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GeorgiaPacific Corporation ;33 p.,pime Strees, N.E. (30303)
P.O. Box 105605
Atlanta, Georgia 30348-5605
Telephone (404) 521-4000

March 16, 1992

Dear Shareholder:

Enclosed is the Georgia-Pacific Corporation 1991 Annual Report to Shareholders, which includes, on
pages 30-48, financial statements of the Corporation for the three years ended December 31, 1991 and
the report of our auditors, Arthur Andersen & Co., dated February 14, 1992, on such financial statements.
On or about February 28, 1992, after the Annual Report was printed, certain litigation was instituted
against the American Paper Institute and 33 paper manufacturers, including a wholly-owned subsidiary of
the Corporation.

The Corporation believes the allegations made in this lawsuit are without merit and intends to defend
this action vigorously. In addition, although there can be no assurance in this regard, based on
information presently available the Corporation believes that the outcome of this litigation will not have a
material adverse effect on the consolidated financial condition of the Corporation. Accordingly, we have
added an additional note to our 1991 financial statements expressing this belief, and Arthur Andersen &
Co. have updated and reissued their opinion to include the additional disclosure.

The text of the additional note, and the unqualified opinion of Arthur Andersen & Co. issued in
replacement of the opinion included in the Annual Report, are attached to this letter. | hope you will take a
moment to review this information along with the Annual Report.

Sincerely,

r«»fa-\sgur N, .

T. Marshall Hahn, Jr.
Chairman and
Chief Executive Officer
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GEORGIA-PACIFIC CORPORATION AND SUBSIDIARIES

NOTE 13 TO THE FINANCIAL STATEMENTS
For the Years Ended December 31, 1991, 1990 and 1989

NOTE 13. Subsequent Event

As described in Note 10 to the Financial Statements, the Corporation is involved in numerous
tawsuits filed in Mississippi related to the alleged discharge of dioxin into the Leaf River from a pulp mill
owned by a subsidiary of the Corporation. On or about February 28, 1992, a lawsuit was filed in state
court in Texas against 33 pulp and paper companies, including a wholly-owned subsidiary of the
Corporation, and the American Paper Institute. The suit purports to be a class action on behalf of all
persons in the United States who live down river of a bleached kraft pulp mill. The suit seeks personal and
property damages of $100 billion resulting from an alleged conspiracy by the defendants to suppress
information about the allegedly harmful effects of dioxin on health, as well as from trespass, nuisance,
infliction of emotional distress and strict liability. This suit has been brought by the same attorneys who
have filed the Mississippi dioxin cases referred to in Note 10 and, by such attorneys' own admission, is
part of their strategy to force the Corporation to settle the Mississippi dioxin cases. The Corporation and
certain of its other subsidiaries own bleached kraft pulp mills. Based on the threats of such plaintiffs’
attorneys, there is a reasonable probability that the Corporation and such subsidiaries will also be named
as defendants. The Corporation believes that the allegations of this suit are without merit and intends to
defend this action vigorously. Although there can be no assurance as to the ultimate result, based on the
information presently available, the Corporation believes that it has meritorious defenses and that the
outcome of this lawsuit will not have a material adverse effect on the consolidated financial condition of
the Corporation.
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Shareholders and the Board of Directors
of Georgia-Pacific Corporation:

We have audited the balance sheets of Georgia-Pacific Corporation (a Georgia corporation) and
subsidiaries as of December 31, 1991 and 1990 and the related statements of income, shareholders'
equity and cash flows for each of the three years in the period ended December 31, 1991 (not presented
herein). These financial statements are the responsibility of the Corporation's management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Georgia-Pacific Corporation and subsidiaries as of December 31, 1991 and 1990 and
the results of their operations and their cash flows for each of the three years in the period ended
December 31, 1991 in conformity with generally accepted accounting principles.

As explained in Notes 1 and 8 to the financial statements, effective January 1, 1991, the Corporation
changed its methods of accounting for certain manufacturing supplies and for postretirement health care
and life insurance benefits.

ARTHUR ANDERSEN & CO.

Atlanta, Georgia

February 14, 1992

(Except with respect to the matter
discussed in Note 13,

as to which the

date is March 12, 1992)
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SigntFicanT EVENTS

Operating profits in our building products segment reached record-high levels in 1992.

A&

Weak demand and high capacity in the industry depressed pulp and paper segment profits.

Wk reduced capital expenditures and working capital and took steps to lower our costs.

Oour free cash flow was used to reduce debt by $332 million and to make dividend payments.
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HIGHLIGHTS Georgia-Pacific Corporation and Subsidiaries

Increase
(Dollar amounts. except per share, and shares are in millions) 1992 1991 (Decrease)
Net sales o o 811,847 $11,524 3%
Netloss* . . . L L . (60) (34) 76
Loss pershare® ... . ... . oo : {-69) (.40) 73
Cash provided by operations®** . . . .. .. ... .. .. ... . 868 905 (4)
Cash dividends paid . ... . .. S o : 140 140 —
Total assets at year end o o . 10,890 10,622 3
Total debratyearend*** . ... . .. . .. L C 5,767 6,099 (5)
Total debt to capital at yearend ... ... ... .. o 56.6% 59.5%
Cash dividends paid per share of common stock . .. . .. 7 $ 1.60 $ 1.60 —%
Shares of common stock outstanding at yearend ... . .. ‘ 88.1 87.4 1
Shareholders of record at yeatend . .. . ... ... ... 44,000 47,000 (6)

*Before extraordinary item and cumulative effect of accounting changes.
**Excludes the accounts receivable sale program and taxes on asset sales for 1991
***Includes the proceeds from the accounts receivable sale program under the assumption that at the end of the program the
proceeds will be replaced by debt.
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LETTER TO SHAREHOLDERS
Considering our expectations when the year
began, Georgia-Pacific’s performance was
disappointing in 1992. Although operating
profits for our building products business
were double 1991 levels, the increase was
offset by a decline in pulp and paper profits.
By focusing on cash flow, however, we reduced
capital expenditures and working capital
levels and identified additional opportunities
to reduce operating costs. While your com-
pany reported a net loss for the year, we
generated free cash flow of more than $500
million for debt reduction and for dividends.

FinanciaL Resuurs Excluding the effects of
asset sales in 1991, extraordinary items and
accounting changes, Geotgia-Pacific reported
a loss of $60 million ($.69 a share) in 1992,
compated with a loss of $106 million ($1.24 a
share) in 1991. Sales in 1992 were $11.8 bil-
lion, compared with $11.5 billion in 1991.

The pulp and paper segment reported an

operating loss of $8 million, compared with
a profit of $362 million in 1991. Excess indus-
try capacity and weak economies in the U.S.
and abroad kept prices for key grades under
pressure. Prices for communication papers
were lower in 1992 than in 1991. A stronget

dollar reduced the cost advantage of US.

market pulp producers; and, after improving
for much of the vear, prices fell sharply in
the fourth quarter. Our adoption of a new
income tax accounting standard in 1992
increased depreciation expense for this
segment by $65 million.

In contrast, our building products busi-
ness reported record profits of $691 million
in 1992, compared with $344 million in 1991.
Environmental restrictions on logging forced
more mill closures in the Pacific Northwest,
resulting in very tight supplies and higher
prices for plywood and lumber. Housing
starts and home improvement activity also
increased in 1992.

In 1992 our operating cash flow of $868
million, supplemented with $59 million
in proceeds from asset sales, covered capital
spending and dividends and enabled us to
reduce debt by $332 million to $5.77 billion.

We believe that success in our industry
depends on our ability to keep costs low.
While our assets are among the world's best
and we rank among the industry’s lowest
cost producers, we continuously strive to
become even more efficient. In 1992, we
announced a plan to focus our Wisconsin
paper mills on premium, specialty and

technical grades of communication papers.
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We currently are reviewing production,
marketing and administrative functions
throughout our pulp and paper operations,
and we have identified opportunities to

reduce costs further.

Investments Capital expenditures in 1992 were

$384 million. Most projects were undertaken
to maintain our facilities, enhance safety ot
comply with environmental regulations.
Working capital was also reduced during the
year. We expect to continue tight control of
the allocation of cash in 1993.

In May, we purchased a softwood lumber
mill in Philomath, Oregon, to process logs
from company-owned timberlands. Also last
year, we announced plans to construct an
oriented strand board plant in West Virginia,
and we purchased an option on a Virginia
site for another. A project to convert capacity
from paper-grade market pulp to higher-
value fluff pulp at our Brunswick, Georgia,
mill is expected to be completed in May.

We continue to review our operations for
fit and performance and will offer for sale

those that are not strategic.

EnvironmMmENTAL [SSUES Inl992,wead0pted

the environmental and forest stewardship
principles established by the American Forest

and Paper Association. These principles

reflect cthe balance required to protect the
environment, while enabling the industry to
remain competitive globally and to meet the
demand for wood and paper products. Some
of the significant issues facing our industry
are discussed in the Environmental Issues

section of this report.

EXECUTIVE ASSIGNMENTS Atits]anuary27,

1993 meeting, your board of directors elected
A.D. “Pete” Correll to succeed me as chief
executive officer effective in May and become
chairman following my retirement in
December. The board also named James C.
Van Meter vice chairman and chief financial
officer and W.E. “Ed” Babin executive vice
president-pulp and paper. The board
selected Pete because of his excellent
analytical abilities and his unsurpassed
operating experience in the industry. Under
his superb leadership, I am confident that
our talented management team will con-
tinue to move this company toward

€ven greater Success.

gy K

T. Marshall Hahn, Jr.

Chairman and Chief Executive Officer

February 11, 1993
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A.D. Correll
President and

Chief Operating Officer

T. Marshall Hahn, Jr.
Chairman and

Chief Executive Officer
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BuiLoinG PrODUCTS
Georgia-Pacific is the leading manufacturer and distribu-
tor of building products in the United States. The com-
pany produces plywood, oriented strand board and other
wood panels, lumber, gypsum wallboard, chemicals and
other products at 150 facilities in the United States and
2 in Mexico. The company also is the country's largest
building products wholesaler, with distribution centers

serving U.S. markets.

