-3 under the Exchange Act, and the persons holding such awards
shall be deemed to be Participants.

3.Limitations
(a)Subject to adjustment as provided in Section 12.1, the aggregate number of shares that may be issued pursuant to
Awards granted under the Plan (that either (i) contain no restrictions or restrictions based solely on continuous
employment or services over fewer than three years (except if accelerated pursuant to a Change in Control or in the
event of a Termination of Service) or (ii) vest over less than one year (except if accelerated pursuant to a Change in
Control or in the event of a Termination of Service) based on factors other than solely continuous employment or
services shall not exceed 10% of the aggregate maximum number of shares specified in Section 4.1. In addition, if and
to the extent the Committee accelerates vesting or exercisability of an Award or otherwise acts to waive or lapse any
restriction on an Award, other than in connection with a Participant’s death, Disability or Retirement or a Change in
Control, the shares covered by such Committee action shall similarly count towards the foregoing 10% limitation.
(b)    Notwithstanding anything contained herein to the contrary, no Participant may receive Common Stock pursuant
to or in connection with the payment of any Award to the extent it would result in a violation of the stock ownership
limitations set forth in the Company’s Restated Certificate of Incorporation or would impair the Company’s status as a
“real estate investment trust” within the meaning of Sections 856 through 860 of the Code.
SECTION 5.  ELIGIBILITY
An Award may be granted to any employee, officer or director of the Company or a Related Company whom the
Committee from time to time selects.
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SECTION 6.  AWARDS
1.Form, Grant and Settlement of Awards
The Committee shall have the authority, in its sole discretion, to determine the type or types of Awards to be granted
under the Plan. Such Awards may be granted either alone or in addition to or in tandem with any other type of Award.
Any Award settlement may be subject to such conditions, restrictions and contingencies as the Committee shall
determine.
2.Evidence of Awards
Awards granted under the Plan shall be evidenced by a written, including an electronic, instrument that shall contain
such terms, conditions, limitations and restrictions as the Committee shall deem advisable and that are not inconsistent
with the Plan.
3.Deferrals
The Committee may permit or require a Participant to defer receipt of the payment of any Award. If any such deferral
election is permitted or required, the Committee, in its sole discretion, shall establish rules and procedures for such
payment deferrals, which may include the grant of additional Awards or provisions for the payment or crediting of
interest or dividend equivalents, including converting such credits to deferred stock unit equivalents. Deferral of any
Award or payment thereunder shall satisfy the requirements for exemption from Section 409A or satisfy the
requirements of Section 409A as determined by the Committee prior to such deferral.
4.Dividends and Distributions
Participants may, if the Committee so determines, be credited with dividends or dividend equivalents paid with
respect to shares of Common Stock underlying an Award in a manner determined by the Committee in its sole
discretion. The Committee may apply any restrictions to the dividends or dividend equivalents that the Committee
deems appropriate. The Committee, in its sole discretion, may determine the form of payment of dividends or
dividend equivalents, including cash, shares of Common Stock, Restricted Stock or Stock Units. Notwithstanding the
foregoing, if any Award for which dividends or dividend equivalents have been granted has its vesting, payment or
grant dependent on the achievement of one or more performance goals, then the dividends or dividend equivalents
shall accrue and be paid only to the extent the Award becomes vested or payable. Also notwithstanding the foregoing,
the crediting of dividends or dividend equivalents must comply with or qualify for an exemption under Section 409A.
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SECTION 7.  STOCK AWARDS, RESTRICTED STOCK AND STOCK UNITS
1.Grant of Stock Awards, Restricted Stock and Stock Units
The Committee may grant Stock Awards, Restricted Stock and Stock Units on such terms and conditions and subject
to such repurchase or forfeiture restrictions, if any, which may be based on continuous service with the Company or a
Related Company or the achievement of any performance goals, as the Committee shall determine in its sole
discretion, which terms, conditions and restrictions shall be set forth in the instrument evidencing the Award.

