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PART |

Iltem 17 Financial Statements

GLATFELTER CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

In thousands, except per share

Net sales
Costs of products sold
Gross profit

Selling, general and administrative expenses

Gains on dispositions of plant, equipment and timberlands, ne

Operating income
Non-operating income (expense)
Interest expense
Interestincome
Pension settlement expenses, net
Other, net
Totalnonoperating expense

Income from continuing operations before income taxes

Income tax provision
Income (loss) from continuing operations

Discontinued operations:
Loss before income taxes
Income tax provision
Loss from discontinued operations
Net income (loss)

Basic earnings per share
Income (loss) from continuing operations
Loss from discontinued operations
Basic earnings per share

Diluted earnings per share
Income (loss) from continuing operations
Loss from discontinued operations
Diluted earnings per share

Weighted average shares outstanding
Basic
Diluted

(unaudited)
Three months ended Six months ended
June 30 June 30
2021 2020 2021 2020
$ 244911 $ 216,182 $ 470,58: $ 447,74:
209,357 184,12( 395,73¢ 378,87¢
35,554 32,065 74,85( 68,86¢E
28,984 23,551 51,811 48,072
(1,559 (597) (2,403) (597)
8,122 9,10¢ 25,442 21,39C
a,772) (1,759 (3,303 (3,537
11 87 31 351
o] (6,330) o) (6,403
(849) (835) (1,073 (1,515)
(2,610) (8,837) (4,345) (11,104
5,513 272 21,097 10,28¢
4,021 2,553 11,211 5,161
1,492 (2,281) 9,88¢€ 5,125
(82) (135) (82) (135)
o) o) o) o)

(82) (135) (82) (135)
$ 141C $ (2,416) $ 9,804 $ 4,99C
$ 003 $ (0.05 $ 022 $ 0.12
8 3 B (0.01)
$ 003 $ (0.05 $ 022 $ 0.11
$ 0.03 $ (0.05 $ 022 $ 0.12
o) o] o] (0.01)
$ 0.03 $ (0.05) $ 022 $ 0.11
44 563 44,345 44,507 44,30¢
44 872 44 34% 44 .86¢ 44,541

The accompanying notes are an integral part of these condensed consolidated financial statements.
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GLATFELTER CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(unaudited)
Three months ended Six months ended
June 30 June 30
In thousands 2021 2020 2021 2020
Net income (loss) $ 141C $ (2,416) $ 9,804 $ 4,99C
Foreign currency translation adjustments 3,84¢€ 5,891 (9,347) (8,012
Net change in:
Deferred gains (lossg®n cash flow hedges, net of taxes
of $114, $295, $(1,187)and %696, respectively (316) (552) 2,94E (1,869)
Unrecognized retirement obligations, net of taxes
of $(14), $52, $(87)and $.03, respectively 150 (99) 242 (200)
Other comprehensive income (loss) 3,68C 5,24C (6,160C) (10,081)
Comprehensive income (loss) $ 5,09C $ 2824 $ 3,644 $ (5,091)

The accompanying notes are an integral part of these condensed consolidated financial statements.
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GLATFELTER CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(unaudited)
June 30 December 31
In thousands 2021 2020
Assets
Cash and cash equivalents $ 84,162 $ 99,581
Accounts receivable, net 144,15! 122,81°
Inventories 220,20¢ 196,23(
Prepaid expenses and other current assets 43,57¢ 34,29
Totalcurrent assets 492,10: 452,92t
Plant, equipment and timberlands, net 621,10: 543,267
Goodwill 195,46: 164,36¢
Intangible assets, net 95,02: 81,83t
Other assets 56,401 44 48¢
Totalassets $ 1,460,090 $ 1,286,88:
Liabilities and Shareholders' Equity
Current portion of longerm debt $ 24267 % 25,057
Shortterm debt 11,88¢ o}
Accounts payable 122,83« 127,50¢
Dividends payable 6,238 5,98¢
Environmentalliabilities 3,20¢ 3,70C
Othercurrent liabilities 73,93( 71,09:¢
Totalcurrent liabilities 242,35« 233,34
Longterm debt 445,26! 288,46¢
Deferred income taxes 77,12 77,131
Other longterm liabilities 124,10° 110,01
Totalliabilities 888,84! 708,94¢
Commitments and contingencies o} o}
Sharehol dersé equity
Common stock 544 544
Capitalin excess of pamlue 62,79¢ 63,261
Retained earnings 720,93« 723,36¢
Accumulated othercomprehensive loss (64,817 (58,659
719,46: 728,51"
Less cost of common stock in treasury (148,216 (150,585
Totals hareholdersé equity 571,24! 577,93:
Total |liabilities and shareholders $ 1,460,09¢ $ 1,286,88:

The accompanying notes are an integral part of these condensed consolidated financial statements.
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GLATFELTER CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)
Six months ended
June 30
In thousands 2021 2020
Operating activities
Net income $ 9,80¢ $ 4,99(
Loss fromdiscontinued operations, net of taxes 82 135
Adjustmentsto reconcile to net cash provided (used) by continuing operations:
Depreciation, depletion and amortization 28,46¢ 29,60¢
Amortization of debtissue costs and original issue discount 30¢ 293
Asset impairment charge o} 90C
Deferred income tax provision (benefit) 61€ (2,432)
Gains on dispositions of plant, equipment éintherlands, net (2,409 (597)
Sharebased compensation 2,537 2,371
Change in operating assets and liabilities:
Accounts receivable (11,539 1,38¢
Inventories (21,870 (7,450
Prepaid andther current assets 3,371 1,757
Accounts payable (4,542) (33,062
Accruals and other current liabilities (5,847 2,51C
Other 2,36: 2,18t
Net cash provided (used) by operating activities fmamtinuing operations 1,36¢ (912
Investing activities
Expenditures for purchases of plant, equipment and timberlands (11,217 (12,019
Proceeds from disposals of plant, equipment and timberlands, net 2,51C 613
Acquisition, net of cash acquired (172,33) o}
Other (104) (50)
Net cash used by investing activities from continuing operations (181,13¢) (11,449
Financing activities
Proceeds fronshortterm debt 11,72¢ o}
Net borrowings underrevolving credit facility 178,07" 0
Payments of borrowing costs (35) o}
Repayment of term loans (12,159 (11,300
Payments of dividends (11,999 (11,519
Paymentsrelated to shalveased compensation awards and other (479 (362
Net cash provided (used) by financing activities from continuing operations 165,13¢ (23,175
Effect of exchange rate changes on cash (1,432) (1293
Net decrease in cash, cash equivalents and restricted cash (16,065 (35,659
Decrease in cash, cash equivalents and restricted cash from discontinued oper: (239 (945)
Cash, cash equivalents amdtricted cash at the beginning of period 111,66¢ 126,20
Cash, cash equivalents and restricted cash atthe end of period 95,36: 89,59¢
Less: restricted cashin Prepaid expenses and other current assets (2,000 (2,000
Less: restricted cash in Other assets (9,197 (10,979
Cash and cash equivalents at the end of period $ 84,165 $ 76,61¢
Supplemental cash flow information
Cash paid for:
Interest $ 292 % 3,17¢
Income taxes, net 7,09¢ 4,66¢

The accompanying notes are an integral part of these condensed consolidated financial statements.
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GLATFELTER CORPORATION AND SUBSIDIARIES
STATEMENTS OF SHAREHOL DERS EQUITY

(unaudited)
Accumulated
Capitalin Other Total
Common Excessf Retained Comprehensi Treasury Shareh
In thousands stock ParValue Earnings Loss Stock Equity
Balance at April 1, 2021 $ 544 % 62,57¢ $ 725,75 $ (68,499 $ (149,32) $ 571,061
Netincome 1,410 1,410
Other comprehensive income 3,680 3,680
Comprehensive income 5,090
Cash dividends declared ($0.14 per share) (6,232) (6,232)
Sharebased compensation expense 1,329 1,329
Delivery of treasury shares
RSUs and PSAs (1,109 1,106 (3)
Balance at June 30,2021 $ 544  $ 62,79¢ $ 72093¢ % (64,819 $ (148,216 $ 571,24¢
Balance at April 1, 2020 $ 544 3% 59,62: $ 727,44C $ (93217) $ (151,48) $ 542,91C
Net loss (2,416) (2,416)
Other comprehensive income 5,240 5,240
Comprehensive income 2,824
Cash dividends declaredd4.35per share) (5,989) (5,989
Sharebased compensation expense 1,292 1,292
Delivery of treasury shares
RSUs and PSAs (865) 850 (15)
Employee stock options exercisgédnet (68) 45 (23)
Balance at June 30, 2020 $ 544 $ 59,98. $ 719,03 3 (87,977 _$ (150,58) $ 540,99¢
Balance at January 1, 2021 $ 544 $ 63,261 $ 723,368 $ (58,65 $ (150,58) $ 577,93
Netincome 9,804 9,804
Other comprehensive loss (6,160) (6,160
Comprehensive income 3,644
Cash dividends declaredd®75per share) (12,23%) (12,23%)
Sharebased compensation expense 2,537 2,537
Delivery of treasury shares
RSUs and PSAs (3,002 2,369 (633)
Balance at June 30,2021 $ 544 % 62,79¢ $ 72093 % (64,819 $ (148,216 $ 571,24
Balance at January 1,2020 $ 544 $ 59,90 $ 725,79 % (77,89¢0 $ (152,38) $ 555,95¢
Netincome 4,990 4,990
Other comprehensive loss (10,08)) (10,08))
Comprehensive loss (5,091)
Cash dividends declaredd®65per share) (11,750 (11,750
Sharebased compensation expense 2,377 2,377
Delivery of treasury shares
RSUs and PSAs (2,078) 1,657 (421)
Employee stock options exercis@édnet (217) 142 (75)
Balance at June 30, 2020 $ 544 % 59,98: $ 719,03t 3 (87,977 $ (150,58) $ 540,99¢

The accompanying notes aae integral part of these condensed consolidated financial statements.
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GLATFELTER CORPORATION AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudied)

1. ORGANIZATION

Glatfelter Caporationand u b si di ar i eis aléaditylglabalfsupplier ef ergiheered mate@us.high-quality,
innovative and customizable solutions are found in tea and siegle coffee filtration, personalhygieaad packaging produgtas
well as home improvement and industrial applications. We are headquart€teairiatte, NC and operatedcilities in the United
States, Canada, Germany, France, the United Kingdom and the Philippadsve sales and distribution offices in thited
StatesEuropeRussia, ItalyandChina Our products are marketed worldwide, either directly to custemiethrough brokers and
agents. The terms fiwe,0 fius, 0 fiour, o0 Athe Company, dheor i Gl a
context indicates otherwise.

2. ACCOUNTING POLICIES

Basis of PresentationThe unaudited condensedconsi dat ed financial statements (Afin
of Glatfelter and its wholyowned subsidiaries. All intercompany balances and transactions have been eliminated.

We prepared these financial statementsin accordance with accounting principles generally accepted in the United States of
America (fAigenerally accepted accounting principleso or AGAA
Excharge Commission pertaining to interim financialstatements. In ouropinion, the financialstatements reflect all nornirad, recurr
adjustments needed to present fairly our results for the interim periods. When preparing these financial statementssuenteave
you have read the audited consolidated financial statements included2@2@Annual Report on Form 1&.

Discontinued OperationsThe results of operatiomsnd cash flows obur former Specialty Papers business have been classified
asdiscontinuedperationsfor all periods presented in the condensed consolidated statements of income.

Accounting EstimatesThe preparation of financialstatements in conformity with GAAP requires management to make estimate
and assumptions that affect the reportatbaints of assets and liabilities and disclosures of contingencies as of the balance sheet date
and the reported amounts of revenues and expenses during the reporting period. Management believes the estimatesamsl assump
used in the preparation of thdgencial statements are reasonable, based upon currently available facts and known circumstances,
recognizes actualresults may differ from those estimates and assumptions.

Recently Issued Accounting Pronouncementsin DecembeR019, the ihancial Accounting Standards Bodsdued
Accounting Standards Update Ne19-12,Income Taxes (Topic 740): Simplifying the Accounting forlIncome TaXe&a S U No .
20191 2 oThe update eliminates, clarifies, and modifiegtainguidance relagd to the accounting for income taxXés&e adopted
ASU No. 201912effective January 1,2021 andlid not have a materialimpaah our financiastatements.