With 139 The company’s building products business is affected
distribution by the level of housing starts; the level of home repairs,
centers and remodeling and additions; commercial building activity;
more than the availability and cost of mortgage funds and changes
1,100 trucks, in the industry’s capacity.
we mpp/}; s Geotgia-Pacific’s building products profits reached
broad line record levels in 1992. Although the economy was slug-
of building gish, lower mortgage interest rates helped to support
products fo_ an increase in housing construction. Prices for structural
customers ' panels atid lumber rose to record-high levels as logging
nationwide, restrictions on government lands resulted in more

mill closures in the West and a tightening supply/
demand balance.

DistrisuTion Georgia-Pacific is the leading wholesaler of
building products in the United States, with 139 distri-

bution centers located in 46 states. The centers serve

traditional lumberyards, consumer-otiented home cen-
ters, makets of mobile homes and other manufacturers.
Eleven of these are millwork and specialty centers that

primarily sell wood mouldings. doors and windows.
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To supplement Georgia-Pacific’s production and offer
customers a broader line of building products, our distri-
bution centers also purchase products from other manu-
facturers. In 1992, these purchases were approximately
$2.1 billion, almost one-half of all materials sold at our
centers. Purchased products include wood panels, lum-
ber and roofing, as well as product lines that we do not
manufacture, such as nails and other metal products,
doors, insulation, vinyl siding and adhesives.

G-P’s building products exports were $141 million in
1992 and are expected to grow in the coming years. We
ship building products to 60 countries and have building
products sales offices in Europe and Mexico. While our
largest export markets are in the Caribbean and Europe,
Mexico has been our fastest-growing market in the

past two years.

Wooo Pamers Georgia-Pacific is the largest producer of

structural wood panels in the United States, accounting
for about 20 percent of domestic structural panel capac-
ity. Our 24 plywood and oriented strand board plants, '
located primarily in the Southern U.S., can produce
6 billion square feet of panels per year. About 60 per-
cent of our plywood production is devoted to specialty
applications such as decorative siding, sanded plywood
and concrete form.

Georgia-Pacific is also a major producer of man-
ufactured board products for many industrial and
construction applications. Hardboard. particleboard,

panelboard, softboard and fiberboard are made from

G-Pis the

largest

.' producer of
. Jt‘mctumv/

" wood panels

. in the United
 States, with
-~ about 20

- percent of

domestic

capactty.
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Our 43 mills
produce
about 2.6 bil-
tion board
Jeet of lum-
ber annually,
approxi-
mately 5
percent of
domestic

production.

logs, sawdust, shavings and chips at 19 mills. Applica-
tions include furniture, housing, shelving, fixtures, toys,
automotive parts and siding panels.

Oriented strand board (OSB) is a nonveneered struc-
tural panel made from strands of wood that are arranged
in layers with petpendicular orientation and bonded
with resin, OSB serves many of the same uses as plywood,
including roof decking, sidewall sheathing and floor
underlayment. In 1992, Georgia-Pacific announced
plans to construct its fifth OSB facility at Mt. Hope,
West Virginia. The plant will have an annual capacity
of 325 million square feet.

tumeer Georgia-Pacific is the second-largest lumber producer
in the U.S. The company produces about 2.6 billion
boatd feet of lumber annually, approximately 5 percent
of domestic lumber production. Most of our 43 lumber
mills are located in the South. Our products include
Southern pine, a variety of Appalachian and Southern
hardwoods, cypress, redwood, cedar, spruce, Western
pine, Douglas fir and pressure-treated Southern pine.

In 1992, Georgia-Pacific purchased a softwood lumber
mill in Philomath, Oregon, to process Douglas ﬁr and
Western hemlock logs from company-owned timberlands.

Gvrsum Prooucts Georgia-Pacific is the third-largest pro-
ducer of gypsum products in the United States. Our
10 gypsum board plants have an annual capacity of
3.1 billion square feet of gypsum board. G-P’s gypsum
products include wallboard, fire-door cotes, plaster and

joint compound and are primarily used in residential

- SGP 0001729
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and commercial construction. The company owns gypsum

reserves of approximately 125 million recoverable tons.

Cremicacs Georgia-Pacific is one of the forest products indus-

TIMBER

try's leading suppliers of resins, adhesives and paper
chemicals. The company ships more than 2 billion
pounds of thermosetting resins annually from its

16 plants to G-P mills and outside customers.

G-P also produces chemicals for use in other industries
and agriculture. In 1992, the company enhanced its
presence in the specialty resins market with the purchase
ofa phenolic resins coatings business, which includes
highly spectalized resins used in marine varnishes, metal
cans and tanks, food containers and other products.
anp Timaertanos Georgia-Pacific owns or
controls more than 6 million acres of timber and timber-
lands in the U.S. and Canada. Located near our mills,
approximately 70 percent of our timber is in the South,
20 percent in the East and 10 percent in the West.

The company’s timber holdings include Southern
pines and hardwoods; Douglas fir, hemlock and other
species in the Pacific Northwest; redwood, Douglas fir,
true firs and Western pines in Northern California; and
numerous species of hardwoods and softwoods in Maine,
New Brunswick, West Virginia and Wisconsin.

Fee-owned timberlands and other timber (controlled
through long-term contracts) supply a substantial part of
G-P's wood fiber requitements. The rest consists of logs
purchased in the open market, plant by products such as

chips and shavings and other recyclable materials.
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Our four con-
tainerboard
mills have a
combined
annual
capacity of 3
million tons A
aof linerboard
" and corrugat-

" ing medium.

PuLep AND PaAPER

Georgia-Pacific Corporation produces containerboard
and packaging, communication papers, market pulp,
tissue and envelopes at 103 facilities in the United States
and 1 in Canada. The company's pulp, paper and paper-
board capacity of 8.6 million tons represents about 8 per-
cent of the total annual capacity in the United States.
G-P’s Butler Paper subsidiary is one of the country’s
largest paper distributors.

Markets for Georgia-Pacific’s pulp and paper products
are affected primarily by changes in industry capacity
as well as by the level of economic growth in the United
States, currency exchange rates and foreign market con-
ditions. In 1992, sluggish demand in the US. and export
markets and excess capacity and inventories in the
industry combined to keep prices and profits depressed

in this segment.

COoONTAINERBOARD AND Packaging Gcorgia-Paciﬁc

produces containerboard, corrugated containers and
packaging, bleached board and kraft paper. The com-
pany is the second-largest producer of containerboard
in the United States. Our four containerboard mills
have a combined annual capacity of 3 million tons of
linerboard and cotrugating medium, about 12 percent
of US. capacity.

Approximately 50 percent of G-P's containerboard
production is transfetred to the company’s 37 corrugated
packaging plants and the balance is sold to indepen-

dent converters. In addition to conventional corrugated

15
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containers, G-P's packaging plants manufacture double-

and triple-wall containers and packaging, bulk bins,

water-resistant packaging and high-finish and preprinted

packaging for point-of-sale displays. Approximately

15 percent of its containerboard is exported, primarily

to Central America, Western Europe and the Far East.
The cdmpany can annually produce 364,000 tons of

bleached paperboatd, for use in frozen food containers,

food service items and other products. Approximately

350,000 tons of kraft paper are produced each year,

primarily for use in grocery and multiwall bags. G-Pis the
In 1992, Georgia-Pacific opened the industry's most nation'’s larg-
advanced facility for packaging design and testing. est producer
G-P’s Technology and Development Center, near .45}uncoated
% Atlanta, Georgia, employs the latest technology to : ,lfige—:/yeez

design packaging that meets the needs of our customers. V‘:jmper, with
The center tests the performance of packaging by _an annual
simulating a variety of climatic and shipping conditions. rcapacz'ty of

Communication Pareas Lhecompany is the largest 2.2 million
producer of uncoated free-sheet paper in the United tons.

States. G-P’s eight uncoated free-sheet paper mills have a
combined annual capacity of 2.2 million tons, approxi-
mately 16 percent of the U.S. industry total. Such papers
are used in office reprographics and commercial printing,
business forms, stationery, tablets, envelopes and checks.
Market conditions in this business have been poor
since the spring of 1991. Industry capacity of uncoated
free-sheet paper increased approximately 9 percent in the

past two years, while demand has been weak. During
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In addition
to paper-
grade market
pulp, the

company is

SN

one of the IRy

this period, prices for some grades have fallen more than
$200 per ton.

In 1992, after a thorough study of the buying criteria
and brand familiarities of merchants, printers and other
end-users, Georgia-Pacific began consolidating its com-
munication papers product lines. To improve brand
recognition, business and printing paper products are now
marketed as Georgia-Pacific Papers. The Nekoosa name
is used by the company’s Hopper Paper Division, which

matkets cover and text and specialty papers.