2. Vesting of Restricted Stock and Stock
Units

Upon the satisfaction of any terms, conditions and restrictions prescribed with respect to Restricted Stock or Stock
Units, or upon a Participant’s release from any terms, conditions and restrictions on Restricted Stock or Stock Units, as
determined by the Committee, and subject to the provisions of Section 11, (a) the shares covered by each Award of
Restricted Stock shall become freely transferable by the Participant, and (b) Stock Units shall be paid in shares of
Common Stock or, if set forth in the instrument evidencing the Awards, in cash or a combination of cash and shares of
Common Stock. Any fractional shares subject to such Awards shall be paid as provided in the policy adopted by the
Committee or, if none, in the instrument evidencing the Award.
3.Waiver of Restrictions
The Committee, in its sole discretion, may waive the repurchase or forfeiture period and any other terms, conditions or
restrictions on any Restricted Stock or Stock Unit under such circumstances and subject to such terms and conditions
as the Committee shall deem appropriate.
SECTION 8.  PERFORMANCE AWARDS
1.Performance Shares
The Committee may grant Awards of Performance Shares, designate the Participants to whom Performance Shares are
to be awarded and determine the number of Performance Shares and the terms and conditions of each such Award.
Performance Shares shall consist of a unit valued by reference to a designated number of shares of Common Stock,
the value of which may be paid to the Participant by delivery of shares of Common Stock or, if set forth in the
instrument evidencing the Award, of such property as the Committee shall determine, including, without limitation,
cash, shares of Common Stock, other property, or any combination thereof, upon the attainment of performance goals,
as established by the Committee, and other terms and conditions specified by the Committee. Notwithstanding the
foregoing, the amount to be paid under an Award of Performance Shares may be adjusted on the basis of such further
consideration as the Committee shall determine in its sole discretion.
2.Performance Units
The Committee may grant Awards of Performance Units, designate the Participants to whom Performance Units are to
be awarded and determine the number of Performance Units and the terms and conditions of each such Award.
Performance Units shall consist of a unit valued by reference to a designated amount of property other than shares of
Common Stock,
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which value may be paid to the Participant by delivery of such property as the Committee shall determine, including,
without limitation, cash, shares of Common Stock, other property, or any combination thereof, upon the attainment of
performance goals, as established by the Committee, and other terms and conditions specified by the Committee.
Notwithstanding the foregoing, the amount to be paid under an Award of Performance Units may be adjusted on the
basis of such further consideration as the Committee shall determine in its sole discretion.
SECTION 9.  OTHER STOCK OR CASH-BASED AWARDS
Subject to the terms of the Plan and such other terms and conditions as the Committee deems appropriate, the
Committee may grant other incentives payable in cash or in shares of Common Stock under the Plan.
SECTION 10.  WITHHOLDING
1.Payment of Tax Withholding and Other Obligations
The Company may require the Participant to pay to the Company or a Related Company, as applicable, the amount of
(a) any taxes that the Company or a Related Company is required by applicable federal, state, local or foreign law to
withhold with respect to the grant, vesting or exercise of an Award (“tax withholding obligations”) and (b) any amounts
due from the Participant to the Company or to any Related Company (“other obligations”). Notwithstanding any other
provision of the Plan to the contrary, the Company shall not be required to issue any shares of Common Stock or
otherwise settle an Award under the Plan until such tax withholding obligations and other obligations are satisfied.
2.Payment Methods
The Committee may permit or require a Participant to satisfy all or part of the Participant’s tax withholding obligations
and other obligations by: (a) paying cash to the Company or a Related Company, (b) having the Company or a Related
Company, as applicable, withhold an amount from any cash amounts otherwise due or to become due from the
Company or a Related Company to the Participant, (c) having the Company withhold a number of shares of Common
Stock that would otherwise be issued to the Participant (or become vested, in the case of Restricted Stock) having a
Fair Market Value equal to the tax withholding obligations and other obligations, (d) surrendering a number of shares
of Common Stock the Participant already owns having a value equal to the tax withholding obligations and other
obligations, (e) selling shares of Common Stock issued under an Award on the open market or to the Company, or