3. ACQUISITION

On May 13,2021, we completed the acquisit@irall the outstanding equity intests in GeorgigPacific Mt. Holly LLC,
GeorgiaPacific's U.S. nonwovens businesgifunt Holly"), for $170.7 million, subjectto customary pestosing purchase price
adjustments. This business includes the Mount Holly, NC manufacturing facility with annual production capacity of apgyoximate
37,000 metric tons and an R&D center and pilot line for nonwoverkgtalevelopmentin Memphis, TNhe Mount Holly facility
produces higlquality airlaid products for the wipes, hygiene, and other nonwoven materials markets, competing in the marketplace
with nonwoven technologies and substrates, as well as other matecased primarily on consumerbased-esd applications. The
facility employs approximatelyd0 peopleMountHoly6s results are reported prospectivel
Airlaid Materialssegmen Mount Holly had annualnet sale$ approximately $100 million in 2020

The acquisition was financed through a combination of cash on hand and borrowings under our revolving credit facility.

The preliminary purchase price allocation set forth in the following table is based on athatfon available to us at the present
time and is subjectto change. In the event new inform&eaomes availablpyimarily related to the finalization gfostclosing
working capitaladjustments, the measurement of the amount of goodwill reflecteblenadfiected.
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Thefollowing table summarizgsreliminary allocation of the purchase price to assets acquired and liabilties assumed is as
follows:

Preliminary
In thousands Allocation
Assets
Accounts receivable $ 11,57¢
Inventory 7,031
Prepaid and other current assets 11
Plant, equipment and timberlands 100,49¢
Intangible assets 20,00(
Goodwill 36,04t
Other assets 8,041
Totalassets 183,202
Liabilities
Accounts payable 2,587
Other current liabilities 2,017
Other longterm liabilities 7,865
Total liabilities 12,46¢
Total purchase price $ 170,73¢

For purposes of allocating the total purchase price, assets acquired and liabilties assumed are recorded at thefagstimated
market value. The allocation set forth ab ovakationstechmiguessdch@asn ma
discounted cash flow models, appraisals and similar methodologies. The amount allocated to intangible assets repragratethe e
value of customerrelationships.

Acquired property, plantand equipment are being deprec@tedstraightine basis with estimated remaining lives ranging
fromfive years ta35 years. Intangible assets are being amortized on a stfimighiasis over an estimated remaining lifeLafyears
reflecting the expected future value.

In connection with thd&lount Holly acquisition we recorded $8.0million of goodwill and $20.0 million oidentifiable
intangible assetonsisting of customer relationshipehe goodwill arising from the acquisition largely relates to strategic benefits,
product and market diversification, assembled workforce, and similar factors. For tax purposes, the goodwill is dederctible
years

Revenue and operatingincomehMddunt Holly included in our consolidated results of operations f&@120taled $.0.1
milion and $L.3million, respectively. The following table summarizes unaudited pro forma financialinformation as if the acquisition
occurred asof January 1,20

Three months ended Six months ended
(unaudited) June 30 June 30
In thousands, except per share 2021 2020 2021 2020
Pro forma
Net sales $ 254,452 $ 241,641 $ 501,08: $ 498,352
Income (loss) from continuing operations (919) (766) 7,824 8,28¢
Income (loss) per share from continuing operations (0.02) (0.02) 0.17 0.19

The pro forma financialinformation set forth above forthe three months ended and the six months ended Jun@m8iida321
$3.7milion and $43million, respectively, of on¢ime costs directly related to the Mount Holly transact®uch costs are presented
under the caption ASelling, gener al and admini atemematgofincamee x p €
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4, REVENUE

The following tables set forth disaggregated information pertainingto our net sales:

Three months ended

Six months ended

June 30 June 30
In thousands 2021 2020 2021 2020
CompositeFibers
Food & beverage $ 73,53 $ 73,014 $ 150,48t $ 144,481
Wallcovering 24,18: 11,25¢ 46,811 31,152
Technical specialties 24,70¢ 18,81¢ 48,20: 38,82¢
Composite laminates 10,54¢ 8,126 20,35¢ 17,88¢
Metallized 8,624 10,92: 16,981 22,50¢
141,59 122,137 282,84 254,84¢
Airlaid Materials
femimnelvoiene 47,18t 50,66¢ 94,82t 100,76<
Specialty wipes 21,371 20,947 37,287 38,15¢
Tabletop 17,18¢ 5,529 24,051 20,581
Adultincontinence 5,083 5,011 9,761 11,15¢
Home care 6,339 6,278 10,26 11,49(
Other 6,148 5,613 11,55: 10,74¢
103,31: 94,04¢ 187,73¢ 192,89t
$ 244911 $ 216,18 $ 470,58 3 447 74%
Three months ended Six months ended
June 30 June 30
In thousands 2021 2020 2021 2020
Composite Fibers
Europe, Middle East and Africa $ 85,79¢ $ 68,807 $ 172,741  $ 148,40z
Americas 35,36¢ 33,35: 67,21( 66,07¢
Asia Pacific 20,43: 19,97¢ 42,89¢ 40,37:
141,59 122,137 282,841 254,84¢
Airlaid Materials
Europe, Middle East and Africa 49,55 45,87¢ 94,62¢ 98,59¢
Americas 52,031 45,26 89,51¢ 89,64¢
Asia Pacific 1,730 2,905 3,598 4,648
103,31: 94,04¢ 187,73¢ 192,89t
$ 244911 $ 216,18 $ 47058 $ 447 745

5. RESTRUCTURING

In the first quartero2020 we announced restructuringactions within the Composite Fibers operating segment. The actions

primarily consisted of the consolidation of our metallizing operation from Gernsbach, Germany to our Caerphilly, U.K. site.
Six months ended

Three months ended

June 30 June 30

In thousands 2020 2020
Severance and benefibntinuation $ 2,689 $ 6,142
Accelerated depreciation 1,352 3,88t
Inventory and spare parts 935 935
Other 91 91
Total $ 5,067 $ 11,054

The restructuring chargeise corded under the caption ACosts of

product

statements of income for the three months and six months ended@2@20The amounts accrued for severance and benefit
continuation are recorded ather current liabilities in the accompanying condensed consolidated balance sheet a80f20de
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and December 31, 2020he accrued and unpaid restructuring charge totaled approximately $0.2 milion and $1.0 milion as of June
30,2021 and Decembel 32020, respectivelWith the exception of the severance and benefit continuation amounts, substantially all
other amounts accrued represent accelerategcash asset writdowns

6. ASSET IMPAIRMENT

During the second quarter of 2020gdonnectiorwith an assessment of potentialimpairment of indefinite lived intangible
assets, we recordedb0.9milion non-cash assetimpairment charge related to a trade name intangible asset acquired in connection
with our Composite Fi be uistionsThegchaege wad due 8 dhdngelir teeestimated faicvglue of the
trade name, primarily driven by lower forecasted wallcover revenues associated with economic instability in Russia amandkrain
incrementalimpacts from the COVII® pandemic othis businessThe charge is recorded in the accompanyingcondensed
consolidated statements of income under the captionetivdel |l in
estimated using a discounted cash flow model, L8Vealir value classification.

7.  GAINS ON DISPOSITION OF PLANT, EQUIPMENT AND TIMBERLANDS

The following table sets forth sale§timberlands and other assets completed during thesbrshonths of 221 and 2020

Dollars in thousands Acres Proceeds Gain
2021
Timberlands 936 $ 2510 $ 2,403
Other n/a o)
Total $ 2510 $ 2,403
2020
Timberlands 216 $ 613 $ 601
Other n/a o) (4)
Total $ 613 $ 597

8. DISCONTINUED OPERATIONS

On October 31, 2018, we completed the previously announced sale of our Specialty Papers business on a cash free and debt
basis to Pixelle Specialty Solutions LLC, an affiiateof Lind&ay | dber g (t he APurchasero) for $:

For boththe three months and six months ended June 30,,282feported a net loss from discontinued operations of $82
thousand compared with a netloss of $135 thousaeadh othe same periods of 2020.

The following table sets forth a summary of cash flows from discontinued operations which is included in the condensed
consolidated statements of cash flows:

Six months ended

June 30
In thousands 2021 2020
Net cash used byperating activities $ (238) $ (945)
Net cash used by investing activities 3 3
Net cash provided by financing activities ) )
Change in cash and cash equivalents from discontinued operations $ (238) $ (945)

-10-
GLATFELTER
Form 16Q



9. EARNINGS PER SHARE

The following table sets forth the details of basic and d
Three months ended Six months ended
June 30 June 30
In thousands, except per share 2021 2020 2021 2020
Income (loss) from continuing operations $ 1,492 $ (2,281) $ 9,88¢ $ 5,125
Weighted average common shares outstanding used in basic EF 44,562 44,34: 44,507 44,30¢
Common shares issuable upon exercise of dilutive stock options
and PSAs /RSUs 309 o) 358 232
Weighted average common shares outstanding and common shi
equivalents used in diluted EPS 44,872 44,347 44 ,86¢ 44,541
Earnings (loss) per share from continuing operations
Basic $ 0.03 $ (0.05 % 0.22 $ 0.12
Diluted 0.03 (0.05) 0.22 0.12

The following table sets forth potentialcommon shares outstandingthat were notincluded in the computation of dilided EPS f
the periods indicated, becaubeir effect would be andilutive:

Three months ended Six months ended
June 30 June 30
In thousands 2021 2020 2021 2020
Potential common shares 1,082 1,129 1,082 1,129
-11-
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10. ACCUMULATED OTHER COMPREHENSIVE INCOME

The following table sets forth details of the changes in accumulated other comprehensive income (lossefydenttonths and
six months ended Juid®, 2021and2020

Change in
Unrealized other
Currency gain (loss) ol postretiremer
translation cash flav Change in defined
In thousands adjustments hedges pensions benefit plans Total
Balance at April 1, 2021 $ (55,718 $ 765 $ (12,706 $ (834) $ (68,497
Other comprehensive income (loss) before reclassification
(net of tax) 3,846 (341) o) o) 3,50%
Amounts reclassified from accumulated
other comprehensive income (net of tax) o] 25 197 (47) 175
Net current period other comprehensive income (loss) 3,846 (316) 197 (47) 3,68C
Balance at June 30, 2021 $ (51872 $ 449 $ (12,509 $ (881) $ (64,817
Balance at April 1, 2020 $ (90,249 $ 2,99¢ $ (7,10%) $ 1,138 $ (93,21))
Other comprehensive income before reclassifications (net
tax) 5,891 516 o] o} 6,407
Amounts reclassified from accumulated
other comprehensive income (net of tax) o] (1,06€) 149 (248) (1,167)
Net current period other comprehensive income (loss) 5,891 (552) 149 (248) 5,24C
Balance at June 30, 2020 $ (84,358 $ 2,447 $ (6,95€) $ 890 $ (87,97)
Balance at January 1, 2021 $ (42,5525 $ (2,496) $ (12,849 $ (788) $ (58,657
Other comprehensive income (loss) before reclassification
(net of tax) (9,347) 2,93¢ o] o} (6,419
Amounts reclassified from accumulated
other comprehensive income (net of tax) o] 12 335 (93) 254
Net current period other comprehensive income (loss) (9,347) 2,94E 335 (93) (6,160)
Balance at June 30, 2021 $ (51,872 $ 449 $ (12,509 $ (881) $ (64,817
Balance at January 1, 2020 $ (76,34€) $ 4,31€ $ (7,25%) $ 1,387 $ (77,896
Other comprehensive income (loss) before reclassification
(net of tax) (8,012 799 d o] (7,213)
Amounts reclassified from accumulated
other comprehensive income (net of tax) 0 (2,66¢) 297 (497) (2,86€)
Net current period other comprehensive income (loss) (8,012) (1,869) 297 (497) (10,081)
Balance at June 30, 2020 $ (84,358 $ 2,447 $ (6,95€) $ 890 $ (87,97)
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Reclassifications out of accumulated other comprehensive income and into the condensed cahst@icdments of income were
asfollows:

Six months ended

Three months ended June 3( June 30
In thousands 2021 2020 2021 2020
Description Line Itemin Statements of Incomx
Cash flow hedges (Note 20)
(Gains) losses on cash flow hedges $ 33 $ (1,489 $ 57 $ (3,670) Costs of products sold
Tax expense (benefit) (22) 420 (73) 1,00z Income tax provision
Net of tax 11 (1,068) (16) (2,66¢)
Loss on interest rate swaps 22 o} 43 d Interest expense
Tax benefit (8) o) (15) 8 Income tax provision
Net of tax 14 0 28 e}
Total cash flow hedges 25 (1,06¢) 12 (2,66¢)
Retirement plan obligations (Note 12)
Amortization of deferred benefit pension plans
Prior service costs 12 11 24 23 Other, net
Actuarial losses 199 161 398 321 Other, net
211 172 422 344
Tax benefit (14) (23) (87) (47) Income tax provision
Net of tax 197 149 335 297
Amortization of deferred benefit other plans
Prior service costs (59) (116) (117) (232) Other, net
Actuarial gains 12 (208) 24 (417) Other, net
(47) (324) (93) (649)
Tax expense 0 76 0 152 Income tax provision
Net of tax (47) (248) (93) (497)
Total reclassifications, net of tax $ 175 $ (1,167 $ 254 $ (2,86%)

11. STOCK-BASED COMPENSATION

The P.H. Glatfelter Amended and RestatedLehg¢ r m | ncentive Plan (the ALTI PO) pr o
commonstock to eligible participantsin the form of restricted stock units, restricted stock awardgjalified stock options,
performance shares, incentive stock options and performance units.