Marcer Puie  Georgia-Pacific’s seven market pulp mills have

an annual capacity of 1.9 million tons of market pulp,
approximately 20 percent of U.S. capacity. The company
is the world's second-largest market pulp producer. We
produce Southern softwood, Southern hardwood and 19
Notthern hardwood pulps for use in the manufacture of
many paper grades, and we are a major supplier of fluff
pulp and other specialty pulps.
The increasing use of recycled fiber in the US. is
expected to limit growth in domestic demand. Increased
paper consumption in export markets, however, is
expected to boost total market pulp demand. G-P
exports approximately 65 percent of its market pulp,
employing its direct sales force at pulp sales offices in
France, Germany, Italy, Japan, Switzerland, Taiwan and
the United Kingdom.
A conversion project underway at G-P’s Brunswick,
Georgia, pulp mill will expand the company’s production

of fluff pulp to approximately 550,000 tons per year
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Tissue

by mid-1993. Fluff pulp is used primarily in disposable
diapers and other sanitary items, products that are
experiencing growing demand, particularly in devel-
oping countries.
Georgia-Pacific is the fifth-largest producer of tissue
in the United States, with approximately 9 percent of
the industry’s capacity. We annually manufacture over
500,000 tons of tissue at five mills. Consumer and
commercial tissue products made at our six converting
facilities include paper towels, napkins and bath tissue.
Most of G-P’s consumer products are sold under our
brand names Angel Soft® Sparkle® Coronet® MD® and
Delta® by major retailers of food and general merchan-
dise. G-P also produces commercial tissue products for
industrial, food-service, office, hotel, motel and hospital
markets. Demand for tissue products tends to be relatively
stable through economic cycles, although competition

in the industry is intense.

Parer DISTRIBUTION AND ENVELOPES GCOI‘gia-PaCiﬁC'S

Butler Paper Company operates 80 distribution centers
in 31 states and ranks among the biggest paper distrib-
utors in the United States. Butler's customers include
commercial printers, in-plant printers, copy centers and
major corporations. Butler sells printing, writing and
industrial papers obtained from many manufacturers,
including our own mills.

The company’s Mail-Well Envelope Division is one of
the nation’s largest envelope manufacturers, with 17 plants

capable of producing 15 billion envelopes each year.

The company
markets a
fine of con-
sumer and

- commercial

v tissue

- products,

: including
paper towels,
napkins and

bath tissue.
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ENVIRONMENTAL ISSUES

Georgia-Pacific’s highest priority is to protect
the health and safety of our employees and
customers and the communities near our
facilities. We are committed to responsible
forest practices and conservation methods.
We encourage research directed toward
development of a scientific understanding
of the environmental impact of our opera-
tions. We support regulations that benefit
the environment, human health and safety
based on sound science and prudent
economic analysis.

Georgia-Pacific expects its managers to be
aware of the environmental impact of their
operations and to direct their operations to
protect employees, customers, the local com-
munity and naturzl resources. Georgia-Pacific
is committed to operate all of its facilities in
compliance with applicable environmental
laws, regulations and permits. Through an
environmental audit program we monitot
compliance with this policy.

In March 1993, Lee M. Thomas will join
Georgia-Pacific as senior vice president-
environmental and government affairs.

Mr. Thomas, former administrator of the

U.S. Environmental Protection Agency (EPA),

ForRresT

will also be chairman of the company's Envi-
ronmental Policy Committee. In this position,
he will have direct access to Georgia-Pacific’s
board of directors and regularly will provide
the board with environmental reports.

A discussion of some of the most sig-
nificant issues facing Georgia-Pacific and
the industry follows.
Manmacemeny Georgia-Pacific manages
mote than 6 million actes of timberland in
North America. Timber is the heart of our
business. We have developed extensive forest
management guidelines to protect wildlife,
maintain water and soil quality and address
aesthetic concerns as well as to ensure the
sustainability of hatvest yields. Many of
the provisions of our “Forestry for the '90s”
plans exceed current legal requirements and
address the public's environmental concerns.
Under these guidelines, which ate specific for
each region where the company operates, we
participate in air and stream improvemnent
projects, limit the size of clearcuts in certain
areas and exceed state tree planting require-
ments. The plans also require employing
wildlife biologists to help develop manage-
ment programs that are compatible with pres-

ervation of wildlife. In addition, we provide

SGP 0001741
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ongoing training on environmental and
wildlife issues for Georgia-Pacific foresters.
Among the more significant forest man-
agement issues facing Georgia-Pacific and
the industry are consetvation of wetlands and

endangered species.

weritanos Wetlands support plant and animal

species, help control flooding, improve water
quality and offer recreational opportunities.
Much of the wetlands in the United States
are held by private landowners, ranging from
forest products companies to individual
woodlot owners. Most are under active forest
management.

The Clean Water Act of 1972 legislated
federal control of wetlands. Normal silvicul-
tural activities, conducted in accordance with
approved Best Management Practices (BMPs),
were exempted from wetlands regulation by
amendments to the Act. BMPs are guidelines
that protect soil and water by governing site
pteparation, road construction, harvesting
methods, drainage and protection of streams.

The definition of wetlands used by the
U.S. Environmental Protection Agency is
“those areas that are inundated or saturated
by surface or ground water at a frequency

and duration sufficient to support, and that

under normal circumstances do supportt,

a prevalence of vegetation typically adapted
for life in saturated soil conditions. Wetlands
generally include swamps, marshes, bogs
and similar areas.”

However, 2 much broader definition of
wetlands was proposed by federal regulators
in their Delineation Manual published in
1989. It included under the definition of
“jurisdictional wetlands” dryer upland and
transition areas not typically associated with
wetlands, including great inland portions
of the Atlantic and Gulf coastal states, and
effectively doubled the acreage subject to
federal regulation. Now some groups are
seeking elimination of the silvicultural
exemption, and a number of proposed
revisions to the manual ate being debated.

Georgia-Pacific and the forest products
industry are concerned that an expanded
definition of wetlands and/or elimination
of, or changes to, the silvicultural exemp-
tion could impose costly and unnecessary
restrictions on forest management activ-
ities and reduce private timberland value.
Georgia-Pacific believes that modern forest
management practices are compatible

with an environmentally sound wetlands
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policy and that the silvicultural exemption

should be maintained.

EMNMUOANGERED SPECIES Manyanimalsand

plants with habitats native to timberlands are
protected (or recommended for protection)
as endangered species under the federal
Endangered Species Act of 1973. The federal
government has a mandate to set aside
public lands to provide ample habitat for
endangered species populations to recover
and increase. In order to maintain the exist-
ing population on private lands, landowners
must not harm or harass an endangered
species or negatively affect their habitat.

Two protected species have had the most
significant impact on forestry — the Northern
spotted ow! in the Pacific Northwest and the
red-cockaded woodpecker in the South. Some
8.2 million acres have been set aside as critical
habitat for the owl, and timber harvest levels
have been drastically reduced. In the South,
harvesting on federal lands is prohibited
within three-quarters of a rﬁile of a red-
cockaded woodpecker colony.

Georgia-Pacific’s plan to protect red-
cockaded woodpeckers on G-P lands has been
recognized by the U.S. Fish and Wildlife

Service as the most progressive program for

private land in the South. Under the plan,
our foresters mark habirtar areas of active col-
onies to control harvesting and prevent site
disruption. We also are conducting several
studies to determine the impact of our forest
management practices on endangered species
and the amount of habitat required for them.
We believe that proper forest management
can protect both wetlands and endangered
species and that severe restrictions on pri-
vately owned timberlands violate the rights

of landowners.

AR AnDd Waresa Q. uariyy Georgia-Paciﬁc’s

operations are subject to very extensive
government regulation pertaining to air
emissions, wastewater discharges and solid
waste disposal. Over the years, G-P has made
significant capital and operating expendi-
tures to comply with environmental regula-
tions. While environmental compliance costs
in future years will depend on regulatory
and technological developments that cannot
be predicted, we expect costs to increase as

regulations become more stringent.

Dioxins amp CrHioAinaven QaRrGANICS

An issue facing the pulp and paper industry
relates to questions about the environmental

impact of dioxins and other chlorinated

SGP 0001743

25



|
{
i
|

26

organics, which are unintended byproducts
of the pulp bleaching process. Dioxins are
a family of chemical compounds. One form,
2,3,7,8-TCDD, has been alleged to be a pos-
sible human carcinogen after certain labo-
ratory animals exposed to massive doses (far
in excess of amounts associated with pulp
and paper mills) developed cancers during
tests in the 1970s.

The paper industry has moved swiftly
to find ways to reduce its inadvertent gen-
etation of dioxins and other chlorinated
organics. At 9 of our 10 bleached pulp mills,
Georgia-Pacific has reduced the concentra-
tion of 2,3,7,8-TCDD in its effluent to levels
so minute they are not quantifiable using
EPA-approved procedures. Ongoing process
changes at the tenth mill will accomplish a
similar reduction. These reductions were
achieved in large part by substituting chlorine
dioxide for the molecular chlorine previously
used in pulp bleaching processes. The pro-
cess changes also reduced the levels of other
chlorinated organics in the mills’ wastewater.

Nevertheless, certain environmental groups
have called for the complete elimination of
chlorine and chlorine compounds in the

pulp bleaching process. We believe that there

would be no measurable environmental or
public health benefits from a conversion to
totally chlorine-free bleaching. The cost of
alternative bleaching methods would be
staggering —as much as $10 billion for the
industry—and such important qualities

of pulp and paper as strength, durability,
absorbency and softness would be diminished.
Georgia-Pacific is committed to producing
high-quality, environmentally sound pulp

and paper products at the lowest possible cost.

Souvic Waste MIANAGEMENT Georgia-Paciﬁc

is committed to making a significant reduc-
tion of America’s solid waste by minimizing
waste at its source, by utilizing manufac-
turing wastes efficiently and by recycling
post-consumer waste.