(f) taking such other action as may be necessary in the opinion of the Committee to satisfy any applicable tax
withholding obligations. The value of the shares so withheld or surrendered may not exceed the employer’s minimum
required tax withholding rate, or such other applicable rate as is necessary to avoid adverse treatment for financial
accounting purposes, as determined by the Committee its sole discretion.
SECTION 11.  ASSIGNABILITY
No Award or interest in an Award may be sold, assigned, pledged (as collateral for a loan or as security for the
performance of an obligation or for any other purpose) or
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transferred by a Participant or made subject to attachment or similar proceedings otherwise than by will or by the
applicable laws of descent and distribution, except to the extent, at the discretion of the Committee, the instrument
evidencing the Award permits the Participant to designate one or more beneficiaries on a Company-approved form
who may exercise the Award or receive payment under the Award after the Participant’s death. Notwithstanding the
foregoing, the Committee, in its sole discretion, may permit a Participant to assign or transfer an Award without
consideration, subject to such terms and conditions as the Committee shall specify.
SECTION 12.  ADJUSTMENTS
1.Adjustment of Shares
(a)In the event that, at any time or from time to time, a stock dividend, stock split, spin off, combination or exchange
of shares, recapitalization, merger, consolidation, distribution to stockholders other than a normal cash dividend, or
other change in the Company’s corporate or capital structure results in (i) the outstanding shares of Common Stock, or
any securities exchanged therefor or received in their place, being exchanged for a different number or kind of
securities of the Company or (ii) new, different or additional securities of the Company or any other company being
received by the holders of shares of Common Stock, or the declaration of a dividend payable in cash that has a
material effect on the price of issued shares, then the Committee shall make proportional adjustments in (A) the
maximum number and kind of securities available for issuance under the Plan; (B) the maximum numbers and kind of
securities set forth in Section 13.3; (C) the maximum number and kind of securities set forth in Section 4.3; and
(D) the number and kind of securities that are subject to any outstanding Award and, if applicable, the per share price
of such securities.
(b)    Adjustments, if any, and any determinations or interpretations made by the Committee as to whether any
adjustment shall be made, including any determination of whether a distribution is other than a normal cash dividend
or is a cash dividend that will have a material effect on the price of issued shares, and the terms of any of the
foregoing adjustments shall be conclusive and binding.
(c)    Notwithstanding the foregoing, the issuance by the Company of shares of stock of any class, or securities
convertible into shares of stock of any class, for cash or property, or for labor or services rendered, either upon direct
sale or upon the exercise of rights or warrants to subscribe therefor, or upon conversion of shares or obligations of the
Company convertible into such shares or other securities, shall not affect, and no adjustment by reason thereof shall be
made with respect to, outstanding Awards. Also notwithstanding the foregoing, a dissolution or liquidation of the
Company or a Change in Control shall not be governed by this Section 12.1 but shall be governed by Sections 12.2
and 12.3, respectively.
2.Dissolution or Liquidation
To the extent not previously exercised or settled, and unless otherwise determined by the Committee in its sole
discretion, Awards shall terminate immediately prior to the dissolution or liquidation of the Company. To the extent a
vesting condition, forfeiture provision or repurchase right applicable to an Award has not been waived by the
Committee,
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the Award shall be forfeited immediately prior to the consummation of the dissolution or liquidation.
3.Change in Control
Notwithstanding any other provision of the Plan to the contrary, unless the Committee shall determine otherwise in
the instrument evidencing the Award or in a written employment, services or other agreement between the Participant
and the Company or a Related Company, in the event of a Change in Control:
(a)If the Change in Control is a Business Combination in which Awards could be converted, assumed, substituted for
or replaced by the Successor Company, then, if and to the extent that the Successor Company converts, assumes,
substitutes or replaces an Award, other than Performance Shares, Performance Units and other outstanding Awards
that are subject to vesting based on the achievement of specified performance goals, the vesting restrictions or