Pursuantto terms of the LTIP, we haveissued toeligible paichnt s restricted stock units (A
(APSAsO) and stock only stock appreciation rights.

In 2021, we issued awards of RSUs and PSAs under our LTIP. Approximately 40% of fair value of the awards granted in 2021
were RSUs, which védased on the passage of time, generally over a-fl@aeperiod or in certain instances the RSUs were issued
with five-year cliff vesting. In addition, some awards vest over one yearor less depending upon the retirement eligibility of the
grantees intte LTIP. The remaining 60% of the fair value of the awards granted in 2021 were PSAs. The PSAs awarded in 2021 ve:
based on either theechievement of a cumulative financial performance target covering-gdaoperiod followed by an additional
oneyear®rvice period or based on the thigsartotalshareholder return relative to a broad marketindex. The performance measure
include a minimum, target and maximum performance level providing the grantees an opportunity to receive more or lésarshares
targeted depending on actualfinancial performance. For RSUs, the grant date fair value of the awards, or the closing price pe
common share on the date of the award, is used to determine the amount of expense to be recognized over the appdicable servic
period. For PSAs, the grantdate fair value is estimated using a lattice model. The significant inputs include the steolapilite,
dividend yield, and riskree rate of return. Settlement of RSUs and PSAs will be made in shares of our commonseotk/deld
in treasury.
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The following table summarizes RSU and PSA activity during periods indicated:

Units 2021 2020
Balance at January 1, 1,071,65: 896,46:
Granted 352,76: 369,97¢
Forfeited (98,012 (81,04¢)
Shares delivered (196,637) (136,18:)
Balance at June 30, 1,129,76t 1,049,21(

The amount granted 2021 and 202Mhcludes162,480and169,983 respectively, of PSAs exclusive of reinvested dividends.

Thefollowing table sets forth aggregate RSU and PSA compensation expense included in continuing operations for the periods
indicated:

June 30
In thousands 2021 2020
Three months ended $ 1,32¢ $ 1,292
Six months ended 2,537 2,377

Stock Only Stock Appr e cUndettermmsof tiRiSQIAR, sa reCigieBt@eBelvBssthie yight to a paymentin
the form of shares of common stock equalto the difference, if any, in the fair market value of one share of commahstioleat
of exercising the SOSAR and the exercise pildee SOSARSs vest ratably overa thygear period and have a term of ten years. No
SOSARs were awarded since 2016.

The following table sets forth information related to outstanding SOSARS:

2021 2020

Witd Avg Witd Avg

Exercise Exercise
SOSARS Shares Price Shares Price
Outstanding at January 1, 1,082,41¢ $ 20.40 1,291,944 $ 20.0t
Granted o fS) 0 o]
Exercised o) o} (58,460) 12.8¢
Canceled / forfeited d 0 (104,80:) 21.57
Outstanding at June 30, 1,082,41.  $ 20.40 1,128,68¢ $ 20.2¢

12. RETIREMENT PLANS AND OTHER POST -RETIREMENT BENEFITS

The following tables provide information with respect to the net periodic costs of our pension arstipreent medical benefit
plansincluded ircontinuing operations.

Three months ended Six months ended
June 30 June 30

In thousands 2021 2020 2021 2020
Pension Benefits
Service cost $ d $ 48 $ d $ 92
Interest cost 273 300 523 601
Amortization of prior service cost 12 11 24 23
Amortization of actuarial loss 199 161 398 321

Total net periodic benefit expense $ 484 $ 520 $ 945 $ 1,037
Other Benefits
Service cost $ 7 $ 7 % 14 $ 14
Interest cost 32 46 64 92
Amortization of prior service credit (59) (116) (117) (232
Amortization of actuarial loss 12 (208) 24 (417)

Total net periodic benefit income $ B8) $ 271) $ (15 $ (543)
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13. INCOME TAXES

Income taxes are recognized forthe amount of taxes payable or refundable forthe current yearand deferred taxidbilities a
assetsfor the futertax consequences of eventsthat have been recognizedciormensedonsolidated financial statements ortax
returns. The effects ofincome taxes are measured based on enacted tax laws and rates.

For the six months ended June 30, 2021 wegrathx income of $21.1 million and income tax expense of $11.2 milion. The
effective income tax rate forthe period ended June 30, 2021 was unfavorably impacted primarily by $15.6 million inggestarx lo
the US,, which generated no tax benefit,an®zal milion unfavorable impact attributable to income tax rate increases in Germany
and the United Kingdom

For the six months ended June 30, 2021reewrded a decrease in our valuation allowance of $0.6 milion against our net
deferred tax assets. Bssessing the need for a valuation allowance, management considers all available positive and negative evide
in its analysis. Based on this analysis, we recorded a valuation allowance for the portion of deferred tax assets veigire ahéhw
eviderce indicated it is more likely than notthatthe deferred assetswill not be realized.

As of June 30, 2021 and DecemBdr, 2020, we had $48.3 milion and $46.3 milliaespectivelypf gross unrecognized tax
benefits. As of June 30, 2021, if such bersafiere to be recognized, approximately $37.9 milion would be recorded asa component
of income tax expense, thereby affecting our effective tax rate.

We, or one of our subsidiaries, file income tax returns with the United States Internal Revenue &&wealkas various state
and foreign authorities.
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The following table summarizes, by majorjurisdiction, tax years that remain subject to examination:

Open Tax Years

Examinationsnot

Examinationsin

Jurisdiction yet initiated progress
United States

Federal 2014- 2015; N/A

2017-2020

State 2016- 2020 2015-2018
Canad®’ 2013-2018; 2020 2019
Germany” 2020 2016-2019
France 2018-2020 N/A
United Kingdom 2019-2020 N/A
Philippines 2019-2020 2018

(1) includes provincial or similar local jurisdictions, asapplicable

The amount of income taxes we pay is subject to ongoing audits by federal, state and foreign tax authorities, whichltaften res
proposed assessments. Management performs a comprehensive review of its global tax positions on a quarterly basis and accrue
amounts foruncertain tax positions. Based on these reviews and the result of discussions and resolutions of matteis veth cer
authorities and the closure of tax years subjectto tax audit, reserves are adjusted as necessary. Howeverisunag iesluide
favorable orunfavorable adjustmentsto our estimated tax liabilities in the period the assessments are determined or eesolve
such statutes are closed. Due to potentialfor resolution of federal, state and foreign examinatioadapsed tfi various statutes of
limitation, it is reasonably possible our gross unrecognized tax benefits balance may decrease within the next twellag anonths
range of zero to $6.4 million. Substantially all of this range relates to tax positions matkend.S.

We recognize interest and penalties related to uncertain tax positions as income tax expense. The following table summarizes
information included in continuing operations related to interest on uncertain tax positions:
Six months ended

June 30
In millions 2021 2020
Interest expense (income) $ 0.4 $ 0.2
June 30 December 31
2021 2020
Accrued interest payable $ 2.2 $ 1.8
14. INVENTORIES
Inventories, net of reserves, werefalows:
June 30 December 31
In thousands 2021 2020
Raw materials $ 68,06¢ $ 55,46¢€
In-process and finished 105,06+ 97,10¢
Supplies 47,07: 43,65¢
Total $ 220,20¢ $ 196,23(
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15. GOODWILL AND OTHER INTANGIBLE ASSETS

The following tablesets fothchangesin the amourdgoodwill andotherintangible assetsgordedby each of ousegments
during the periods indicated

December 3. June 30
In thousands 2020 Acquisitions  Amortization Translation 2021
Goodwill
Composite Fibers $ 8458t $ o} $ o} $ (2,43¢) $ 82,15C
Airlaid Materials 79,78: 36,04¢ o) (2,517) 113,311
Total $ 164,36¢ $ 36,048 9 o) $ (4959 $ 195,461
Other Intangible Assets
Composite Fibers
Tradename non amortizing $ 390z % 0 $ o) $ (1230 $ 3,77¢
Technology and related 41,57¢ o} d (1,143 40,437
Accumulated amortization (18,63¢€) 0 (969) 432 (19,17%)
Net 22,94z o} (969) (709) 21,26¢
Customer relationships and related 37,53t o) o) (1,113 36,42¢
Accumulated amortization (21,290 o] (1,262) 617 (21,93%)
Net 16,24¢ 0 (1,262) (499) 14,48¢
Airlaid Materials
Tradename 3,96( o] o (125) 3,83t
Accumulated amortization (456) 0 (97) 16 (537)
Net 3,504 0 97) (109) 3,29¢
Technology and related 20,05z o] d (615) 19,43¢
Accumulated amortization (3,597) 0 (645) 113 (4,129
Net 16,46- d (645) (502) 15,31¢
Customer relationships and related 26,63¢ 20,00c¢ o] (840) 45,79¢
Accumulated amortization (7,85€) 0 (1,32€) 263 (8,919
net 18,78( 20,00( (1,326) (577) 36,877
Total intangibles 133,66¢ 20,00( o] (3,955) 149,70¢
Total accumulated amortization (51,829 0 (4,299 1,441 (54,687)
Net intangibles $ 81,83 $ 20000 $ (4,299 $ (25149 $ 95,027

As discussed in Note 3, fAAcqui si ard820.0milioweldentigableintadgbld asseds6 . 0 mi
consisting of customer relationshipsconnection with the May 13, 2021 Mount Holly acquisition.

16. LEASES

We enterinto a variety of arrangementsin which we are the lessee for the use of automobiles, forklifts and other production
equipment, production facilities, warehouseffice spacend landWe determine if an arrangement contains a lease atinception. All
our lease arrangements are operating leases and are recorded in the condensed consolidated balance sheet und@thercaption
assetso and the |l ease obligation i-seumdbrabhOt herecsudr@at dbi
leases.

Operating lease right of wuse (AROUO) asset s eatwadueaof fhefutard i n g
minimum lease payments overthe lease term at commencement date. ROU assets also include any initial direct costgliacyrred an
lease payments made at orbefore the lease commencement date, less lease incentives receivedr Mammental borrowing rate
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basedn information available atthe commencement date in determining the lease liabilities as our leases generally do reot provide
implicit rate.For purposes of recording the lease arrangement, the teeasd majnclude optionsto extend or terminate when we
are reasonably certain that the option will be exercised. Lease expense is recognized on-ingtraggtis over the lease term.

The following table sets forth information related to our leases as of tioelpéndicated.

June 30 December 31
Dollars in thousands 2021 2020
Right of use asset $ 24,86 $ 11,78¢
Weighted average discount rate 3.37% 2.94%
Weighted average remaining maturftyonths) 345 66
The following table sets ftinoperating lease expense for the periods indicated:
June 30
In thousands 2021 2020
Three months ended $ 145z % 1,44z
Six months ended 2,79¢ 2,88t

The following table sets forth required future minimum lease payments forthe years indicated:

In thousands

2021 $ 2,595
2022 4,299
2023 2,868
2024 2,280
2025 1,962
Thereafter 40,437

In connection with the May 2021 Mount Holly acquisition, we assumed atlemnglease of the land on which the facility is
situated. The lease obligatioincluding renewal options that are expected to be exeratsgures in July 2077, and a corresporgdin
right of use assettotaled of $7.7 million atthe time the acquisition was completed

17. SHORT-TERM DEBT

On March 30, 202through Glatfelter Gernsbach GmbH, a whaliwned subsidiarnave borrowedb11.7 million from
CommaeazbankAG, a German financial institution. Thnamorntizingborrowing bears a fixethterest ratef 0.7 per annunand
the loammatures on MarcR9, 2022.The proceeds were used for gen@miiporatgurposes.