In our plants and mills, we often use tree
bark, sawdust, other wood wastes and spent
pulping liquors for a constant, low-cost
source of energy. Approximately 60 percent
of the company’s energy requirements are
generated internally. Wood chips from our
building products facilities are shipped to
our pulp and paper mills for conversion to
pulp and paper. Solid-wood byproducts also
are used in the production of particleboard.

Wastes that cannot be used internally are
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propetly managed and disposed of in
compliance with state and federal laws.

Georgia-Pacific supports the industry's
goal to increase the recovery rate for
wastepaper in the United States to 40 per-
cent by 1995. We are one of the nation’s top
paper recyclers, processing more than a
million tons of wastepaper each year. Most
of this is in the form of old corrugated con-
tainers used at our containerboard mills
to manufacture linerboard and corrugat-
ing medium. We also make 100-percent
recycled paperboard to sheathe our gypsum
wallboard, and we produce several lines
of communication papers using post-
consumer wastepaper.

Energy recovery offers a large market for
recovered paper, especially the low-quality,
mixed paper that cannot be economically
converted to new paper products. In 1992, G-P
introduced an innovative pilot program to
recover paper and convert it into economical,
clean-burning supplemental fuel pellets for
industrial plant boilers. We believe the use of
paper fuel pellets can help save landfill space,
lessen reliance on non-renewable fossil fuels
and 1mprove air quality by reducing certain

emisstons associated with coal.

For addinional informacion about these
and other covronmental issues atfecring
Georgra-Pacitic and the paper and forest
products industny. please write tor
Georgta-Pacific Corporation
Eovironmental Information
Attention: Corporate Communications
P.O. Box 105603

Atlanta. Georgia 30348
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FINANCIAL STRATEGY

Georgia-Pacific’'s emphasis is on generating
superior returns to our shareholders. The
way we operate our business, allocate capital
funds, compensate out employees and
manage our capital structure are focused on
that objective. We believe that under the
appropriate capital structure, excess cash
should be returned to our shareholders

if it cannot be invested in projects at
attractive returns.

The acquisition of Great Northern Nekoosa
Corporation (GNN) in 1990 increased out
debt substantially. Since then, we have made
significant progress toward reducing debt
and achieving a capital structure that will

provide more financial flexibility.

CaritaL Structure On December 31, 1992,

Georgia-Pacific’s debt was $5.77 billion,
including $800 million in proceeds from the
accounts receivable sale program. In less than
three years since the GNN acquisition, we
have reduced our total debt by approxi-
mately $2 billion — despite the recession

and difficult conditions in our industry.

In November 1992, Standard and Poor’s
Corporation announced an upgrade of

Georgia-Pacific’s senior unsecured debt

rating to BBB— from BB+ and the commer-
cial paper rating to A—3 from B.

During 1992 the company continued to
restructure its debt, issuing a total of $750 mil-
lion in 30-year debentures. At year-end the
weighted average interest rate on total debr,
including the accounts receivable sale pro-
gram, was 9.3%. Our participation as the
fixed-rate payer in interest rate exchange
agreements limits the impact of interest
rate changes on our interest expense.

We try to balance the amount of debt and
equity in a way that will benefit our share-
holders, keep our cost of capital low and
provide the flexibility we need to finance
attractive internal projects or acquisitions.
We think that an appropriate level of debt
for our mix of businesses and operations is
probably in the range of $5.0 to $5.5 billion.

A more detailed discussion of our financ-
ing activities in 1992 is included in Manage-

ment’s Discussion and Analysis.

Casu Frow Georgia-Pacific’s strong cash flow sup-

ports our continued ability to fund necessary
capital investments, to pay dividends and
interest and to make debt repayments on
schedule. We believe that the key to improv-

ing the value of our shareholders’ investment
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is to maximize free cash returns from our
operations. We define free cash flow as cash
from operations plus proceeds from asset
sales less capirtal expenditures.

In 1992, our free cash flow was $535 mil-
lion, including cash from operations of
$868 million and proceeds from asset sales
of $59 million, less capital expenditures and
other investments of $392 million. Cash from
operations exceeded net income by $992 mil-
lion, primarily because of noncash deprecia-
tion, depletion and goodwill amortization
charges. Free cash flow was used to pay divi-
dends of $140 million and to reduce debt.

Although the level of free cash flow gen-
erated by the company depends on business
conditions, we also have been able to increase
free cash by careful allocation of cash for
capital expenditures and working capital
and by selling nonstrategic or underper-

forming assets.

CaritTaL INVESTMENTS/DIVESTITURES Ina

capital-intensive business, our ability to add
value depends to a large extent on the allo-
cation of funds to projects with attractive
returns. We also routinely evaluate the
performance and strategic fit of existing

operations—and consider the divestiture

INCENTI

of those that are nonstrategic or not expected
to deliver adequate returns.

We evaluate Capit';ll projects and acquisi-
tions by the rate of return of free cash flow
expected to be generated over the life of the
investment. Our hurdle rate of return takes
into account risk factors that can affect
the project’s return.

In 1992, capital spending was $384 mil-
lion. Most of our recent capital projects have
primarily been defensive in nature, such as
those undertaken to maintain our facilities,
to comply with environmental regulations
or to ensure the safety of our employees.
vE CompensaTion Prans We have
implemented compensation programs that
align our managers’ economic interests with
those of our shareholders. These programs
include a short-term incentive plan based on
annual performance and a long-term plan
that is linked to the company’s share price.
Cash bonuses under our Management Incen-
tive Plan for 1992 and 1993 are based on free
cash flow, with a minimum rarget established
at the beginning of the year.

Under our 1990 Long-Term Incentive Plan,
awards of G-P common stock depend upon

achieving specified increases in share price
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and upon the plan participant’s continued
employment for a specific time. During
1992, 538,000 shares of restricted G-P com-
mon stock were awarded after the initial
share price targets of $60 or more were
achieved. Most of the future awards are
based on achieving share price térgets of
$70, $80, $90 and $100 before the plan

expifes in March 1995.

Divioenos AMD SHARE RepurcHases Man-

aging and reinvesting in our core businesses
to add value for the shareholder is our pri-
mary responsibility. To the extent that we
cannot identify satisfactory investment
opportunities, however, we are committed to
returning cash to our shareholders through
dividends ot share repurchases.

Our policy 1s to pay dividends at a rate
of approximately one-third of sustainable
earnings. We consider sustainable earnings to
be the average earnings expected over a cycle.
Recognizing the cyciical nature of our busi-
ness, we do not intend to adjust dividends
based on short-term swings in earnings.

Our board of directors authorized a share
repurchase program that began in 1987 as
a means of distributing cash to our share-

holders and of maintaining our ratio of debt

to capital within a target range. During 1987,
1988 and 1989, we repurchased 26.2 million
shares of common stock at a total cost of
$1.1 billion. In 1989, we suspended our

share repurchase program, anticipating the
higher leverage that resulted from the GNN
acquisition. We anticipate that share reput-
chases will again be an option for the use

of excess cash after we reduce debt to an

appropriate level.
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MANAGEMENT'S DIiSCUSSION AND ANALYSIS

1992 CompaRED WiTH 1991
Georgia-Pacific’s consolidated net sales of $11.8 bil-
lion tn 1992 were 2.8 percent higher than 1991 net sales
of $11.5 billion. The Corporation’s net loss in 1992 was
$124 million ($1.43 per share), which includes a

$55 million (64 cents per shate) after-tax charge for

an accounting change and a $9 million (10 cents per
share) after-tax loss on the early extinguishment of
debt. The Corporation’s net loss in 1991 was $142 mil-
lion ($1.65 per share), including $72 million (84 cents
per share) of after-tax gains on asset sales, a $45 million
(52 cents per share) net after-tax loss on early extin-
guishment of debt and a $63 million (73 cents per
share) net after-tax charge for accounting changes.

The Corporation adopted Financial Accounting
Standard Number 109, “Accounting for Income Taxes,”
(FAS 109) effective January 1, 1992. In addition to the
one-time, after-tax charge of $55 million for the cumu-
lative effect of the adoption of FAS 109, the pretax loss
for 1992 includes an additional charge for depreciation
and depletion of $69 million, which was offset by a
reduction in income tax expense of approximately
$83 million, as a result of the accounting change. The
$55 million charge resulted primarily from providing
deferred income taxes for differences between the
remaining net book values and the tax bases of net
assets acquired in purchase transactions other than the
a.quisition of Great Northe:n Nekoosa Corporation
(GNN), partially offset by a reduction in previously
provided deferred taxes to reflect the lower current
statutory income tax rate. Also as a part of the adoption
of FAS 109, the Corporation recorded adjustments to
various balance sheet accounts which resulted from
adjusting to pretax amounts the carrying values of cer-
tain assets and liabilities related to the Corporation’s
acquisition of GNN in March 1990. These adjustments
are detailed in Note 5 of the Notes to Financial State-
ments. The adjusted carrying values resulted in addi-
tional depreciation and depletion expense of $4 million
for the building products segment and additional
depreciation of $65 million for the pulp and paper
segment for 1992.

The Corporation adopted Financial Accounting
Standard Number 106, “Employers’ Accounting for
Postretitement Benefits Other Than Pensions,”

Georgia-Pacific Corporation and Subsidiaries

effective January 1, 1991. This resulted in a one-time,
after-tax charge of $119 million in 1991.

Also effective January 1, 1991, the Corporation
changed its accounting policy to include in inventory
certain supplies that were previously expensed. The
cumulative effect of this change for years prior to 1991
was to increase income by $56 million after taxes in 1991.