forfeiture provisions applicable to such Award shall not be accelerated or lapse, and all such vesting restrictions or
forfeiture provisions shall continue with respect to any shares of the Successor Company or other consideration that
may be received with respect to such Award. If and to the extent that Awards, other than Performance Shares,
Performance Units and other outstanding Awards that are subject to vesting based on the achievement of specified
performance goals, are not converted, assumed, substituted for or replaced by the Successor Company, such Awards
shall become fully vested and exercisable or payable, and all applicable restrictions or forfeiture provisions shall
lapse, immediately prior to the Change in Control and such Awards shall terminate at the effective time of the Change
in Control.
If the Change in Control is not a Business Combination in which Awards could be converted, assumed, substituted for
or replaced by the Successor Company, all outstanding Awards, other than Performance Shares, Performance Units
and other outstanding Awards that are subject to vesting based on the achievement of specified performance goals,
shall become fully vested and exercisable or payable, and all applicable restrictions or forfeiture provisions shall
lapse, immediately prior to the Change in Control and shall terminate at the effective time of the Change in Control.
For the purposes of this Section 12.3(a), an Award shall be considered converted, assumed, substituted for or replaced
by the Successor Company if following the Business Combination the right confers the right to purchase or receive,
for each share of Common Stock subject to the Award immediately prior to the Business Combination, the
consideration (whether stock, cash or other securities or property) received in the Business Combination by holders of
Common Stock for each share held on the effective date of the transaction (and if holders were offered a choice of
consideration, the type of consideration chosen by the holders of a majority of the outstanding shares); provided,
however, that if such consideration received in the Business Combination is not solely common stock of the Successor
Company, the Committee may, with the consent of the Successor Company, provide for the consideration to be
received pursuant to the Award, for each share of Common Stock subject thereto, to be solely common stock of the
Successor Company substantially equal in Fair Market Value to the per share consideration received by holders of
Common Stock in the Business Combination. The determination of such substantial equality of value of
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consideration shall be made by the Committee, and its determination shall be conclusive and binding.
(b)All Performance Shares or Performance Units or other outstanding Awards that are subject to vesting based on the
achievement of specified performance goals and that are earned and outstanding as of the date the Change in Control
is determined to have occurred and for which the payout level has been determined shall be payable in full in
accordance with the payout schedule pursuant to the instrument evidencing the Award or a program adopted pursuant
to the Plan. Any remaining outstanding Performance Shares or Performance Units or other outstanding Awards that
are subject to vesting based on the achievement of specified performance goals (including any applicable performance
period) for which the payout level has not been determined shall be payable in accordance with the terms and payout
schedule pursuant to the instrument evidencing the Award. Any existing deferrals or other restrictions not waived by
the Committee in its sole discretion shall remain in effect.
(c)Notwithstanding the foregoing, the Committee, in its sole discretion, may instead provide in the event of a Change
in Control that is a Business Combination that a Participant’s outstanding Awards shall terminate upon or immediately
prior to such Business Combination and that such Participant shall receive, in exchange therefor, a cash payment equal
to the amount (if any) by which (x) the value of the per share consideration received by holders of Common Stock in
the Business Combination, or, in the event the Business Combination is one of the transactions listed under
subsection (c) in the definition of Business Combination or otherwise does not result in direct receipt of consideration
by holders of Common Stock, the value of the deemed per share consideration received, in each case as determined by
the Committee in its sole discretion, multiplied by the number of shares of Common Stock subject to such outstanding
Awards (to the extent then vested and exercisable or whether or not then vested and exercisable, as determined by the
Committee in its sole discretion) exceeds (y) if applicable, the respective aggregate exercise price or grant price for
such Awards.
(d)For the avoidance of doubt, nothing in this Section 12.3 requires all outstanding Awards to be treated similarly.

