Badger Consultants, LLC
Report Date: Thomas S. Chanos

he
BGal‘ FaCtS May 21, 2007 (608) 274-5019

Tom_Chanos@charter.net

Building Materials Holding Corp
BLG - $13.34 - NYSE

Recommendation: Cover Short

Reasons For Closing Out Short Sale Recommendation
We originally recommended selling BLG (formerly BMHC) at $91.25 on November 11, 2005. The stock
split 2 for 1 a few months later, so our adjusted short sale price is $45.625. We now have a profit of
+$32.29 or 70.8%. We are recommending our clients take their profit here. Our holding period was 18
months. In this market, taking a huge profit on a short sale makes sense. Our original reasons for shorting
this stock all worked out. We said:

» Ending of housing mania in their “hot” markets.
» Serial acquirer of cyclical low margin mom and pop subcontractors to homebuilders.
» Results appear strong on the surface but there are many red flags underneath.
» Tangible book value declines quarter over quarter despite growth in net income.
» Cash flow from operations is positive yet free cash flow after acquisitions is negative.
» Too much of cost of acquisitions are allocated to goodwill.
» Acquires businesses that have lower margins than their existing business?
» Front-loading charges of acquired businesses?
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All information contained herein is obtained by Badger Consultants, LLC from sources believed by it to be accurate and reliable. However, such
information is presented “as is” without warranty of any kind and Badger Consultants, LLC makes no representation or warranty, express or implied, as to
the accuracy, timeliness, or completeness of any such information. All expressions of opinion are subject to change without notice. Badger Consultants,
LLC hereby discloses that the clients of Badger Consultants, LLC and we the company, officers, employees and relatives, may now have and from time to
time have directly or indirectly a “long” or short position in the securities mentioned and may sell or buy such securities at any time.
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BLG Revenue
March 2002 To March 2007
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BLG EPS
March 2002 To March 2007
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BLG Revenue Growth Rate %
Year Over Year
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BLG Sequential Revenue Growth Rate
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