In November 1992, the Financial Accounting
Standards Board issued Financial Accounting Stan-
dard Number 112, “Employers’ Accounting for Post-
employment Benefits,” which requires recognition of
benefits provided by an employer to former ot inactive
employees after employment but before retirement.
Companies ate required to adopt the new standard no
later than for fiscal years beginning after December 15,
1993, The Corporation has not determined the petiod
in which the new standard will be adopted or the
impact of adoption.

SgrecreEn lpbpusyay SEGmeENT Dara

Year ended December 31
(Millions) 1992 1991 1990
Net sales
Building products $ 6112 $ 5405 $ 5923
Pulp and paper 5,711. 6,089 6,702
Other operations 24 30 40
Total net sales $11,847 $11,524 $12,665
Operating profits
Building products $§ 691 § 344 § 423
Pulp and paper (8) 362 979
Other operations 9 17 17
Other income - 344 48
Total operating profits 692 1,067 1,467
General corporate (166) (165) (94)
Interest expense (565) (584) (606)
Cost of accounts receivable
sale program (35) (59) (48)
(Provision) benefit for
income taxes 14 (293) (354)
Income (loss) before
extraordinary item and
accounting changes (60) (34) 365
Extraotdinary item,
net of taxes 9 (45) —
Cumulative effect of
accounting changes,
net of taxes (55) (63) -
Net income (loss) 8 (124) § (142) $ 365
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The building products segment reported sales of
$6.1 billion in 1992, 13.1 percent higher than $5.4 bil-
lion in 1991. Operating profits in 1992 of $691 million
were significantly higher than $344 million in 1991. The
return on sales was 11.3% and 6.4% 1n 1992 and 1991,
respectively. The increase in operating profits is primarily
the result of average prices for 1992 being higher for most
of the Corporation’s building products compared with
1991. Supply constraints caused by environmental restric-
tions on logging in the West resulted in higher prices
during most of 1992. More recently, the wet weather in
the South has further reduced log inventories through-
out the industry, thus tightening an already restricted
supply. Although significant changes in demand are
not expected in the near future, supply constraints are
expected to continue to favorably impact prices for
most of the Corporation’s building products in 1993.

Sales in the pulp and paper segment declined
6.2 percent to $5.7 billion in 1992 compared with
$6.1 billion in 1991. Pulp and paper reported an operat-
ing loss in 1992 of $8 million compared with operating
profits of $362 million in 1991. In 1992, continuing
excess industry capacity and weak market conditions
have resulted in lower prices for most of the Corpora-
tion’s pulp and paper grades. Bleached board, kraft
paper and communication papers average prices were
lower in 1992 compared with 1991, and average market
pulp, containerboard and packaging prices in 1992
were approximately the same compared with 1991.
Prices for most of these pulp and paper products,
however, finished the year lower than average prices
for all of 1992. Pulp and paper's 1992 operating results
were also impacted by additional depreciation expense
of $65 million due to the adoption of FAS 109 and, in
the fourth quarter, a $28 million charge for the write-
down of certain facilities to net realizable value.

The Corporation does not expect demand to increase
enough to absorb the excess capacity in the pulp and
paper industry in 1993. Additionally, movements in
exchange rates could result in price reductions for certain
of the Corporation’s products. As a result, prices for
most of the Corporation’s pulp and paper products are
not expected to improve significantly in the near future.

Georgia-Pacific Corporation and Subsidiaries

The Corporation will continue its reengineering of
operating and administrative processes to achieve
greater efficiencies and reduce costs. Additionally, the
Corporation will continue to review its business units to
identify those that are not strategic to its principal opet-
ations. Efforts to reduce working capital employed in
the business were successful in the second half of 1992
and will continue throughout 1993.

The Corporation reported a $74 million pretax loss
for 1992 before the extraordinary item and the cumula-
tive effect of the accounting change. The 1992 tax benefit
of $14 million resulted in an effective tax rate of 18.9 per-
cent. The pretax loss on which tax expense was com-
puted, excluding the cumulative effect of accounting
changes, was approximately $51 million. This amount
differs from the 1992 reported pretax loss by $37 million
primarily because of nondeductible goodwill amortiza-
tion expense associated with past business acquisitions.

Excluding asset sales, the extraordinary item and the
cumulative effect of accounting changes, the Corpora-
tion reported a pretax loss of $85 million for 1991. The
1991 tax provision of $293 million resulted in an effec-
tive tax rate of 113.1 percent. Income on which the 1991
tax provision was computed, excluding asset sales, the
extraordinary item and the cumulative effect of account-
ing changes, was approximately $57 million. This amount
differs from the 1991 reported pretax loss by $142 mil-
lion primarily because of nondeductible depreciation,
depletion and goodwill amottization expenses associated
with the revaluation of assets in past business acquisi-
tions. The lower effective tax rate in 1992 is primarily a
result of the adoption of FAS 109.

During 1991, the Corporation sold assets for com-
bined cash proceeds of approximately $1.2 billion and
recognized a pretax gain of $344 million ($72 million
after taxes) which is included in other income in the
accompanying statements of income. The Corporation
had no major divestitures in 1992.

The Corporation’s interest expense and cost of
accounts receivable sale program were a combined
$600 million in 1992, compared with $643 million in
1991. Interest expense includes $4 million in 1992 and
$35 million in 1991 of noncash amortization. Lower
expense in 1992 compared with 1991 is primarily the
result of a reduction in debt of $332 million.
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LiauipiTy anp CariTaL RESOURCES
OrperavinGg AcTiviTies 1In1992, cashprovidcd
by operations was $868 million compared with $580 muil-
lion in 1991. Excluding the reduction of the accounts
receivable sale program by $50 million in 1991, and tax
payments on asset sales of approximately $275 million
in 1991, cash provided by operations decreased $37 mil-
lion in 1992 compared with 1991.

During 1992, the Corporation reached a settlement
with the Internal Revenue Service (IRS) to resolve all
pending income tax issues related to Georgia-Pacific
Corporation for the years 1984 through 1988. As a result
of this settlement, $155 million in additional taxes and
interest will be paid in 1993. For further discussion,
refer to Note 9 of the Notes to Financial Statements.
(NVESTMENT ACTIVITIES Capital cxpenditurcs
in 1992 were $384 million, including $217 million in
the pulp and paper segment, $111 million in the build-
ing products segment, $37 million for timber and
timberlands and $19 million of other expenditures.
Capital expenditures of approximately $500 million
are currently projected for 1993. This includes approxi-
mately $280 million for projects started prior to 1993.

During 1992, capital expenditures for pollution
control facilities and equipment were approximately
$72 million. The Corporation’s 1993 capital expenditure
budget includes approximately $134 million for pollu-
tion control facilities and equipment. Certain other
capital projects which are being undertaken for the
primary reasons of achieving financial returns or
improving safety will also include expenditures for
pollution control facilities and equipment. The Cor-
poration is expected to be required to increase its
environmental capital expenditures over the next
several years in order to conform its operations to
increasingly stringent standards for compliance with
air, water and solid and hazardous waste regulations.
The amount of the increase will be affected by expen-
ditures which may be required in order to reduce dis-
charges of dioxin and other chlorinated organics under
the Clean Water Act and to comply with the Clean
Air Act of 1990.

Georgia-Pacific Corporation and Subsidiaries

In order to reduce its discharges of dioxins, the
Corporation's operating strategy has been, and con-
tinues to be, to increase the use of chlorine dioxide and
decrease the amounts of elemental chlorine used in its
pulp and paper bleaching processes. The U.S. Environ-
mental Protection Agency (EPA) is currently reassessing
federal standards for dioxin and other chlorinated
organics. Although new federal standards are not
expected to be proposed until 1993, management
believes that the Corporation’s mills are likely to be in
substantial compliance with the new proposed stan-
dards as a result of amounts already spent for chlorine
dioxide substitution.

Significant capital expenditutes could be required
over a several-year period in order to comply with air
pollutant emission standards established by the Clean
Air Act of 1990. The amount of the increase cannot be
reasonably estimated at this time because the EPA has
not developed specific guidelines for the pulp and
paper industry. Final standards are expected to be
issued in 1995, with compliance required in 1998.

In October 1992, the Corporation announced that it
has reached an agreement in principle with Borregaard
Industries Limited, for the purchase by Borregaard of
the Corporation’s lignosulfonate and alcohol processing
operations at Bellingham, Washington for approximately
$41 million. The transaction is subject to various con-
ditions, including negotiation of a definitive agreement,
receipt of antitrust and other necessary government
approvals and authorization by both companies’
boards of directors. Delays have been experienced in
the antitrust approval process and the Corporation
does not expect that the transaction will be com-
pleted as originally contemplated.

In November 1992, the Corporation announced its
intent to sell its roofing manufacturing business. The
Corporation intends to continue as a distributor
of roofing products.

During 1991, the Corporation recognized a
combined pretax gain of $344 million ($72 million
after taxes) on asset sales. For a discussion of the
individual transactions, see Note 4 of the Notes to
Financial Statements.
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During 1992, the Cor-
poration reduced total debt by $332 million to approx-
imately $5.8 billion. This includes 2 net reduction in

FinANCING ACTIVITIES

commetcial paper and other short-term notes of
approximately $519 million offset by a $187 million
increase in long-term debt. Significant financing trans-
actions during 1992 were as follows:

* Issuance of $250 million of 9%% Debentures Due
March 15, 2022,

* Issuance of $250 million of 914% Debentures Due
May 15, 2022,

* Issuance of $250 million of 9% Debentures Due
July 1, 2022,

* Redemption in full of $125 million aggregate principal
amount of 11.30% Discount Term Debentures Due 2015,
* Redemption in full of §50 million aggregate principal
amount of 9% % Notes due 1995,

* Repurchase of approximately $32 million of 10.5%
Debentures Due 2018, and

* Refunding of $73 million of 11.25% industtial

revenue bonds.