18. LONG-TERM DEBT

Longterm debt is summarized tadlows:

June 30 December 31

In thousands 2021 2020
Revolving credit facility due Feb. 2024 $ 213,47¢ $ 36,81¢
Term loan, due Feb. 2024 235,30:¢ 249,71
2.40% Term Loan, due Jun. 2022 1,69¢ 2,62¢
2.05% Term Loan, due Mar. 2023 11,10¢ 14,7317
1.30% Term Loan, due Jun. 2023 3,39€ 4,382
1.55% Term Loan, due Sep. 2025 6,18¢ 7,143
Total longterm debt 471,16¢ 315,41¢
Less currenportion (24,267) (25,057
Unamortized deferred issuance costs (1,63€) (1,89¢)
Long-term debt, net of current portion $ 445,261 $ 288,46¢

In connection with the Mount Holly acquisition, we borrowed $160ilon under the Revolving Credit Facility.
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On February 8, 2019, we entered into an amended and rest a
Loan with a consortium of b a nkepro¢eeds aghe Temelogn due ked. 2628 weeeduseti toA g r e
redeem in its entirety the 5.375% Notes. The principal amount of the Term Loan amortizesin consecutive quarterly isstéllment
principal, with each such quarterly installment to be in anamount equalto 1.25%bénm Loan funded, commencingon July 1,

2019 and continuing quarterly thereafter.

For all U.S. dollar denominated borrowings under the Revolving Credit Facility, the borrowing rate is, at our option, either,
@t he banko6s base hegreaterofipnthecpimeirase;ietioe dederalftunds rate plus 50 basis points; oriii) the Euro
rate plus 100 basis points plus an applicable spread over either i), i) orii) ranging from 12.5 basis points to pohtslsssed on
t he Co mperageyadicsant ies corporate credit ratings determined by Sta&dafdo or 6 s Rat i ng Services
Service, Il nc. (the fCadhefgwarateples atapplidablé maRja tangngfi@n 112.5 rasigpbints to 200
basispont s based on the Companyods | ever ag¥Sdolantdenomimatedibortolviregs, e r p «
borrowing rateis, atour option, based ondlbpve or for Euro denominated borrowintge Euro Interbank Offering Rate
(AEURI BORI) an applicable margin ranging from 112.5 basis p
and the Corporate Credit Rating

The Credit Agreement contains a number of customary covenants forfinancings of this type that, anromgggheestrict our
ability to dispose of or create liens on assets, incur additionalindebtedness, repay otherindebtedness, limits iwenajrainye
financing arrangements, make acquisitions and engage in mergers or consolidations. We arereaaempmply with specified
financial tests and ratios including: i) maxi mum neDAtdebt t
interest expense ratio. The most restrictive of our covenantsis a maximum leverage r@tgodvided that such ratio increases to
4.5x during the period of four fiscal quartersimmediately following a materialacquishoaf June30, 2021 the leverage ratio, as
calculated in accordance with the definition in our Credit Agreement3wWasA breach of these requirements would give rise to
certain remedies under the Revolving Credit Facilty, amongwhich are the termination of the agreement and accelerated odpaym
the outstanding borrowings plus accrued and unpaid interest undethie Agreement.

All remaining principal outstandingand accrued interest under the Credit Agreement will be due and payable on February 8,
2024

Glatfelter Gernsbach Gownddl sgbSidiseyrofoarg entefedinto, a serieswhboriowgygements
with | KB Deutsche I ndustriebank AG, D¢sseldorf (Al KB0) as s

Original Interest
Amounts in thousands Principal Rate Maturity
Borrowing date
Apr. 11, D13 a 42,70 2.05% Mar. 202t
Sep. 4, 2014 10,00( 2.4C% Jun. 202
Oct. 10, 2015 2,60¢€ 1.55% Sep. 202!
Apr. 26, 2016 10,00C 1.3C% Jun. 202!
May 4, 2016 7,195 1.55% Sep. 202!

Each of the borrowings require quarterly repayments of principal and interest and provide for representations, warranties and
covenants customary forfinancings of these types. The financialcovenants contained in each of the IKB loans, whictheelate t
minimum ratio of consolidated EBITDA to consolidated interest expense and the maximum ratio of consolidated totalnet debt to
consolidated adjusted EBITDA, are calculated by reference to our Credit Agreement.

Glatfelter Corporatioguarantees all debt édmtions of its subsidiaries. All such obligations are recorded in these condensed
consolidated financial statements.

Letters of credit issued to us by certain financialinstitutions totie@milion and $7.3 milionas ofJune30, 2021and
DecembeBl, 202Qrespectively The letters of credit, which reduce amounts available underour Revolving Credit Facility, primarily
provide financialassurances forthe benefit of certain state workers compensation insurance agencies in conjuncticelvith our
insurance program and for performance of certain remediation activity related to the Fox River matter. We bear the arethisrisk
amountto the extent thatwe do not comply with the provisions of certain agreements. No amounts are outstandintettedeicthe
credit.
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19. FAIR VALUE OF FINANCIAL INSTRUMENTS

The amountsreported on the condensed consolidated balance sheets for cash and cash equivalents, accountsreaeitable
payableand shorterm debtipproximatdheir respectivdair value. The following table sets forth carrying value and fair value of
longterm debt:

June 30, 2021 December 31, 2020
Carrying Carrying

In thousands Value Fair Value Value Fair Value
Variable rate debt $  21347¢ $ 21347t $ 36,817 $ 36,81¢
Term loan due Feb. 2024 235,30: 235,30< 249,71¢ 249,71¢
2.40% Term Loan 1,69¢ 1,713 2,62¢ 2,651
2.05% Term Loan 11,10C 11,21€ 14,737 14,87<
1.30% Term Loan 3,39¢ 3,407 4,382 4,384
1.55% Term Loan 6,18¢ 6,253 7,143 7,21C

Total $ 471,16¢ $ 471,37C $ 31541¢ $ 315,64¢

The values set forth above are based on observable inputs and other relevant market data (Level 2). The fair valud of financi
derivatives is set forth below in Nog®.

20. FINANCIAL DERIVATIVES AND HEDGING ACTIVITIES

As part of our overall risk management practices, we enter into financialderivatives primarily designed to either dreigge f

currency risks associated with f or ecthasmpadthatchangesin airenay exshaiige c &
rates have on intercompany financing transactions ang forei
hedgeso); or i-imtérgstrate debtiodixetratesar i a bl e

DerivativesDesignated as Hedging InstrumentsCash Flow HedgedVe use currency forward contracts as cash flow hedges to
manage ourexposure to fluctuationsin the currency exchange rates on certain forecasted production costs. Currenopfi@uiard c
involve fixing the exchange for delivery of a specified amount of foreign currency on a specified datduAg3tf, 2021 the
maturity of currency forward contracts ranged from one month to 18 months.

We designate certain currency forward contracts as cash flogekaxf forecasted raw material purchases, certain production
costs or capitalexpenditures with exposure to changesin foreign currency exchange rates. Changesin the fair vedtieed deriv
designated and that qualify as cash flow hedges of foreigragrgerisk is deferred as a component of accumulated other
comprehensive income in the accompanying condensed consolidated balance sheets. With respect to hedges of forecasiad rawm
purchases or production costs, the amount deferred is subsegeelathsified into costs of products sold in the period thatinventory
produced using the hedged transaction affects earnings. For hedged capital expenditures, deferred gains or losséedraneclass
included in the historical cost of the capitalassed subsequently affect earnings as depreciation is recognized.

We had the following outstanding derivatives that were used to hedge foreign exchange risks associated with forecasted
transactions and designated as hedging instruments:

In thousands June 30, 2021 December 31, 202(
Derivative

Sell/Buy- sell notional

Philippine Peso / Euro 53,07t 18,522
Euro / British Pound 18,65¢ 18,63¢
U.S. Dollar / British Pound 11,63¢ o)
U.S. Dollar / Euro 658 1,041
Canadian Dollar / U.S. Dollar o) 70

Sell/Buy- buy notional

Euro / Philippine Peso 924,747 853,68¢
British Pound/ Philippine Peso 1,096,30t 1,081,79:
Euro / U.S. Dollar 88,42¢ 69,32
U.S. Dollar / Canadian Dollar 34,74¢ 34,841
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I n October 2019, milon eotiohadvalaedloatingd-fized mteréstrdtdswap agreement with certain
financialinstitutonsUnder t he terms of the swap, we wild/l pay a fixed i
milion of the underlying variable raterm loan. We will receive the greater of 0.00% or EURIBOR.

Derivatives Designated as Hedging InstrumeritdNet Investment HedgeThe 1220 million Term Loan discussed in Nat8 i
fiLongT e r m Baldsignated asa net investmenthedge of our Euro furadGurrency foreign subsidiaries. Durittge first six
months of 202 lwe recognized a piax gainof $7.8 milion and in the same period of 2020 a paegainof $0.8 milion on the
remeasurement of the term loan from changes in currency exchargeSath amounts are recorded asa component of Other
Comprehensive Income (L0OSS).

Derivatives Not Designated as Hedging Instrument&oreign Currency HedgesWe also entered into forward foreign
exchange contracts to mitigate the impact changesriency exchange rates have on balance sheet monetary assets and liabilities.
None of these contracts are designated as hedges for financialaccounting purposes and, accordingly, changes in foadignof the
exchange forward contracts and in the offisgtunderlying orbalancesheet transactions are reflected in the accompanying
condensed consolidated statements of income under the capti

The following sets forth derivatives used to mitigate the impact changesin currency exchartgewatesbalance sheet
monetary assets and liabilities:

In thousands June 30, 2021 December 31, 202(
Derivative

Sell/Buy- sell notional

U.S. Dollar / British Pound 22,30( 25,25(
Euro /British Pound o] 600
British Pound/ Euro 1,65C 1,90C

Sell/Buy- buy notional
Euro / U.S. Dollar 5,50C 7,50C

These contracts have maturities of one mdrain the date originally entered into.

Fair Value MeasurementsThe following table summarizesthe fair values of derivative instruments for the period indicated and
the line items in the accompanying condensed consolidated balance sheets where the instruments are recorded:

June 30, December 31 June 30, December 31
In thousands 2021 2020 2021 2020
Prepaid Expenses and Other Other
Balance sheet caption Current Assets Current Liabilities
Designated as hedging:
Forward foreign currency exchange contracts $ 1,44C $ 577 $ 428 $ 4,342
Interest rate swap o) o] 108 136
Not designated as hedging:
Forward foreign currency exchange contracts $ 118 $ 456 $ 452 $ 118

The amounts set forth in the table above representthe net asset or liability giving effect to rights of offset with reaqiactu
The effect of netting the amounts presented above did not have a materialeffecioonsolidated financial position.
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The fair value hierarchy consists of three broad levels, which gives the highest priority to unadjusted quoted pricesin acti
markets foridentical assets or liabilities (Level 1) and the lowest priority to un@idemputs (Level 3)The fair values of the
foreign exchange forward contracts are considered to be Level 2. Foreign currency forward contracts are valued using foreign
currency forward and interest rate curves. The fairvalue of each contractis dekbyicomparing the contract rate to the forward
rate and discounting to present value. Contractsin a gain position are recorded in the condensed consolidated balarter sheets
caption fiPrepaid expenses andonottrhaecrt < uirnr ean tl oasss etossd ta roch tihse
current liabilities. o

The following table summarizes the amount of income or (loss) from derivative instruments recognized in our results of
operations for the periods indicated and the lileens in the accompanying condensed consolidated statements of income where the
results are recorded:

Three months ended Six months ended
June 30 June 30

In thousands 2021 2020 2021 2020
Designated as hedging:
Forward foreign currency exchange contracts:
Cost of products sold $ (33) $ 1,48¢ $ (57) $ 3,67C
Interest expense 22 o) 43 o]
Not designated as hedging:
Forward foreign currency exchange contracts:
Otheri net $ 433 % 92 3 703 % (527)

The impact of activity not designated as hedging was substantially all offset by the remeasurement of the undédlargen
sheet item.