4.Further Adjustment of Awards
Subject to Sections 12.2 and 12.3, the Committee shall have the discretion, exercisable at any time before a sale,
merger, consolidation, reorganization, liquidation, dissolution or change of control of the Company, as defined by the
Committee, to take such further action as it determines to be necessary or advisable with respect to Awards. Such
authorized action may include (but shall not be limited to) establishing, amending or waiving the type, terms,
conditions or duration of, or restrictions on, Awards so as to provide for earlier, later, extended or additional time for
exercise, lifting restrictions and other modifications, and the Committee may take such actions with respect to all
Participants, to certain categories of Participants or only to individual Participants. The Committee may take such
action before or after granting Awards to which the action relates and before or after any public announcement with
respect to such sale, merger, consolidation, reorganization, liquidation, dissolution or change of control that is the
reason for such action.

A-15

Edgar Filing: ALVARION LTD - Form 6-K

117



5.No Limitations
The grant of Awards shall in no way affect the Company’s right to adjust, reclassify, reorganize or otherwise change its
capital or business structure or to merge, consolidate, dissolve, liquidate or sell or transfer all or any part of its
business or assets.
6.No Fractional Shares
In the event of any adjustment in the number of shares covered by any Award, each such Award shall cover only the
number of full shares resulting from such adjustment, and any fractional shares resulting from such adjustment shall
be disregarded.
7.Section 409A
Notwithstanding any other provision of the Plan to the contrary, (a) any adjustments made pursuant to this Section 12
to Awards that are considered “deferred compensation” within the meaning of Section 409A shall be made in
compliance with the requirements of Section 409A and (b) any adjustments made pursuant to this Section 12 to
Awards that are not considered “deferred compensation” subject to Section 409A shall be made in such a manner as to
ensure that after such adjustment the Awards either (i) continue not to be subject to Section 409A or (ii) comply with
the requirements of Section 409A.
SECTION 13.  CODE SECTION 162(m) PROVISIONS
Notwithstanding any other provision of the Plan to the contrary, if the Committee determines, at the time Awards are
granted to a Participant who is, or is likely to be as of the end of the tax year in which the Company would claim a tax
deduction in connection with such Award, a Covered Employee, then the Committee may provide that this Section 13
is applicable to such Award.
1.Performance Criteria
(a)If an Award is subject to this Section 13, then the lapsing of restrictions thereon and the distribution of cash, shares
of Common Stock or other property pursuant thereto, as applicable, shall be subject to the achievement of one or more
objective performance goals established by the Committee, which shall be based on the attainment of specified levels
of one of or any combination of the following “performance criteria” for the Company as a whole or any business unit of
the Company, as reported or calculated by the Company: total stockholder return, stock price increase, return on
equity, return on capital, earnings per share, EBIT (earnings before interest and taxes), EBITDA (earnings before
interest, taxes, depreciation and amortization or earnings before interest, taxes, depreciation and amortization and cost
basis in real property sold), EBITDDA (earnings before interest, taxes, depletion, depreciation and amortization or
earnings before interest, taxes, depletion, depreciation and amortization and cost basis in real property sold), ongoing
earnings, cash flow (including operating cash flow, free cash flow, discounted cash flow return on investment, and
cash flow in excess of costs of capital), EVA (economic value added), economic profit (net operating profit after tax,
less a cost of capital charge), FFO (funds from operations equal to net income plus non-cash charges for depletion,
depreciation and amortization and the cost basis in real property sold), SVA (stockholder value added), revenues, net
income, operating income, pre-tax profit margin, performance against business
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plan, market share, operating margins, credit rating, dividend payments, expenses, retained earnings, working capital,
financial ratios, yield on investment, completion of acquisitions, divestitures and corporate restructurings (together,
the “Performance Criteria”).
(b)Such performance goals also may be based on the achievement of specified levels of Company performance (or
performance of an applicable affiliate or business unit of the Company) under one or more of the Performance Criteria
described above relative to the performance of other corporations. Such performance goals shall be set by the
Committee within the time period prescribed by, and shall otherwise comply with the requirements of, Section 162(m)
of the Code, or any successor provision thereto, and the regulations thereunder.
(c)The Committee may provide in any such Award that any evaluation of performance may include or exclude any of
the following events that occurs during a performance period: (i) asset write-downs, (ii) litigation or claim judgments
or settlements, (iii) the effect of changes in tax laws, accounting principles, or other laws or provisions affecting
reported results, (iv) any reorganization and restructuring programs, (v) extraordinary nonrecurring items as described
in Accounting Standards Codification 225-20 (or any successor provision) and/or in Management’s Discussion and
Analysis of Financial Condition and Results of Operations appearing in the Company’s annual report to stockholders
for the applicable year, (vi) acquisitions or divestitures, (vii) foreign exchange gains and losses, (viii) gains and losses
on asset sales, and (ix) impairments. To the extent such inclusions or exclusions affect Awards to Covered Employees,
they shall be prescribed in a form that satisfies the requirements for “performance-based compensation” within the
meaning of Section 162(m)(4)(C) of the Code, or any successor provision thereto.
2.Compensation Committee Certification; Adjustment of Awards
(a)After the completion of each performance period, the Compensation Committee shall certify the extent to which
any performance goal established under this Section 13 has been satisfied, and the amount payable as a result thereof,
prior to payment, settlement or vesting, as applicable, of any Award subject to this Section 13.
(b)Notwithstanding any provision of the Plan other than Section 12, with respect to any Award that is subject to this
Section 13, the Committee may adjust downwards, but not upwards, the amount payable pursuant to such Award, and
the Committee may not waive the achievement of the applicable performance goals except in the case of the death or
disability of the Covered Employee.
3.Limitations
(a)No Covered Employee may be granted Awards other than Performance Units subject to this Section 13 in the
aggregate in any calendar-year period with respect to more than 300,000 shares of Common Stock for such Awards,
except that the Company may make additional one-time grants of such Awards for up to 300,000 shares to newly
hired or newly promoted individuals, which numbers shall be calculated and adjusted pursuant to Section 12.1 in a
manner that satisfies the requirements for “performance-based compensation” within the meaning of
Section 162(m)(4)(C) of the Code, or any successor provision thereto. The maximum dollar value payable with
respect to Performance Units or other awards payable in cash subject to this Section 13 and granted to any Covered
Employee in any calendar-year period is $10,000,000.
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(b)The Committee shall have the power to impose such other restrictions on Awards subject to this Section 13 as it
may deem necessary or appropriate to ensure that such Awards satisfy all requirements for “performance-based
compensation” within the meaning of Section 162(m)(4)(C) of the Code, or any successor provision thereto.