On December 31, 1991, the Corporation refinanced
its existing revolving credit facility by entering into a
new agreement with Bank of America National Trust
and Savings Association and 24 other domestic and
international banks which provides a three-year
unsecured revolving credit facility of $1.5 billion. The
revolving credit facility is being used as support for
commercial paper and other short-term borrowings,
including bid borrowings made under the agreement.
As of December 31, 1992, $809 million was available
in excess of all short-term borrowings outstanding
under or supported by the facility.

The revolving credit agreement contains certain
restrictive covenants which were amended effective
October 15, 1992, as described in Note 8 of the Notes to
Financial Statements. The Corporation was in compli-
ance with these covenants at December 31, 1992.

At December 31, 1992, the Corporation’s weighted
average interest rate on total debt, including the
$800 million accounts receivable sale program, was
9.3%. At December 31, 1992, the Corporation had out-
standing interest rate exchange agreements which effec-
tively converted $1.9 billion of floating rate obligations
with a2 weighted average interest rate of approximately
3.6% to fixed rate obligations with an average effective

Georgia-Pacific Corporation and Subsidiaries

interest rate of approximately 9.0%. As of December 31,
1992, the Corporation’s total floating rate debt, includ-
ing the accounts receivable sale program, exceeded
related interest rate exchange agreements by approxi-
mately $205 million.

Georgia-Pacific’s ratio of total debt to capital, assum-
ing the proceeds from the accounts receivable sale pro-
gram will be replaced by debt at the end of the program,
was 56.6% at December 31, 1992, compared with 59.5%
at December 31, 1991. The 1992 ratio decreased pri-
marily as a result of the adoption of FAS 109 which
significantly increased deferred income taxes.

Cash flow from operations, together with the Corpo-
ration’s available financing sources, is expected to be
sufficient to make planned capital investments, divi-
dend payments and scheduled debt repayments.

The Corporation has disclosed the fair value of its
short- and long-term debt and its interest rate exchange
agreements in accordance with Financial Accounting
Standard Number 107, “Disclosures about Fair Value of
Financial Instruments,” in Note 8 of the Notes to
Financial Statements. The fair value of these liabilities
is greater than the carrying value due to the current
low interest rate environment.

In January 1993, the Cotporation’s board

of directors announced the election of A.D. “Pete”
Correll as Chief Executive Officer effective May 4, 1993.
Mr. Correll, currently President and Chief Operating
Officet, will become Chaitman and Chief Executive
Officer following the retirement of T. Marshall Hahn, Jr.
on December 2, 1993. Mr. Hahn will continue as a

OTHER

director following his retirement.

Due to inflation, the current values of property,
plant and equipment and timber and timberlands are
higher than the historical costs reported in the financial
statements. Accordingly, depreciation and depletion
expense would be higher if the costs of such assets were
adjusted to a current cost basis. The adverse effects
resulting from such an adjustment to income would be
offset to some extent by a gain due to the fact that the
Corporation's net excess of monetary liabilities over
monetary assets would be repaid in less costly dollars
than the dollars (with higher purchasing power) origi-
nally received for the obligations to be repaid.

For a discussion of commitments and contingencies,
see Note 12 of the Notes to Financial Statements.
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1991 ComPARED WiTH 1990
Georgia-Pacific’s consolidated net sales of $11.5 billion
in 1991 were 9 percent lower than in 1990. The Corpo-
ration's net loss in 1991 was $142 million ($1.65 per
share), including $72 million (84 cents per share) of
after-tax gains on asset sales, a $45 million (52 cents per
share) net after-tax loss on early extinguishment of debt
and a $63 million (73 cents pert share) net after-tax
charge for accounting changes. Net income in 1990 was
$365 million ($4.28 per share), including $30 million
(35 cents per shate) of after-tax gains on asset sales. The
1990 results reflect the acquisition of GNN beginning
on March 9, 1990.

The Corporation adopted Financial Accounting
Standard Number 106, “Employers’ Accounting for Post-
retitement Benefits Other Than Pensions,” effective
January 1, 1991. This resulted in a one-time, after-tax
charge of $119 million. An additional pretax accrual of
$23 million ($14 million after taxes) was made against
operations in 1991.

Also effective January 1, 1991, the Corporation
changed its accounting policy to include in inventory
certain supplies that were previously expensed. The
cumulative effect of this change for years prior to 1991
was to increase income by $56 million after taxes in
1991. This change had no effect on 1991 operations.

The building products segment reported sales of
$5.4 billion in 1991, 87 percent lower than $59 billion
in 1990. Operating profits in 1991 of $344 million were
18.7 percent lower than §423 million in 1990. The
return on sales was 6.4% and 7.1% in 1991 and 1990,
respectively. Operating profits were lower in 1991 due to
weak demand for building products. Although housing
starts in 1991 dropped to their lowest level since 1946,
average prices for plywood and lumber remained near
1990 average price levels primarily due to tight log
supplies caused by environmental restrictions on
logging in the West.

Sales in the pulp and paper segment declined 9.1 per-
cent to $6.1 billion in 1991, compared with $6.7 billion
in 1990, primarily as a result of the containerboard and
packaging assets sold in January 1991 and lower prices.
Operating profits in 1991 of $362 million were 63 per-
cent lower than $979 million in 1990. The return on
sales fell to 5.9% in 1991, from 14.6% in 1990. The
economic recession and increased industry capacity

Georgia-Pacific Corporation and Subsidiaries

resulted in lower prices for grades that make up most
of the Corporation’s production and a sharp decline
in pulp and paper operating profits. Prices for market
pulp, communication papets and containerboard

declined during most of 1991 and were significantly
lower than 1990 levels, although containerboard and
communication papers ptices improved in the latter
part of the year. ;
Other income in 1991 reflects a $344 million pretax
gain on asset sales. Excluding asset sales, the extra-
ordinary item and the cumulative effect of accounting
changes, the Corporation reported a pretax loss of
$85 million and an income tax provision of $21 million
in 1991. The income on which the tax provision was ]
computed, excluding asset sales, extraordinary item a3
and the cumulative effect of accounting changes, was ) ;
approximately $57 million. This amount differs from
the 1991 reported pretax loss by $142 million primarily
because of nondeductible depreciation, depletion and
goodwill amortization expenses associated with the
revaluation of assets in past business acquisitions.
Other income in 1990 reflects a $48 million pretax
gain on asset sales. Excluding asset sales, the Corpora-

tion reported pretax income of $671 million and income
tax expense of $336 million in 1990. Income on which
tax expense was computed, excluding asset sales, was
approximately $884 million. This amount differs from o
1990 reported pretax income by $213 million primarily N

because of nondeductible depreciation, depletion and i
goodwill amortization expenses associated with the 1
revaluation of assets in past business acquisitions. ) é

General corporate expense was $165 million in 1991, .
compared with $94 million in 1990. The increase was
primarily attributable to compensation programs tied

to the Corporation’s common stock price.

The Corporation’s interest expense and cost of
accounts receivable sale program were a combined
$643 million in 1991, compared with $654 million in
1990. Interest expense includes $35 million in 1991 and
$31 million in 1990 of noncash amortization.
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STATEMENTS OF INCOME Georgia-Pacific Corporation and Subsidiaries

Year ended December 31

(Millions, except per share amounts) 1992 1991 1990
Net sales $11,847 $11,524 $12,665
Costs and expenses
Costofsales . . . ... .. 9,432 9,199 9,738
Selling, general and administrative .. ........... ... ... ... 1,135 1,102 951
Depreciationand depletion .. .. ... .. ... ... ... 789 724 699
Interest . . . . .. o 565 584 606
Otherincome. . .. .............. ... ... . ... . - (344) (48)
Total costs and expenses 11,921 11,265 11,946 '
Income (loss) before income taxes, extraordinary item
and accounting changes. . . . ... ... ... ... oo (74) 259 719
Provision (benefit) forincometaxes . . . ... . ....... ... . ... . ... ... (14) 293 354
‘ Income (loss) before extraordinary item and accounting changes . . . . . . (60) (34) 365
; Extraordinary item — loss from early retirement of debt, net of taxes . . . 9) (43) —
: Cumulative effect of accounting changes, netoftaxes . . . ... ... ... ... (55) (63) —
Net income (loss) $ (124) $ (142) $ 365
| Per share:
| Income (loss) before extraordinary item and accounting changes .. ... § (.69) $ (.40) $ 4.28
‘ Extraordinary item, netof taxes. .. . . ........ ... .. ...... o (.10) (.52) —
] Cumulative effect of accounting changes, netof taxes . . . ... .. .. S (.64) (.73) —
36 Net income (loss) $ (1.43) $ (1.65) § 4.28
I » Average number of shares outstanding 86.4 85.8 85.3

The accompanying notes are an integral part of these financial statements.
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STATEmMENTS OF CasH FrLows

(Millions)

Georgia-Pacific Corporation and Subsidiaries

Year ended December 31
1992 1991 1990

Cash provided by (used for) operations
Netincome (loss) ... ... ... . .. ...
Adjustments to reconcile net income (loss) to cash provided
by operations:

$(124) $ (142) $ 365

Depreciation . . .. ... ... .. .. 747 673 622
Depletion . . ... ... . 42 51 77
Deferred tax provision (benefit) ... ... ... .. ... . (133) (25) 48
Amortizationof goodwill . . . ... ... ... oo 59 60 50
Cumulative effect of accounting changes, netof taxes. . .. ... ... .. 55 63 —
Stock compensation programs .. ... ... ... L 42 67 4
Gainonsalesofassets . ... ... ... ... ... ... ... ... (33) (38) (16)
Amortization of debt issue costs, discounts and premiums . . . ... ... .. 6 35 31
Otherincome .. .. ... ... .. ... - (344) (48)
Extraordinary item, netoftaxes . .. ... ... ... ... ... - 45 —
(Increase) decrease in receivables ... ... ... ... . ... . 0L (87) 92 929
(Increase) decrease in inventories . . ... . .. .. o 61 (43) 34
Change in other working capital . . ... ... ... ... ... ... . ... 206 43 (12)
Change in other assets and other long-term liabilities .. ... ... ... .. 27 43 (11)
Cash provided by operations 868 580 2,073
Cash provided by (used for) investment activities
Capirtal expenditures
Property, plantand equipment. . . ... ... ... ... (347) (490) (833) :37
Timberand timbetlands . . ... ... ... .. ... ... .. . L (37) (38) (33)
Total capital expenditures . . ... .. ... ... . . oL (384) (528) (866)
Acquisition of Great Northern Nekoosa Corporation. . ... ... ... ... .. - 7 (3,565)
Proceeds from salesof assets . . . .. .. . . ... ... ... ... ... ... ... 59 1,251 204
Other . ... oo (8) 30 (2)
Cash provided by (used for) investment activities (333) 746 (4,229)

Cash provided by (used for) financing activities
Repaymentsof long-termdebt. . .. ... ... ... . .. . L

(566) (2,055) (5,543)

Additions to long-termdebt .. ... ... ... o 754 610 7,111
Feespaidtoissuedebt . . ... ... .. ... ... oo 7 4) (114)
Increase (decrease) in bank overdrafts . . ... .. ... ... ... (50) 27 (29)
Increase (decrease) in commertcial paper and other short-term notes . . . . . . (519) 226 905
Cashdividendspaid .. ... ... .. ... ... ... ... . 00 0L, (140) (140) (139)
Cash provided by (used for) financing activities (528) (1,336) 2,191
Increase (decrease)incash . ... .. .. ... ... ... ... 7 (10) 35
Balance at beginning of year. . . ........ ... . 0o 48 58 23

Balance at end of year

$ 55 $ 48 $ 58

The accompanying notes are an integral part of these financial statements.
Refer to Note 5 for supplemental cash flow information.
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BALANCE SHEETS

Georgia-Pacific Cotporation and Subsidiaries

December 31

(Millions, except shares and per shate amounts) 1992 1991
Assets
Current assets

Cash . $ 55 $ 48

Receivables, net. . ... . 331 228

INVENTOIIES . . . . o o 1,192 1,228

Other CUTENt ASSELS . . . . o o oo oo e e 29 ) 58
Total current assets 1,607 1,562
Timber and timberlands, net . . . .. ... . .. ... 1,402 1,377
Property, plant and equipment, et . .. ...... ... ... 5,831 5,567
Goodwill. . . ., 1,891 1,949
Otherassets. . .. ... 159 167
Total assets $10,890 $10,622
Liabilities and shareholders’ equity
Current liabilities

Bank overdrafts, net. . ... ... ... ... o $ 121 $ 171

Commercial paper and othershort-termnotes. . ... ........... ... .. ... .. .. 691 1,210

Current portion of long-termdebe .. ... . ... ... ... oL 257 346

Taxespayable. . .. ... ... ..o oL o 193 3

Accountspayable. .. ... ... L e 563 488

Other current liabilities . . . .. ... ... .. .. 627 504
Total current liabilities 2,452 2,722
Long-term debt, excluding current portion . . .. .. ... .. ... L L 4,019 3,743
Other long-term liabilities . . . ... .. ... ... .. o 709 626
Deferred InCoOme taxes . . . . .. ... o 1,202 795
Commitments and contingencies
Shareholders’ equity

Common stock, par value $.80; authorized 150,000,000 shares; 88,111,000 and

87,421,000 sharesissued . ... . ... ... 70 70

Additional paid-incapital . .. .. ... .0 oo o 1,094 1,045

Retained earnings . .. .. . ... ... ... 1,393 1,657

Long-term incentive plan deferred compensation . ... ... ... L. (39) (28)

Other .. . . L (10) (8)
Total shareholders’ equity 2,508 2,736
Total liabilities and shareholders’ equity $10,890 $10,622

The accompanying notes are an integral part of these financial statements.
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STATEMENTS OF SHAREHOLDERS' EauiTy Georgia-Pacific Corporation and Subsidiaries

(Millions, except shares) Long-term
Additional incentive
Common stock Common paid-in  Rerained plan deferred i
shares issued Total stock capital earnings  compensation Other )
Balance at E\i
86,664,000  December31,1989  $2,717 $69  $1,000  $1,713 $(56)  $(18) Y
Net income 365 - - 365 - — H
Cash dividends s
declared-$1.60 per g
common share (139) — - (139) - — ‘, i
Common stock issued: g
12,000 Stock option plan - - — — - — g
Employee stock i
45,000 purchase plan 1 - 1 - — - i
Long-term
(17,000) incentive plan 10 - (16) — 26 - 5
Other 21 - 1 N _ 20 i
Balance at '
86,704,000 December 31, 1990 2,975 69 995 1,939 (30) 2 ‘
Net loss (142) — - (142) — - 7‘
Cash dividends ?
declared-$1.60 per |
common share (140) — — (140) — — :
Common stock issued:
145,000 Stock option plan 8 — 8 — — —
Employee stock 39
580,000 purchase plans 20 1 19 — — -
Long-term ’
(8,000) incentive plan 25 _ 23 - 2 -
Other (10) — — — — (10)
Balance at
87,421,000 December 31,1991 2,736 70 1,045 1,657 (28) (8)
Net loss (124) - - (124) — —
Cash dividends
declared-$1.60 per
common share (140) - - (140) - - !
Common stock issued:
186,000 Stock option plan 12 - 12 - - —
Employee stock
112,000 purchase plan 4 — 4 - - —
Long-term
392,000 incentive plan 22 - 33 — (11) —
Other (2) — — C= — (2)
Balance at .
88,111,000 December 31, 1992 $2,508 $70 $1,004 81,393 $(39) $(Q10)
The accompanying notes are an integral part of these financial statemerits.
E
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NoTes To FINANCIAL STATEMENTS

NoTe 1. SUMMARY OF SIGNIFICANT
AccounTinG PoLiCcIES
mainzmisLks 6fF ConsolinaTion Lhecon-
solidated financial statements include the accounts
of Georgia-Pacific Corporation and subsidiaries (the
Corporation). All significant intercompany balances
and transactions afe eliminated in consolidation.
Revenue Becosnitron Lhe Corporation recog-
nizes revenue when title to the goods sold passes to the
buyer, which is generally at the time of shipment.
incoms 11055} Per Snuane Income (loss) per
share is computed based on net income (loss) and the
weighted average number of common shares outstand-
ing (net of restricted stock). The effects of assuming
issuance of common shares under long-term incentive,
stock option and stock purchase plans were either
insignificant or antidilutive. The number of shares
used in the income (loss) per share computations
were 86,402,000 in 1992, 85,837,000 in 1991 and
85,322,000 in 1990.
fwvewroay Yaiuarion lnventoties are valued
at the lower of average cost or market and include the
cost of materials, labor and manufacturing overhead.
The last-in, first-out (LIFO) dollar value pool method
is used to value approximately 49% and 54%, respec-
tively, of inventories at December 31, 1992 and 1991.
Effective January 1, 1991, the Corporation changed
its accounting policy at certain manufacturing facilities
to include in inventory certain supplies that were
previously expensed. The Corporation believes this
method is preferable because it provides a better match-
ing of costs and related revenues and is more consistent
with the Corporation’s tax reporting method. The
cumulative effect of this change for years prior to 1991
was to increase net income by $56 million in 1991 after
related income tax expense of $35 million. This change
had no effect on 1991 operating results after recording
the cumulative effect for years prior to 1991. The pro
forma effect of the change on years prior to 1991
was not determinable.
TagRegatv., Poamy andD Ecutemems
Property, plant and equipment are recorded at cost.
Lease obligations for which the Corporation assumes
substantially all the property rights and risks of owner-
ship are capitalized. Replacements of major units of

Georgia-Pacific Corporation and Subsidiaries

property are capitalized and the replaced properties are
retited. Replacements of minor components of property
and repair and maintenance costs are charged to
expense as incurred.

Depreciation is computed by the straight-line
method over the estimated useful lives of the related
assets. Useful lives are 20 years for land improvements,
20 to 33 years for buildings and 3 to 20 years for
machinery and equipment. Upon fetitement or dis-
position of assets, cost and accumulated depreciation
are removed from the related accounts and any gain
o loss is included in income.

Effective January 1, 1991, the Corporation changed its
depreciation method from the composite rate method
to providing depreciation expense on an item basis. The
Corporation believes this method is preferable because
it provides a better matching of costs and related reve-
nues. The effect of this change on the accompanying
financial statements was not material.

The Corporation capitalizes interest on projects
when construction takes considerable time and entails
major expenditures. Such interest is charged to the
property, plant and equipment accounts and amortized
over the approximate life of the related assets in order
to properly match costs with revenues resulting from
the facilities. Interest capitalized, expensed and paid
was as follows:

Year ended December 31
(Millions) 1992 1991 1990
Total interest costs $567 $598 $645
Interest capitalized (2) (14) 39)
Interest expense $565 $584 $606
Interest paid $544 $585 $528

Timass amo Timsraranos Lhe Corporation
depletes its investment in timber based on the total
fiber that will be available during the estimated growth
cycle. Timber carrying costs are expensed as incurred.
tamorsiies ano Lacooms The Corporation
accrues for landfill closure costs over the periods

that benefit from the use of the landfill and accrues
for lagoon clean-out costs over the useful period
berween clean-outs.

fecoansiriceisons  Certain 1991 and 1990
amounts have been reclassified to conform with the
1992 presentation.
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Nove 2. INDUSTRY SEGMENT INFORMATION
Manufactured product lines in the building products
segment consist primarily of wood panels (plywood,
hardboard, particleboatd and oriented strand board),
lumber, gypsum products, chemicals and roofing.