A roliforward of fair value amounts recorded asoanponent of accumulated other comprehensive income (loss), before taxes, is
asfollows:

In thousands 2021 2020
Balance at January 1, $ (3460 $ 5,85¢
Deferred gains on cash flow hedges 4,117 1,10z
Reclassified te@arnings 14 (3,670)
Balance at June 30, $ 671 $ 3,292

We expect substantially all of the amountsrecorded as a component of accumulated other comprehensive income will be recot
in results of operations within the next 12 to 18 monthsand the amount ultimately recognized will vary depending oradattialm
rates.

Credit risk related to derivative activity arises in the event the counterparty fails to meetits obligations to us.ouisegsp
generally Ilimited to the amounts, if any, b themu®urpodiicy istbentet o ur
into contracts only with financialinstitutions which meet certain minimum credit ratings.
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21. COMMITMENTS, CONTINGENCIES AND LEGAL PROCEEDINGS

Fox River - Neenah, Wisconsin
Background We have previously reported that we fdigbilities associated with environmentalclaims arising out of the

presence of polychlorinated biphenyls (APCBsod) in sediments
located, andin the Bay of Green Bay, Wisconsin (collectivelyy e A Si t e o) . Since the early 1990
Wisconsin and two Indian tribes (coll ect i-niedtrgtch oftivardroniiLile v e r n n

Lake Butte des Morts into Green Bay and naturalresadiraema g e s (TheNURited Siates originally notified several entities
that they were potentially responsible parties (iPRDERHEDthe h o
remaining PRPs exposed to continuing obligatimnsnplement the remainder of the cleanup consist of us, GePegiiic Consumer
Product s, IP.ar.i f(ift®e o ragn da TN\ CeER Uoirtpeodr aStiaotnees Environmental Pro
the Site into fivetmheperoash| @ pwsnirtesadn piowraliwdi mg the Site on
downstream reaches o5o0t.he river and bay (AOU2

Over the past several years, we and certain other PRPs completed all remedial actions pursuant to applicabEcteesan
a Unilateral Administrative Ordetn January 2019, we reached an agreement with the United States, the State of Wisconsin, and
GeorgiaPacific to resolve all remaining claims amongthose parties. Under the Glatfelter consent decree, weaEljerpsponsible
for longterm monitoring and maintenance in O@®J4a and for reimbursement of government oversight costs paid after October
2018. Finally, we remain responsible for our obligation to continueterrg monitoring and maintenance under®Ul consent
decree.

Cost estimates Our remaining obligations underthe OU1 consent decree consist efdangmonitoring and maintenance.
Furthermore, we are primarily responsible for ldegn monitoring and maintenance in OQRJ4a over a period @t least 30 years.
The monitoring activities consist of, among others, testing fish tissue, sampling water quality and sediment, and insftbetions
engineered caps.In 2018, we entered into a fxéwk, 30yearagreementwith a third party forthefpemance of all of our
monitoring and maintenance obligationsin OU1 through OU4a with limited exceptions, such as, for extraordinary amounts of cap
maintenance or replacement. Our obligation underthis agreementis included in our total reservetéorifee &e obligated to
make the regular payments underthat fixeide contract until the remaining amount dueis less than the OUl1 escrow account
balance. We are permitted to pay for this contract using the remaining balance of the escrow accdish¢dsigbs and WTM |
Company (AWTM |1 06) another PRP, under the OUl consent decr ec
the amount due underour fixgudtice contract. As aJune30, 2021 the balance in the escrow is less tharoants due underthe
fixed-price contract by approximately $1.6 milion. Our obligation to pay this difference is secured by a letter of credit

At June30, 2021 the escrow account balance totaled $8.9 milion which is included in the condensed coedbldance
sheet under theocaption AOther assets.

Under the consent decree, weeresponsible for reimbursement of government oversight costs paid from October 2018 and
later over approximately the next 30 yedk& anticipate that oversight costs wilkkaine as activities at the site transition from
remediation to longerm monitoring and maintenance

Reserves for the SiteOur reserve for past and future government oversight costs antElongnonitoring and maintenance is
set forth below:
Six months ended

June 30
In thousands 2021 2020
Balance at January 1, $ 18,45t $ 21,87(
Payments (886) (2,239
Accretion 101 104
Balance at June 30, $ 17,67( $ 19,74(C

The payments set forth above represanbunts due under the lobgrm monitoring and maintenance agreem¥fith respect
to our totalreserve for the Fox River3 2 million is recorded in the accompanyidgne30, 2021condensed consolidated balance
she¢e under the caption AEnvironkdbenmi Al ohi alsi Irietcioeasde da staimitetr e t rf
liabilities. o

Range of Reasonably Possible OutcomeBased on our analysis of all available information, including but not lahtibe
decisions of the courts, official documents such as records of decision, discussions with legal counsel, cost estintates for f
monitoring and maintenance and other peshediation costs to be performed at the Site, we do not believe that miassstiated
with the Fox River matter could exceed the aggregate amounts accrued by a materialamount.
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22. SEGMENT INFORMATION

The following tables set forth financialand otherinformation by segment for the period indicated:

Three months endedine 30 Other and
Dollars in thousands Compositd-ibers Airlaid Materials Unallocated Total
2021 2020 2021 2020 2021 2020 2021 2020
Net sales $ 141,59¢ $ 122,137 $ 103,31 $ 94,04t $ o} $ o) $ 244,911 $ 216,18¢
Cost of productsad 119,33¢ 100,38: 90,13¢ 77,58: (115) 6,152 209,357 184,12
Gross profit (loss 22,26¢ 21,75( 13,17¢ 16,46 115 (6,152) 35,55¢ 32,06
SG&A 11,201 10,261 4,744 4,172 13,03¢ 9,11¢ 28,98¢ 23,55
Gains on dispositions pfant,
equipment and timberlands, net o) [6) o) o) (1,553) (597) (1,553) (597)
Totaloperating income (loss) 11,06: 11,48° 8,431 12,29: (11,37)) (14,67() 8,123 9,10¢
Non-operating expese 0 o) o) 0 (2,610) (8,837) (2,610) (8,837)

Income(loss) beforeincometaxe$ 11,062 $ 11,48 $ 8431 $ 12,29: $ (13,98) $ (2350) $ 5,513 % 272
Supplementay Data

Net tons sold 34,471 29,03; 34,31¢ 33,27, ) 3 68,78¢ 62,30¢
Depreciation, depletiomal amortization

($ in thousandsy $ 700 $ 6431 $ 6,767 $ 547: $ 966 $ 2,30z $ 14,73 $ 14,20¢
Capital expenditures 2,882 2,10¢ 1,297 1,712 1,653 1,18C 5,832 4,997

Six monthended

June 30 Other and
Dollars in thousands Compositd-ibers Airlaid Materials Unallocated Total
2021 2020 2021 2020 2021 2020 2021 2020
Net sales $ 282,847 $ 254,84t $ 187,73t $ 192,8% $ o) $ o] $ 470,58 $ 447,74
Cost of products sold 233,601 207,37: 162,72: 159,82 (589) 11,67¢ 395,73 378,87¢
Gross profit (loss) 49,24¢ 47,47¢ 25,01! 33,06¢ 589 (11,679 74,85( 68,86
SG&A 22,11¢ 20,88° 9,387 8,75¢ 20,30t 18,43: 51,81: 48,07:
Gains on dispositions pfant,
equipment and timberlands, net 9 d d o) (2,407%) (597) (2,407%) (597)
Total operating income (loss) 27,12¢ 26,58¢ 15,62¢ 24,31 (17,319 (29,51)) 25,44: 21,39(
Non-operating expense [6) 6] o) [s) (4,345) (11,109 (4,345) (11,109

Income (loss)beforeincometaxe  27,12¢ $ 26,58¢ $ 1562( $ 2431 $ (21,659 $ (40,61) $ 21,090 $ 10,28¢
Supplementary Data

Nettons sold 68,611 65,01* 63,17¢ 68,31¢ o] o} 131,79 133,33
Depreciation, depletiomal amortization (¢

inthousandé}) $ 13,987 $ 12897 $ 12,61 $ 10,92« $ 1,87C $ 5,781 $ 28,46t $ 29,60¢
Capital expenditures 5,655 6,061 3,03¢€ 3,81F 2,52C 2,13t 11,21: 12,01

(1) Theamountpresented in 2020 in the Other and unallocated columns represents accelerated depreciation incurred iwitb the céstructuring of our
metallized operations.

Segments Results of individual operating segments are presented based on our management accounting practices and
management structure. There is no comprehensive, authoritative body of guidance for management accounting equivalent to
accounting principles genenalaccepted in the United States of America; therefore, the financialresults of individual segments are
not necessarily comparable with similar information forany other company. The management accounting process uses assumptior
and allocations to measyserformance of the segments. Methodologies are refined from time to time as management accounting
practices are enhanced and businesses change. The costs incurred by support areas notdirectly aligned with the diegratad are a
primarily basedonarset i mat ed wutilization of support area services or
above.

Management evaluates results of operations of the operating segments before certain corporate level costs and the effects of
certain gais or losses not considered to be related to the core business operations. Management believesthatthis is a more
meaningfulrepresentation of the operating performance of its core businesses, the profitability of the segments amicbfreaakte

fowgenerated from these core operations. Such amounts are pr
of operating segments results, management does not use any measures of totalassets. This presentation is aligned with the
managemet and operating structure of our company. |t is also

and by the Companydés Board of Directors.
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23. SUBSEQUENT EVENT

On July 22, 2021, we enter@do adefinitive agreemento acquireJaob Holm agloballeadingnanufactureof premium quality
spunlace nonwoven fabrics for critical cleaning, Righformance materials, personal care, hygiene and medicalapplications, for
approximately $30&nillion for the outstanding shares ath@ extingishmentofl a ¢ o b debt amd 8ubject to pesiosing
adjustments.

Jacob Ho Ipmdustofferingsamdblue-chipcustomebasenile x pand Gl atfelterod6s portfoli
gowns, wound care, face masks, facialwipes@amds met i ¢ masks. The aSontadiusinessileadingboahd J a ¢
of finished products for critical cleaning wipes and medicalapparebtsdienhancé&| a t f techrtolegicétapabilities. Jacob
Holm generated approximately $400 roftiiin revenue and about $45 million of EBITDA atrailing twelvemonth basis as of June
30, 2021, supported by strong pandemic tailwinds.

The transaction is subject to the satisfaction of customary closing conditions, including receipt of requieddrjegielarances,
andis expected to be completed lane2021
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion should be read in conjunction with the informatioeimrthudited condensed consolidated financial
statements and notes thereto included herein and Glaffelter
Financial Condition and Results of Operationsincluded in2020Annual Report on Form 8.

Forward-Looking StatementsThis Quarterly Report on Form 1Q includes forwardooking statements within the meaning of
the Private Securities Litigation Reform Act of 1995. All statements otherthan statements of histotj@adliading statements
regarding industry prospects and future consolidated financial position or results of operations, made in this Repot®@QFoen
forward looking. We use words such as @ amisimiarieppedsiens tojdenfifp el i e
forward-looking statements.Forwaddo o ki ng st at ements reflect management6s cur
actualresults may differ significantly from such expectations. The following discuissities forwardooking statements all of
which are inherently difficult to predict. Aithough we make such statements based on assumptions that we believe tab&reason
there can be no assurance thatactualresults will not differ materially froexpactations. Accordingly, we identify the following
important factors,amongothers, which could cause our results to differ from any results that might be projected, forecasted
estimated in any such forwatdoking statements:

i. risks associated with éimpact of the COVIEL9 pandemigncluding global and regional economic conditions,
changesin demand forour products, interruptions in our global supply chain, ability to continue production by our
facilities, credit conditions of our customers or sligyp, or potentiallegal actionsthat could arise due to our operations
during the pandemic;

i variationsin demand forour produgitscluding the impact of unplanned marketated downtime, variationsin product
pricing, or product substitution;

iii. the impact of competition, changesin industry production capacity, including the construction of new facilities or new
machines, the closing of facilities and incrementalchanges due to capitalexpenditures or productivity increases;
iv. risks associated with our mtnational operations, including local economic and political environments and fluctuationsin
currency exchange rates;
V. geopolitical matters, including any impactto our operations from events in Russia, Ukraine and Philippines;
Vi, our ability todevelop new, high valduadded products;
Vi. changesin the price or availability of raw materials we use, particularly woodpulp, pulp substitutes, synthetic pulp,
other specialty fibers and abacafiber;
Viii. changesin energielated prices and commodity raw madérwith an energy component;
iX. the impact of unplanned production interruption at our facilities or at any of our key suppliers;
X. disruptions in production and/orincreased costs due to labor disputes;
Xi. the gain or loss of significant customers and/egoing viability of such customers;
Xii. the impact of war and terrorism;
Xii. the impact of unfavorable outcomes of audits by various state, federal or internationaltax authorities or changgesin pre
income and its impact on the valuation of deferred taxes;
Xiv. enactmat of adverse state, federal or foreign tax or otherlegislation or changesin government legislation, policy or
regulation; and
XV. our ability to finance, consummate and integrate acquisitions.