SECTION 1.  RECOVERY OF COMPENSATION
Notwithstanding any other provision of the Plan to the contrary and to the maximum extent allowed by law, Awards
granted under the Plan shall be subject to (a) the Potlatch Corporation Incentive Compensation Recovery Policy, as it
may be amended from time to time, and (b) any other compensation recovery policies as may be adopted from time to
time by the Company to comply with applicable law and/or stock exchange requirements, or otherwise, to the extent
determined by the Committee in its discretion to be applicable to a Participant.
SECTION 14.  AMENDMENT AND TERMINATION
1.Amendment, Suspension or Termination
The Board or the Compensation Committee may amend, suspend or terminate the Plan or any portion of the Plan at
any time and in such respects as it shall deem advisable; provided, however, that, to the extent required by applicable
law, regulation or stock exchange rule, stockholder approval shall be required for any amendment to the Plan; and
provided, further, that any amendment that requires stockholder approval may be made only by the Board. Subject to
Section 15.3, the Committee may amend the terms of any outstanding Award, prospectively or retroactively.
2.Term of the Plan
Unless sooner terminated as provided herein, the Plan shall automatically terminate ten years from the Effective Date.
After the Plan is terminated, no future Awards may be granted, but Awards previously granted shall remain
outstanding in accordance with their terms and conditions and the Plan’s terms and conditions.
3.Consent of Participant
The amendment, suspension or termination of the Plan or a portion thereof or the amendment of an outstanding Award
shall not, without the Participant’s consent, materially adversely affect any rights under any Award theretofore granted
to the Participant under the Plan. Notwithstanding the foregoing, any adjustments made pursuant to Section 12 shall
not be subject to these restrictions.
SECTION 15.  GENERAL
1.No Individual Rights
(a)No individual or Participant shall have any claim to be granted any Award under the Plan, and the Company has no
obligation for uniformity of treatment of Participants under the Plan.
(b)Furthermore, nothing in the Plan or any Award granted under the Plan shall be deemed to constitute an
employment contract or confer or be deemed to confer on any Participant any right to continue in the employ of, or to
continue any other relationship with,

A-18

Edgar Filing: ALVARION LTD - Form 6-K

120



the Company or any Related Company or limit in any way the right of the Company or any Related Company to
terminate a Participant’s employment or other relationship at any time, with or without cause.