COVID-19 Pandemic On March 11, 2020, the World Health Organipatdeclared the COVIEL9 outbreak a pandemic asthe
virus spread throughout the world. The COVIP pandemic and the actions undertaken throughout the world in an attemptto contain
the virus have had an unprecedented and significant adverse impadiaheglonomies in terms of reduced GDP, increased
unemployment, and insolvencies in a variety of industries and markets. As aweshlive experienced antaycontinue to
experience weaker demand for certain of our products due to the effects of tremp@a8tortly afterthe pandemic began and
throughthefirst several monthsf 2021, ar financial performance and results of operativage adverselympactedoy the
pandemicparticularlyby weakerdemand fotabletopproducts used by restaurants, caigand similar venues, all of which were
i mpacted by Alockdownso t hrowayéradenmandisanprpving @sgestautasts ardundtheveorldvo r |
begin to reoperiThe majority of ountherproduct portfolicareconsidered o b e fAessarstiadlniomnrgol iafned we
produce products used in the global response effort to the pandemic. We believe demand for certain of our products, such as
Composite Fibersd food & AHa@Wateragée gendsomdli omy @ir ordstaltlet sd awidp e
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Acquisition As discussed in Item 4Financial Statements, Notg@ Aéquisition @n May 13, 2021ywe completed our
acquisition ofGeorgiaPacific's U.S. nonwovens busingsélount Hollyd for $170.7million, subjectto customary pesibosing
adjustmentsThis business includes the Mount Holly, NC manufacturing fagilith annual production capacity of approximately
37,000metric tonsand an R&D center and pilot line for nonwovens product developmétémphis, TNMount Hol |l yds
in 2020were approximately$100 milion Prospectively from the datf acquisiionMount Hol Il yés results of
aspart of our Airlaid Materials reporting segment.

RESULTS OF OPERATIONS

Introduction We manufacture a wide array of engineered materials and report our results along two segments:

A Composite Fibersvith revenue from the sale of singlerve tea and coffee filtration products, wallcovering base materials,
composite laminategchnical specialties including substrates for electrical applications, and metallized praddcts

A Airlaid Materialswith revenue from the sale of airlaid nonwoven fafikie materials used in feminine hygiene and adult
incontinence products, specialvipes, home care products and other airlaid applications.

The former Specialty Papers businessd results of operat
Following is a discussion and analysis primarily of the financialresults of operations and financial condition of ouingpntin
operations.

Six months ended Jun&0, 2021versus thesix months ended Jun&0, 2020

Overview For the firstsix months of 2021we reported income from continuing operation$®®million, or $0.22perdiluted
share compared with5.1milion and$0.12per diluted share in the yearearlier period. The following table sets forth summarized
consolidated results of operations:

Six months ended

June 30

In thousands, except per share 2021 2020
Net sales $ 470,58¢ $ 447,74:
Grossprofit 74,85( 68,86¢
Operating income 25,44z 21,39(C
Continuing operations

Income 9,88¢€ 5,12E

Earnings per share 0.22 0.12
Net income 9,804 4,99C
Earnings per share $ 0.22 $ 0.11

Thereportedresultdar e in accordance with generally accepted accoun

number of significant actions we undertook includgimtegic initiatives, corporate headquastelocation, cost optimization and the
restructumg and consolidation of our metallized business, among othectuiding these items from reported results, adjusted
earnings, a nolAAP measure, wa$16.5million, or$0.37per diluted share for 2021, compared v#20.7million, or $0.46per

diluted shae, a year agdperathg income folComposite Fibers increasbgl $0.5milion, or2.0%; however, Airl aid
operating income wa®8.7 million, or 35.7%6 lowerprimarily due to the adverse impact of the pandemidemand for certain

products andte related machine downtime to manage inventory levels

In addition to the results reported in accordance with GAAP, we evaluate our performance using adjusted earnings and adjuste
earnings per diluted share. We disclose this information to allow inrsest@valuate our performance exclusive of certain items that
impact the comparability of results from period to period and we believe it is helpful in understanding underlying ofpenaisngnd
cash flow generation.

Adjusted earnings consist aktincome determined in accordance with GAAP adjusted to exclude the impact of the following:

Strategic initiativesThese adjustments primarily reflect professional and legal fees incurred directly related to evaluatingand
executing certaistrategidnitiatives including costs associated with acquisitions and related integrations.

Corporate headquarters relocatiofihese adjustments reflect costs incurred in connection with the strategic relocation of the
C o mp a cofpdrate headquartersto Charlott€.N'he costs are primarily related to employee relocatasts and exit costs at the
former corporate headquarters.
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Restructuringchargei MetallizedoperationsThis adjustment represents the charges incumr@®20in connection with the
decision torestructurea portion of the Composite Fibers segmenitmprily consisting of the consolidation of our metallizing
operation from Gernsbach, Germany to CaerphiliiK.

Cost optimization action¥hese adjustments reflect charges incurred in connection with initiatives to optimize the cost structure
of the Company, including costs related to the organizationalchange to a functionaloperating model. The costsriyregiated
to executive separations, other headcount reductions, professionalfees, assdfsvated certain contract termination costs. These
adjustments, which have occurred atvarioustimes in the past, are irregular in timing and reled#icoidpntified programs to
reduce or optimize the cost structure of a particularoperating segment or the corporate function.

Pension settlement expenses, fibis adjustment e f | ect s prof essional fees recorded
terminatonof its qualified pension plan and the related actions
plan was fully funded, the settlement of pension obligation

accomplished with plan assets.

Timberland sales and related costhieseadjustments exclude gains from the sales of timberlands asthese items are not
considered to be part of our core business, ongoing results of operations or cash flows. These adjustimeguar in timing and
amountand may benefit our operating results.

Coronavirus Aid, Relief, and Economic Security (CARES) Act 2088 .adjustment reflects taxes recorded as a result of the
March 27,2020 change in U.S. tax law which, among atlalows net operating losses to be carried back five years.

Adjusted earnings and adjusted earnings per share are considered measures not calculated in accordance with GAAP, and
therefore are nolGAAP measures. The ne®AAP financialinformation shouldat be considered in isolation from, or as a substitute
for, measures of financial performance prepared in accordance with GAAP.

The following table sets forth the reconciliation of net income to adjusted earnings fuaribe indicated:

Six months aded

June 30
2021 2020
In thousands, except per share Amount EPS Amount EPS
Net income $ 9804 $ 022 $ 499C $ 0.11
Exclude: Loss from discontinued operations 82 o] 135 0.01
Income from continuing operations 9,886 0.22 5,12¢& 0.12
Adjustments(pre-tax)
Strategic initiatives 8,434 8
Corporate headquarters relocation 361 o}
Restructuring chargeMetallized operations ) 11,05¢
Cost optimization actions o 3,097
Pension settlement expenses, net 6] 6,402
COVID 19- incremental costs d 1,18C
Asset impairment charge d 900
Timberland sales and related costs (2,403) (601)
Total adjustments (pr&x) 6,392 22,03:
Income taxes® 31 (3,882)
CARES Act of 2020 tax provision (benefi) 183 (2,56¢)
Total aftertax adjustments 6,606 0.15 15,582 0.34
Adjusted earnings $ 16,492 $ 037 $ 20,701 $ 0.46
(1) Tax effecton adjustments calculated based on the incremental effective tax rate ofthe jurisdiction in which each adigistatecht
(2) Taximpactrec or ded i n connection with passage of the Coronavi rumatnmodifiédd Rel
the finet operating |l osso provisions of previous |l aw to allow certa
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Segment Firancial Performance

Six months ended

June 30 Other and
Dollarsin thousands Compositd-ibers Airlaid Materials Unallocated Total
2021 2020 2021 2020 2021 2020 2021 2020
Net sales $ 282,847 $ 254,84¢ $ 187,73¢ $ 192,89 $ o} $ e} $ 470,585 $ 447,74
Cost of productsadd 233,601 207,37: 162,72 159,82 (589) 11,67¢ 395,73¢ 378,87¢
Gross profit (loss 49,24¢ 47,47¢ 25,01¢ 33,06¢ 589 (11,679 74,85( 68,86
SG&A 22,11¢ 20,88° 9,387 8,754 20,30¢ 18,43: 51,811 48,07:
Gains on dispositions pfant,
equipment and timberlands, net 0 o) o) o) (2,403 (597) (2,403) (597)
Totaloperating income (loss) 27,12¢ 26,58¢ 15,62¢ 24,31 (17,31 (29,51)) 25,44; 21,39¢(
Non-operating expense o) [6) o) o) (4,345) (11,109 (4,345) (11,109

Income(loss) beforeincometax$ 27,126 $ 26,58¢ $ 15628 $ 24,31« $ (21,659 $ (40,61) $ 21,097 $ 10,28¢
Supplementay Data

Nettons sold 68,611 65,01! 63,17¢ 68,31¢ o] 6] 131,79 133,33
Depreciation, depletiomal amortization

($in thousandsy $ 13981 $ 12,890 $ 12,61f $ 10,92: $ 1,87C $ 5787 $ 28,466 $ 29,60¢
Capital expenditures 5,655 6,061 3,036 3,81F 2,52C 2,13t 11,211 12,01:

(1) The amountpreseed in 2020 in the Otherand unallocated column represents accelerated depreciation incurred in connection with thiegesthetur
metallized operations.

SegmentsResults of individual operating segments are presented based on our management gpeaatities and
management structure. There is no comprehensive, authoritative body of guidance formanagement accounting equivalent to
accounting principles generally accepted in the United States of America; therefore, the financialresults of irsdigideats are
not necessarily comparable with similar information forany other company. The management accounting process uses assumptior
and allocations to measure performance of the segments. Methodologies are refined from time to time as managentiegt ac
practices are enhanced and businesses change. The costs incurred by support areas notdirectly aligned with the degratad are a
primarily based on an estimated utilization ofnthetaplpsetiforth ar e a
above.

Management evaluates results of operations of the operating segments before certain corporate level costs and the effects of
certain gains or losses not considered to be related to the core business opbtatiagement believes that this is a more
meaningful representation of the operating performance of its core businesses, the profitability of the segments amicbfreaeakte
flow generated from these core operations. Such amountsare presented undeqghe i on fA Ot her and Unall o
of operating segments results, management does not use any measures of totalassets. This presentation is aligned with the
management and operating structure of our company. Itis also on this badis¢hatC o mpany 6s perf ormance i
and by the Companyés Board of Directors.

Sales and Costs of Products Sold

Six months ended

June 30
In thousands 2021 2020 Change
Net sales $ 470,58t $ 447,74 $ 22,84z
Costs of products sold 395,73¢ 378,87¢ 16,857
Gross pofit $ 74,85( $ 68,865 $ 5,98E
Gross profit as a percent of Net sales 15.9% 15.4%
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The following table sets forth the contribution to consolidated net sales by each segment:

Six months ended

June 30
Percent of Total 2021 2020
Segment
Composite Fibers 60.1% 56.9%
Airlaid Materials 39.8 43.1
Total 100.(% 100.c%

Net saledotaled$470.6milion and$447.7million in the firstsix months of 2021 and 202@spectively.

Compositdci ber sd net 28.anliliersor11%in the fastsie monthof 2021compared to the yeargoperiod,
driven by favorable currency translation &%1milion, as well as improved yeawveryear shipmentthe largest of which is in the
wallcover product categonOverall shipmentimcreased 5.5% in the perian/erperiod comparisoydue to solid demand for most
markets otherthametallizedproductswhich was restructured ithesecond quarter of 2020.

Composite Fibersd274 mikon was B0 milion higher,noeappraxim&tel% favorable, compared to the
first six monthof 2020as a result ofmproved sales miand higher selling pricavhich favorably impacted results by2$3 million
and $1.9 milion, respectiveiSolid aost control and increased production to meet the strong demand for product improved earnings.
Raw materialand energy prices weré3million higherthan the same period last year reflecting significant inflation in primarily
woodpulp, as well as othenput costs. In April 2021, we announced an 8% price increase in response to significantly higher input
costs; howevethe realizatiorof increased selling prices is notyet fully offsettingthe significant inflation. Realization is expected to
continue oer the nextfew quarters and success is dependent on customer negofiBomsmary drivers of the change in
Composite Fibersé operating income are summarized in the foc

$2.3 $(7.3)

2020YTD Seling Price Volume& Mix ~ RM& Energy  Operations & FX 2021YTD
Operating Income Inflation Other Operating Income

Airl aid Mat @ecieasd$s.2miliorg in the yedimeryearcompariso. Shipmentsvere 7.5% lower driven by
continued softnessin tabletop demand from delays in restaurant opesingll aslower shipmentsin the hygiene and wipes
categoriegscustomers adjusted their buying patitefollowing elevated/earend inventonfevels maintained daitothe pandemic.
Currency translation was8$7/milion favorableand the Mount Holly acquisition is included prospectively from the May 13,2021
closing of the transactigadding $10.5 milin.
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Airl aid Masikmonth&d2koperaftingincme of 6.6 milion was $87milion lower when compared to tkame
periodin 2020. Lower shipping volumes unfavorably impacted earninggt@rillion and operations wer$3.3 milion unfavorabé
driven by lower production to manage customer deneardlinventory levelHigher averagedlling prices largely due to raw
material passhrough provisionsadded $4.9 milion. igher raw materialand energy price®re than offset the benefit of higher
selling pricesThe primary drivers are summarized in the following chart:

$4.9 $(4.0)

$(0.3) $15.6

T T T T T T T E— |
2020YTD Selling Volume & RM & Operations FX 2021 YTD
Operating Price Mix Energy & Other Operating
Income Inflation Income
Other and Unallocated The a mount of @AOther and Unallocatedd operatin

Informationtotaled$17.3million in the first six months of 202tompared witl$29.5million in the firstsix months of 2020
Excluding the items identified toresenfia d j ust ed ear ni ngs, 0 camparidofdecreased’d.tmilerk p ens e s

Income taxesDuring thefirst six months of 202income from continuing operations totaf2il.1milion and income tax
expense totalefl1.2milion. On adjusted preaxincome of$27.5million, income tax expense w&d 1.0million in thefirst six
months of 2021The comparable amountsin the sgpeaodof 2020were $32.3million and$11.6million, respectivelyThe income
tax expense in the first six months of 2020 includes a $2.6 milion tax benefit recorded in connection with passageREEACA
The effectivetaxrate on adjusted earnings wé¥% in the firstsix months of 2021

Foreign Currency We own and operate facilities in Canada, Germany, France, the United Kingdom and the Philippines. The
functional currency of our Canadian operationsis the d@lar. However, in Germany and France it is the Euro, in the UK, it is the
British Pound Sterling, and in the Philippines the functionalcurrency is the Peso. On an annualbasis, our Euro deneveimaged
exceeds Eur o expe bGneiien. Boy theafirstsbensonthsraf2@2gthe awWerage currency exchange rate wae 1.
dollar/euro compared with 10 in the same period of 20. With respect to the British Pound Sterling, Canadian Dollar, and
Philippine Peso, we have differing amountsdfaws and outflows of these currencies, although to a lesser degree than the Euro. As
aresult, we are exposed to changesin currency exchange rates and such changes could be significant. The transisstidts of the
from internationaloperationsinto.8l dollars is subjectto changesin foreign currency exchange rates.

The table below summarizesthe translation impact on reported results that changesin currency exchange rates had on our no
u. s. based operations f r o mresubsdorthediltix monthsaf202lof t hese operatic

Six months ended

In thousands June 30, 2021
Favorable

(unfavorable)
Net sales $ 29,81/
Costs of products sold (28,760
SG&A expenses (1,884)
Income taxes and other (422)
Net loss $ (1.252)
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The above table only presents the financial reporting impact of foreign currency translations assuming currency exchiange rate
2021were the same 2920 It does not present the impact of certain competitive advantages or disadvantages of operatingor

competing in multcurrency markets.

Three months ended Jun80, 2021versus theahree months ended Jun8d0, 2020

Overview For thesecond quarter of 202We reported income from continuing operation$afsmillion, or $0.03perdiluted
share compared wita net loss o$2.3million, or$0.05per share in theecond quarter of 2020n an adjusted basis earnings from
continuing operations for theecondjuarter of 202was$8.0million, or$0.18per share compared wig#9.9million, or $0.22 per
share, for the same period a yearago. The following table sets forth summarized results of operations:

Three months ended

June 30

In thousandsexcept per share 2021 2020
Net sales $ 244,911 $ 216,18:
Gross profit 35,55¢ 32,062
Operating income 8,125 9,10¢
Continuing operations

Income (loss) 1,492 (2,281)

Earnings(loss) per share 0.03 (0.05)
Net income (loss) 1,41C (2,41¢)
Earnings (loss) per share $ 0.03 $ (0.05)

The following table sets forth the reconciliation of net income (loss) to adjusted earningsttuethenonths ended Juge,

2021 and 2020

In thousands, except per share
Net income

Exclude: Loss from discontinued operations
Income (loss) from continuing operations
Adjustments(pre-tax)
Strategic initiatives
Corporate headquarters relocation
Restructuring chargeMetallized operations
Cost optimization actions
Pension settlement expenses, net
COVID 19- incremental costs
Asset impairment charge
Timberland sales and related costs
Total adjustments (pr&x)
Income taxes?
CARES Act of 2020 tax provisiof?
Total aftertax adjustments
Adjusted earnings

Three months ended June 30

2021 2020
Amount EPS Amount EPS
$ 1,41C $ 0.03 $ (2,41¢) $ (0.05)
82 o] 135 o]
1,492 0.03 (2,28)) (0.05)
7,831 o)
206 o]
6] 5,067
o} 1,34¢
6] 6,33C
0 1,18C
o) 900
(1,559 (601)
6,484 14,22¢
(50) (2,047)
90 o)
6,524 0.15 12,17¢ 0.27
$ 8,01 $ 0.18 $ 9,807 $ 0.22

(1) Tax effecton adjustments calculated based on the incremental effective tax rate ofthe jurisdiction in which each adipistateht

(2) Taxbenefir ecorded i n

connection
certain losses to be carried back five years.

wi t h
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Segment Financial Performance

Three months ended June 30 Other and
Dollars in thousands Compositd-ibers Airlaid Materials Unallocated Total
2021 2020 2021 2020 2021 2020 2021 2020
Net sales $ 141,59¢ $ 122,137 $ 103,31: $ 94,04t $ o} $ s} $ 244911 $ 216,18
Cost ofproducts sold 119,33¢ 100,38 90,13¢ 77,58: (115) 6,152 209,357 184,12
Gross profit (loss 22,26¢ 21,75( 13,17¢ 16,46 115 (6,152) 35,55¢ 32,06!
SG&A 11,201 10,26 4,744 4,17¢ 13,03¢ 9,11¢ 28,98¢ 23,55
Gains on dispositions pfant,
equipment and timberlands, net o) o) o) o) (1,553 (597) (1,553 (597)
Totaloperating income (loss) 11,06: 11,48° 8,431 12,29: (11,37)) (14,67() 8,123 9,10¢
Non-operating expase d 9 d d (2,610) (8,837) (2,610) (8,837)

Income(loss) beforeincometax$y 11,062 $ 11,48 $ 8,431 $ 12,29: $ (13,98) $ (2350) $ 5513 % 272
Supplementay Data

Nettons sold 34,471 29,03 34,31¢ 33,27 o] 6] 68,78¢ 62,30¢
Depreciation, depletion and amortizatic

($in thousandsy $ 7,000 $ 6431 $ 6,767 $ 5475 $ 966 $ 2,30z $ 14,73: $ 14,20t
Capital expenditures 2,882 2,10¢ 1,297 1,712 1,653 1,18C 5,832 4,997

The sum of indidual amounts set forth above may notagree tatimelensedonsolidated financial statements included herein due to rounding
Sales and Costs of Products Sold

Three months ended

June 30
In thousands 2021 2020 Change
Net sales $ 244,911 $ 216,18¢ $ 28,72¢
Costs of products sold 209,357 184,12( 25,237
Gross profit $ 35,554 $ 32,06% $ 3,491
Gross profit as a percent of Net sales 14.5% 14.8%

The following table sets forth the contribution to consolidated net sales by each segment:

Three months ended

June 30
Percent of Total 2021 2020
Segment
Composite Fibers 57.8% 56.5%
Airlaid Materials 42.2 43.5
Total 100.C% 100.C%

Net saledotaled$244.9milion and$216.2million in thesecond quarters of 2021 and 20&&pectivelyOn a constant currency
basis, Commetsalesircreg&sedbg 7.2906 d Ai r | a iindreabed by®%.i a | s o

Composite Fiber s doomdion osld.®PeEnstheisatand quarteref@02®mpared to the yeago quarter
mainly driven bya 95% increase in our wallcover sales from the trough of the pandemic in 2020@nable currency translation of
$10.7million. Overall shipments, excluding metallizadhich was restructured ithesecond quarter of 2020, weup 26%versus the
secondjuarterof 2020.

Composite Fibersd1lld mikon was P Amilion toweqg compaced to theecondquarter of 2020Raw
materialand energy prices weré.@million higherthan the same period last yearand partly otigetpproximately $2.0 milion of
price increases. In addition, the higher sales volume for wallcover, electrical, and coffee products, combined with jprochactexh
to meet customerdemand, fully offsetinput price inflation. The impact of currerctyetaried hedging activity negatively impacted
earnings by $0.6 milionThe primary drivers are summarized in the following chart:
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$1.2 $(6.0)

Q22020 SellingPrice Volume RM & Operations & FX Q22021
Operating & Mix Energy Other Operating
Income Income

Airl aid Mat dcreaaet$s.dmilioreint thesy@atoeesyearcomparisorincluding six weeks of sales fromehecent
Mount Holly acquisition Shipments wer8.1% higher driven by Mount Hollyas well as a significant increase in tabletop demand as
in-person dining began to recover globalhese increases were partially offsetdoyer shipments in the hygierend wipes
categorieselated to customer destocking fraievatednventorylevels maintaineduringthe pandemidCurrency translation was
$4 6 milion favorable.

Airl ai d sktandeare202lsperatingincome of&4milion was $3.9 milion lower when compared to tre=cond
guarter of2020 Highershipments were more than offset by unfavorablg negatively impactingarningsby $09 milion while
operations wer&1.9 milion unfavorabledriven by lower production tadjust tocusbmer demandndmanagenventory levels
Selling price increaseslue to raw material paghrough provisionsvere more tharoffset by higheraw materialand energy prices,
reducingearningsby net $08 million. The impact of currency and related hedgirgidty negativelyimpactedearningby $03
milion. Theprimary drivers are summarized in the following chart:

$3.5 $(0.9)

$(4.3)

Q2 2020 Selling Volume RM & Operations FX Q22021

Operating Price & Mix Energy & Other Operating
Income Income
Other and UnallocatedT he amount of #fAOther and Unallocatedo operatin

Performancé¢otaled$11.4million in thesecond quarter of 202Zbmpared witt$14.7million in thesecond quarterof 2020
Excluding the items identified to pr eseandqudrterdfpRiedreastdEOa r ni n ¢
milion compared tehesecondyuarter o2020.

Income TaxesInthesecond quarter of 202ihcome from continuing operations totafsl5milion and income tax expense
totaled$4.0milion. On adjusted préaxincome of$12.0million, income tax expense w&g.0million in thesecond quarterof 2021
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The comparable amountsin the same quart20@bwere $14.5milion and$4.6milion, respectively. The effective tax rate on
adjusted earnings wa8% in thesecondjuarterof 202.