2.Issuance of Shares
(a)Notwithstanding any other provision of the Plan, the Company shall have no obligation to issue or deliver any
shares of Common Stock under the Plan or make any other distribution of benefits under the Plan unless, in the
opinion of the Company’s counsel, such issuance, delivery or distribution would comply with all applicable laws
(including, without limitation, the requirements of the Securities Act or the laws of any state or foreign jurisdiction)
and the applicable requirements of any securities exchange or similar entity.
(b)The Company shall be under no obligation to any Participant to register for offering or resale or to qualify for
exemption under the Securities Act, or to register or qualify under the laws of any state or foreign jurisdiction, any
shares of Common Stock, security or interest in a security paid or issued under, or created by, the Plan, or to continue
in effect any such registrations or qualifications if made.
(c)The inability of the Company or impracticability for the Company, as determined by the Committee in its sole
discretion, to obtain or maintain approval from any regulatory body having jurisdiction or to comply with applicable
requirements, which approval and compliance are deemed by the Company’s counsel to be necessary to the lawful
issuance, delivery, and sale of any shares of Common Stock, shall relieve the Company of any liability in respect of
the failure to issue, deliver, or sell such shares as to which the requisite approval has not been obtained or as to which
any necessary requirements are not met.
(d)As a condition to the receipt of Common Stock pursuant to an Award under the Plan, the Company may require
(i) the Participant to represent and warrant at the time of any such exercise or receipt that such shares are being
purchased or received only for the Participant’s own account and without any present intention to sell or distribute such
shares and (ii) such other action or agreement by the Participant as may from time to time be necessary to comply with
federal, state and foreign securities laws. At the option of the Company, a stop-transfer order against any such shares
may be placed on the official stock books and records of the Company, and a legend indicating that such shares may
not be pledged, sold or otherwise transferred, unless an opinion of counsel is provided (concurred in by counsel for the
Company) stating that such transfer is not in violation of any applicable law or regulation, may be stamped on stock
certificates to ensure exemption from registration. The Committee may also require the Participant to execute and
deliver to the Company a purchase agreement or such other agreement as may be in use by the Company at such time
that describes certain terms and conditions applicable to the shares.
(e)To the extent the Plan or any instrument evidencing an Award provides for issuance of stock certificates to reflect
the issuance of shares of Common Stock, the issuance may be effected on a noncertificated basis, to the extent not
prohibited by applicable law or the applicable rules of any stock exchange.
3.Indemnification
(a)Each person who is or shall have been a member of the Board, the Compensation Committee or a committee of the
Board, or an officer of the Company to
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whom authority was delegated in accordance with Section 3, shall be indemnified and held harmless by the Company
against and from any loss, cost, liability or expense that may be imposed upon or reasonably incurred by such person
in connection with or resulting from any claim, action, suit or proceeding to which such person may be a party or in
which such person may be involved by reason of any action taken or failure to act under the Plan and against and from
any and all amounts paid by such person in settlement thereof, with the Company’s approval, or paid by such person in
satisfaction of any judgment in any such claim, action, suit or proceeding against such person; provided, however,
unless such loss, cost, liability or expense is a result of such person’s own willful misconduct or except as expressly
provided by statute, that such person shall give the Company an opportunity, at its own expense, to handle and defend
the same before such person undertakes to handle and defend it on such person’s own behalf.
(b)The foregoing right of indemnification shall not be exclusive of any other rights of indemnification to which such
person may be entitled under the Company’s certificate of incorporation or bylaws, as a matter of law, or otherwise, or
of any power that the Company may have to indemnify or hold harmless.