Foreign Currency For thethree months endedida30, 2021 the average currency exchange rate wa$ dollar/euro compared
with 1.10 in the same period of 20. The table below summarizesthe translation impact on reported results that changesin currency
exchangerateshad onour A0r8. basedopart i ons from t he conver si ormseconflquarterofs26210 p e |

Three months ended

In thousands June 30, 2021
Favorable (unfavorable)
Net sales $ 15,287
Costs of products sold (15,179)
SG&A expenses (1,021)
Income taxes and other (221)
Net loss $ (1,128)

The above table only presents the financial reporting impact of foreign currency translations assuming currency exchiange rate
2021were the same 2920 It does not present the impact of certain competitive advantages or disadvantages of operatingor
competing in multcurrency markets.

LIQUIDITY AND CAPITAL RESOURCES

Our business requires significant expenditures for new or enhanced equipment, to support our research and development effol
and to support our business strategyatidition, we have mandatory debt service requirements of both principal and interest. The
following table summarizes cash flow information for each of the periods presented:

Six months ended

June 30
In thousands 2021 2020
Cash, caskequivalents and restricted cash at the beginning of period $ 111,66¢ $ 126,201
Cashprovided (1sed by
Operating activities 1,365 (912)
Investing activities (181,13¢) (11,44¢)
Financingactivities 165,13¢ (23,175)
Effect of exchange rate changes on cash (1,432) (123)
Change in cash and cash equivalents from discontinued operations (238) (945)
Net cash used (16,309 (36,603)
Cash,cash equivalents and restricted cash at the end of period 95,362 89,59¢
Less: restricted cash in Prepaid and other current assets (2,000 (2,000)
Less: restricted cash in Other assets (9,197 (10,979)
Cash anatash equivalents at the end of period $ 84,16¢ $ 76,61¢

At June30, 2021 we hadb84.2million in cash and cash equivalelitsi ¢ aheld by hpoth domestic and foreign subsidiaries.
Approximately72.5% of our cash and cash equivalentsis held by our fosigsidiaries butould be repatriated without incurring a
significant amount of additionaltaxés.addition to cash, as dline 302021, §13.0milion was available underour existing
revolving credit agreement.

Cashprovidedby operating activities in the firsix months of 2021otaled$1.4milion compared witha use of$(0.9)million in
the same period a yearaddechangen operating cash flow reflects®6.8 milion increase irearnings before interest, taxes,
depreciation and amortizatipms well ady improvedworking capitalisage primarily fom accounts payahl€hese factwwere
partially offsetoy thepayment of approximately 418 million related tovalueadded tax liabilties identified in the first quarter while
reviewing certain customer sales arrangements. We expiditagecover these payments from customers duitire second half of
2021.
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Net cash used by investing activities vi81.1milion compared with $1.4million in thesame period a yearagbhe increase
was due to the Mount Holly acquisitioBapitalexpenditures totalgd 1.2milion and$12.0milion for thesix monthsended
June30, 2021 and 2020@espectively, and are expected to B8 #hilion to $35million forthe full year202.

Net caslprovidedby financing activities totale$i165.1million in the firstsix months of 202tompared witha use 0f$23.2
million in the same period df020. Thechange in financing activities primarily reflec®460 million in additionalborrowings under
our revolving credit facility to fund the Mount Holly acquisition, a8ill.7 milion shorterm borrowing, the proceeds of which were
used for general purposes.

The 2019 Facility contains a number of customary compliance covenants, the most restrictive of which is a maximum leverage
ratio of 4.0xprovided that such ratio increase#tbx duringthe period of fourfiscal quartersimmediately following a material
acquisition As of June30, 2021the leverage ratio, as calculated in accordance with the definition in our amended credit agreement,
was3.0x, within the limits set forth in our creditgreementin July 2021, we announced a definitive agreement to acquire Jacob Holm
in a transaction valued at $308 million. In connection with the transaction, we have obtained commitments for the nineessagy f
and we intend to fund the acquisitioiitivunsecured debt. In addition, we intend to pursue extending the maturity of our revolving
credit facility.Based on our expectations of future results of operations and capitalneeds, we do not believe the debt covenants will
impact our operations ontiit our ability to undertake financings that may be necessary to meet our capital needs.

The following table sets forth our outstanding letegn indebtedness:

June 30 December 31

In thousands 2021 2020
Revolving creditfacility, due Feb. 2024 $ 213,47¢ $ 36,81:
TermLoan, due Feb. 2024 235,30: 249 71
2.40% Term Loan, due Jun. 2022 1,69¢ 2,62¢
2.05% Term Loan, due Mar. 2023 11,10C 14,737
1.30% Term Loan, dudun. 2023 3,39¢ 4,382
1.55% Term Loan, due Sep. 2025 6,18¢ 7,14z
Total longterm debt 471,16¢ 315,41¢
Less current portion (24,267) (25,057%)
Unamortized deferred issuance costs (1,63€) (1,89¢)
Long-term debt, net of current portion $ 445,261 $ 288,46¢

Financing activities include cash used forcommon stock dividends. In both thexfisbnths of 202Aand 2@0, we useds12.0
milion and$11.5million, respectively of cash for dividends on our common stock. Our Board of Directors determines what, if any,
dividends will be paid to our shareholddrsthe second quarterof 2021, our quarterly dividend was increased by 3.7% to $0.14 per
shareDividend payment decisions are based upon-hasting factors and conditions and, therefore, historical trends of dividend
payments are not necessarily indicative of future payments.

We are subject to various federal, state and locallaws and regulmtiended to protect the environmeas well as human
health and safety. At various times, we have incurred significant costs to comply with these regulations and we coddtitiooad a
costs as new regulations are developed or regulatory prioritiesgeha

At June30, 2021 we had ample liquidity consisting o88.2million of cash on hand ar&l13.0million of capacity underour
revolving credit facility. We expect to meet all of our nearand4amgpn cash needs from a combination of operating dash tash
and cash equivalents, our existing credit facility and otherleng debt.

Off-BalanceSheet ArrangementsAs of June30, 202landDecembeB1, 202Qwe had not entered into any dfalancesheet
arrangements. Financialderivativstruments, to which we are a party, and guarantees of indebtedness, which solely consist of
obligations of subsidiaries, are reflected in the condensed consolidated balance sheetsincluded hereiri iRintemcidl
Statements.
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ITEM 3. QUANTITATIVE AN D QUALITATIVE DISCLOSURES ABOUT MARKET RISK S

Year Ended December 31 June 30, 2021
In thousands, except percentages 2021 2022 2023 2024 2025 CarryingValue FairValue
Long-term debt
Average principal outstanding
At variable interest rates $442,24t  $432,447 $419,36¢ $ 62,681 $ o) $ 448,781 $448,78]
At fixed interest rate$ Term Loans 25,927 16,99¢ 8,28¢ 2,137 437 22,38¢ 22,58¢

$  471,16¢ $471,37(

Weightedaverage interest rate
On variable rate debt 1.32% 1.32% 1.32% 1.32% o)
On fixed rate debt Term Loans 1.87% 1.84% 1.83% 1.62% 1.55%

Interest rate swap

Py fixed/received variablénotional) (1180,00C 1180,00C 0180,00( o) o]
Rate paid 0.0395% 0.039%% 0.0395% o} o}
Rate received o] o] 0 o} o}

The table above presents the average principal outstandingand related interest rates for the next five years forrdbhg aststa
of June30, 2021 Fair values included herein have been determined based upon rates currently available to us for sigtibwit
terms and remaining maturities.

Our marketrisk exposure primarily results from changesin interest rates and currency exchangeJane30A2021 we had
$469.5milion of longterm debt, net of unamortized debt issuance costs, of v@&i@?%was at variable interest ratéster giving
effect to the interest rate swap agreemapproximatel\b0% of ourdebt was at variable interest rates. The fixed rate Term Loansand
the variable rate debt apeimarily eurobased borrowings and thus thalue of which is also subject to currency risk. Variardalee
debt outstanding represents borrowings under our revolving credit agregmmtrily Eurodenominatedhataccruesinterest based
on onemonthEuro UBOR, butin no eventless than zero,pline applicable marginn addition, variableate debtincludes U.S.
dollar denominated borrowings that accrue interest based emonéh U.S. dollar LIBORAt June30, 2021theweightedaverage
interest rate paid was equallt@2%. A hypothetical 10@asis point increase in the interest rate on variable rate debt would increase
annualinterest expense by. 8 million. In the event rates afeéd0 basis pointwer, interest expense would $6.1 million lower

We entered into a Iluelloathgtofixddinteresh rateswdpiagraement withacertain financialinstitutions.
Under the terms of the swap, we wildl pay a fixed inmlenest r
We will receive the greater of 0.9®or EURIBOR.

As part of our overall risk management practices, we enter into financialderivatives primarily designed to either dreigge f
currency risks associated with forecasted transadtiine a sh f | ow hedgesd; o hangesihcumencyi gat e
exchange rates have on intercompany financing transactions and foreign currency denominated receivables andiphyables i g n
currency hedges. 0 For a more c¢ompli EBitapcialbiakmanisNote20n of t hi s ac

We are subject to certain risks associated with changesin foreign currency exchange ratesto the extent our operations are
conducted in currencies otherthanthe U.S. Dollar. On an annualbasis, our Euro denominated revenue exceeds ey expense
e st i maQndlidn. With respect to the British Pound Sterling, Canadian Dollar, and Philippine Peso, we have differing amounts
of inflows and outflows of these currencies, although to a lesser degree thanthe Euro. As a result, parttbuteggendt to the
Euro, we are exposed to changesin currency exchange rates and such changes could be significant.

ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedure®ur Chief Executive Officeand our principal financialoifer, after
evaluatingthe effectiveness of our disclosure controls and procedures (as defined in Exchange Act R&lés) 83al 15d.5(e)) as
of June30, 2021 have concluded that, as of the evaluation date, ourdisclosure controls and procedufestve ef

Changes in Internal ControlsOn May 13, 202 lwe complete the Mount Holly acquisitiowe are in the process of
incorporating Mount Hollybés internal controls into oalr stru
changan our internal control over financial reportingh@re were n@therchangesin our internal control over financialreporting
during the three months endéune30, 2021 that have materially affected orare reasonably likely to materially affect orrraite
control over financial reporting.
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PART Il 7 OTHER INFORM ATI ON

ITEM 6. EXHIBITS

The following exhibits are filed herewith or incorporated by reference as indicated.

31.1

31.2

321

32.2

101.INS

101.SCH
101.CAL
101.DEF
101.LAB
101.PRE
104

Certification of Dante CParrini, Chairman and Chief Executive Officer of Glatfelter, pursuant to Section 302(a)c
Sarbane®xley Act of 2002, filed herewith

Certification of Samuel L. Hillard, Senior Vice President @idef Financial Officenf Glatfelter pursuantto Section
302(a) of the Sarban&3xley Act of 2002, filed herewith.

Certification of Dante C. Parrini, Chairman and Chief Executive Officer of Glatfelter, pursuant to Section 906 of
Sarbane®Oxley Act of 2002,18 U.S.C. Section 1350cnishedherewith

Certification ofSamuel L. Hillard, Senior Vice President and Chief Financial OffidéBlatfelter pursuant to Section
906 of the Sarbane®xley Act of 2002, 18 U.S.C. Section 1350rishedherewith.

Inline XBRL Instance Documeiitthe instancelocument does not appearin the Interactive Data file becauseiits i
tags are embedded within the Inline XBRL document.

Inline XBRL Taxonomy Extension Schema.
Inline XBRL Extension Calculation Linkbase.
Inline XBRL Extension Definition Linkbase.
Inline XBRL Extension Label Linkbase

Inline XBRL Extension Presentation Linkbase.

CoverPagelnteractive Datdrile (formatted asan inlin¥BRL and contained in Exhibit 101)
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SIGNATURES

Pursuantto the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has dulis cepused th
to be signed on its behalf by the undersigned, thereunto duly authorized.

Glatfelter Corporation
(Registrant)

August 3,2021

By /s/ David C. Elder
David C. Elder
Vice President, Finance and Chief
Accounting Officer
(Principal Accounting Officer)
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