4.No Rights as a Stockholder
Unless otherwise provided by the Committee or in the instrument evidencing the Award or in a written employment,
services or other agreement, no Award, other than a Stock Award or Restricted Stock Award, shall entitle the
Participant to any cash dividend, voting or other right of a stockholder unless and until the date of issuance under the
Plan of the shares that are the subject of such Award.
5.Compliance with Laws and Regulations
(a)The Plan and Awards granted under the Plan are intended to be exempt from the requirements of Section 409A to
the maximum extent possible, whether pursuant to the short-term deferral exception described in Treasury Regulation
Section 1.409A-1(b)(4) or otherwise. To the extent Section 409A is applicable to the Plan or any Award granted under
the Plan, it is intended that the Plan and any Awards granted under the Plan comply with the deferral, payout and other
limitations and restrictions imposed under Section 409A. Notwithstanding any other provision of the Plan or any
Award granted under the Plan to the contrary, the Plan and any Award granted under the Plan shall be interpreted,
operated and administered in a manner consistent with such intentions. Without limiting the generality of the
foregoing, and notwithstanding any other provision of the Plan or any Award granted under the Plan to the contrary,
(i) with respect to any payments and benefits under the Plan or any Award granted under the Plan to which
Section 409A applies, all references in the Plan or any Award granted under the Plan to the termination of the
Participant’s employment or service are intended to mean the Participant’s “separation from service,” within the meaning
of Section 409A(a)(2)(A)(i) of the Code, and (ii) each payment made under this Plan and any Award granted under the
Plan shall be treated as a separate payment and the right to a series of installment payments under this Plan or any
such Award shall be treated as a right to a series of separate payments. In addition, if the Participant is a “specified
employee,” within the meaning of Section 409A, then to the extent necessary to avoid subjecting the Participant to the
imposition of any additional tax under Section 409A, amounts that would otherwise be
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payable under the Plan or any Award granted under the Plan during the six-month period immediately following the
Participant’s “separation from service,” within the meaning of Section 409A(a)(2)(A)(i) of the Code, shall not be paid to
the Participant during such period, but shall instead be accumulated and paid to the Participant (or, in the event of the
Participant’s death, the Participant’s estate) in a lump sum on the first business day after the earlier of the date that is six
months following the Participant’s separation from service or the Participant’s death. Notwithstanding any other
provision of the Plan to the contrary, the Committee, to the extent it deems necessary or advisable in its sole
discretion, reserves the right, but shall not be required, to unilaterally amend or modify the Plan and any Award
granted under the Plan so that the Award qualifies for exemption from or complies with Section 409A of the Code;
provided, however, that the Committee makes no representations that Awards granted under the Plan shall be exempt
from or comply with Section 409A of the Code and makes no undertaking to preclude Section 409A from applying to
Awards granted under the Plan.
(b)Also notwithstanding any other provision of the Plan to the contrary, the Board or the Committee shall have broad
authority to amend the Plan or any outstanding Award without the consent of the Participant to the extent the Board or
the Committee deems necessary or advisable to comply with, or take into account, changes in applicable tax laws,
securities laws, accounting rules or other applicable laws, rules or regulations.

6.Participants in Other Countries or Jurisdictions
Without amending the Plan, the Committee may grant Awards to Eligible Persons who are foreign nationals on such
terms and conditions different from those specified in the Plan as may, in the judgment of the Committee, be
necessary or desirable to foster and promote achievement of the purposes of the Plan and shall have the authority to
adopt such modifications, procedures, subplans and the like as may be necessary or desirable to comply with
provisions of the laws or regulations of other countries or jurisdictions in which the Company or any Related
Company may operate or have employees to ensure the viability of the benefits from Awards granted to Participants
employed in such countries or jurisdictions, meet the requirements that permit the Plan to operate in a qualified or
tax-efficient manner, comply with applicable foreign laws or regulations and meet the objectives of the Plan.
7.No Trust or Fund
The Plan is intended to constitute an “unfunded” plan. Nothing contained herein shall require the Company to segregate
any monies or other property, or shares of Common Stock, or to create any trusts, or to make any special deposits for
any immediate or deferred amounts payable to any Participant, and no Participant shall have any rights that are greater
than those of a general unsecured creditor of the Company.
8.Successors
All obligations of the Company under the Plan with respect to Awards shall be binding on any successor to the
Company, whether the existence of such successor is the result of a direct or indirect purchase, merger, consolidation,
or otherwise, of all or substantially all the business and/or assets of the Company.
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9.Severability
If any provision of the Plan or any Award is determined to be invalid, illegal or unenforceable in any jurisdiction, or
as to any person, or would disqualify the Plan or any Award under any law deemed applicable by the Committee, such
provision shall be construed or deemed amended to conform to applicable laws, or, if it cannot be so construed or
deemed amended without, in the Committee’s determination, materially altering the intent of the Plan or the Award,
such provision shall be stricken as to such jurisdiction, person or Award, and the remainder of the Plan and any such
Award shall remain in full force and effect.
10.Choice of Law and Venue
The Plan, all Awards granted thereunder and all determinations made and actions taken pursuant hereto, to the extent
not otherwise governed by the laws of the United States, shall be governed by the laws of the State of Washington
without giving effect to principles of conflicts of law. Participants irrevocably consent to the nonexclusive jurisdiction
and venue of the state and federal courts located in the State of Washington.
11.Legal Requirements
The granting of Awards and the issuance of shares of Common Stock under the Plan are subject to all applicable laws,
rules and regulations and to such approvals by any governmental agencies or national securities exchanges as may be
required, whether located in the United States or a foreign jurisdiction.
SECTION 16.  EFFECTIVE DATE
The effective date (the “Effective Date”) is the date on which the Plan is approved by the stockholders of the Company.
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