Manufactured product lines in the pulp and paper
segment consist primarily of containerboard and pack-
aging (linerboard, medium, bleached board, kraft
paper and corrugated packaging), communication
papers, market pulp, tissue and envelopes.

Georgia-Pacific Corporation and Subsidiaries

Timber and timberlands are managed to supply raw
materials to both the pulp and paper and building prod-
ucts segments. Profits from sales of logs and chips to the
pulp and paper segment and to outside customers in
the ordinary coutse of business are included in the
operating profits of the building products segment.

During the years 1990 through 1992, sales to foreign
markets represented less than 10% of total sales to
unafhiliated customers. No single customer accounted
for more than 10% of total sales to unaffiliated cus-
tomers in any year during that period.

Year ended December 31

(Millions) 1992 1991 1990
Net sales

Building products $ 6,112 52% $ 5.405 47% $ 5.923 47%
Pulp and paper 5,711 48 6,089 53 6,702 53
Other operations 24 — 30 - 40 -
Tortal net sales $11,847 100% $11.524 100% $12,665 100%
Net income (loss) i

Building products $ 691 100% $ 344 32% $ 423 29%
Pulp and papet (8) 1) 362 34 979 67
Other operations 9 1 17 2 17 1
Other income™* - - 344 32 48 3
Total operating profits 692  100% 1,067  100% 1,467  100%
General corporate (166) (165) (94)

Interest expense (565) (584) (606)

Cost of accounts receivable sale program (35) (59) (48)
(Provision) benefit for income taxes 14 (293) (354)

Income (loss) before extraordinary item and accounting changes (60) (34) 365
Extraordinary item — loss from early retirement of debt, net of taxes 9 (45) -
Cumulative effect of accounting changes, net of taxes (55) (63) -

Net income (loss) (124) $ (142) $ 365

*Other income represents the results of various asset divestitures as described in Note 4. If these amounts had been included in segment
operating profits, pulp and paper operating profits would have been $546 million in 1991 and $939 million in 1990 and building
products operating profits would have been $504 million in 1991 and $511 million in 1990.

41
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(Millions)

Georgia-Pacific Corportation and Subsidiaries

Year ended December 31
1992 1991 1990

Depreciation, depletion and goodwill amortization
Building products

Pulp and paper

Other and general corporate

$ 200 24% $ 232 30% $ 241 32%
626 74 537 68 496 66
16 2 15 2 12 2

Toral depreciation, depletion and goodwill amortization

$ 848 100% $ 784 100% $ 749 100%

Capital expenditures**
Building products

Pulp and paper

Timber and timberlands
Other and general corporate

$ 1 29% $ 43 8% $ 102 3%
217 56 436 83 3,210 85
37 10 38 7 469 12
19 5 11 2 8 —

Total capital expenditures

$ 384 100% $ 528 100 % $ 3,789 100%

Assets

Building products $ 1,634 15% $ 1,681 16% $ 1,762 15%
Pulp and paper 7,414 68 7,208 68 8,181 68
Timber and timberlands 1,402 13 1,377 13 1,630 14
Other and general corporate 440 4 356 3 487 3
Total assets $10,890  100%  $10,622 100%  $12,060  100%

** The capital expenditure amounts reported above represent additions, at cost, to property, plant and equipment and timber and timberlands.

NoTe 3. ACQUISITION

In March 1990, the Corporation acquired a controlling
stock interest in Great Northern Nekoosa Corporation
(GNN), a producer of pulp, communication papets,
newsprint and containerboard; a converter of cor-
rugated boxes and envelopes; and a distributor of com-
munication and other papers. At the acquisition date,
GNN also owned three wood products operations,
hydro-electric plants and 3,436,000 actes of fee timber-
land and controlled 233,000 acres of leased timberland.

The amount required to purchase the stock and pay
related fees and expenses was approximately $3.7 bil-
lion. The results of GNN's operations have been
included in the accompanying statements of income
and cash flows beginning on March 9, 1990.

The acquisition was recorded using the purchase
method. The purchase price exceeded the fair value of
net assets acquired by approximately $2.0 billion. This
amount is included in goodwill and is being amortized
over 40 years.

NoOTE 4. ASSET DIVESTITURES

The Corporation had no major divestitures in 1992.
The following divestitures were completed in 1991

and 1990. The pretax gains and losses associated with

these sales are included in other income in the accom-

panying statements of income.

* In December 1991, the Corporation completed the sale

of an 80 percent ownership interest in two groundwood

paper mills, the hydro-electric assets that power those

mills, a sawmill and approximately 2.1 million acres of

fee timberland for approximately $303 million in cash.

A pretax gain of $52 million ($15 million after taxes)

was recognized on this transaction. In July 1992, the

Corporation received $22 million less working capital

settlements of approximately $12 million related to

the remaining 20 percent ownership interest.

* In June 1991, the Corporation sold 49,000 actes of

fee timberland in Washington for $48 million in cash.

A pretax gain of $46 million ($29 million after taxes)

was recognized on this transaction.
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* In January 1991, the Corporation sold two domestic
containerboard mills, 19 corrugated packaging plants
and approximately 540,000 actes of fee timberland
(and lease rights to 98,000 actes of timberland) for
$725 million in cash and, in a separate transaction,

sold its interests in a foreign containerboard mill, two
corrugated packaging plants and two sheet plants for
$102 million in cash. A combined pretax gain of

$246 million ($28 million after taxes) was recognized
on these transactions.

* In December 1990, the Corporation sold 119,000

acres of fee timberland in Washington, Arkansas and
Mississippi in two separate transactions for $108 million
in cash. A pretax gain of $88 million ($55 million after
taxes) was recognized on these transactions.

* In October 1990, the Corporation sold its interests

in four printing and specialty papers manufacturing
facilities located in the United Kingdom for $61 million
in cash. A pretax loss of $40 million ($25 million after
taxes) was recognized on this transaction.

NoTe 5. SUPPLEMENTAL CasH FLow
I{NFORMATION

The noncash effect of the adoption of Financial Account-
ing Standard Number 109 (Note 9) as of January 1,
1992 was as follows:

(Millions)
Increase (decrease) in:
Receivables $§ 3
Inventories 25
Timber and timberlands 39
Property, plant and equipment, net 676
Other assets 6)
(Increase) decrease in:
Taxes payable 177)
Other current liabilities )
Long-term debt, excluding current portion 3
Other long-term liabilities (112)
Deferred income taxes (442)
$8 -

Georgia-Pacific Corporation and Subsidiaries

NOTE 6. SUPPLEMENTAL BALANCE SHEET
INFORMATION

Supplemental information on certain balance sheet
items is as follows:

December 31
(Millions) 1992 1991
Receivables
Trade $ 270 § 172
Other 96 92
366 264
Less estimated allowances 35 36

$ 331 § 228

Inventories
Raw materials $ 318 § 329
Finished goods 784 779
Supplies 282 284
LIFO reserve (192) (164)
$ 1,192 $ 1,228
Property, plant and equipment
Land and improvements $ 247 § 214
Buildings 1,101 986
Machinery and equipment 9,420 8,521
Construction in progress 64 54
10,832 9,775
Accumulated depreciation (5,001)  (4,208)
$ 5831 §5,567
Other current liabilities
Accrued compensation $ 179 $ 153
Accrued interest 132 112
Other 316 239

$ 627 $ 504

NoOoTE 7. RECEIVABLES
The Corporation has a large, diversified customer base.
The Corporation had sold fractional ownership
interests in a defined pool of trade accounts receivable
for $800 million as of December 31, 1992 and 1991
and $850 million as of December 31, 1990. The net
cash proceeds are reported as operating cash flow in
the accompanying statements of cash flows. The sold
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accounts receivable are reflected as a reduction of
receivables in the accompanying balance sheets. Under
the agreement, which expires in June 1994, the maxi-
mum amount of the purchasets’ investment is currently
$800 million and is subject to change based on the level
of eligible receivables and restrictions on concentrations
of receivables. The full amount of the allowance for
doubtful accounts has been retained because the
Corporation has retained substantially the same risk

of credit loss as if the receivables had not been sold.

A portion of the cost of the accounts receivable sale
program is based on the putchasers’ level of investment
and borrowing costs. Additionally, the Corporation
pays fees based on its senior debt ratings. The total cost
of the program, which was $35 million, $59 million
and $48 million for 1992, 1991 and 1990, respectively,

is included in selling, general and administrative
expense in the accompanying statements of income.

NoTeE 8. INDEBTEDNESS

The Corporation’s indebtedness included the following:

December 31

(Millions) 1992 1991
Debentures, 9.7 % average rate,
payable through 2022 $2,579 $1,986
Notes, 8.2% average rate,
payable through 2000 1,238 1,521
Commercial paper and other short-term
notes, 4.1% average rate 691 1,210
Revenue bonds, 4.5 % average rate,
payable through 2026 371 278
Other loans, 7.8% average rate,
payable through 2008 121 326
5,000 5,321
Less:
Commercial paper and other
short-term notes 691 1,210
Current portion of long-term debt 257 346
Unamortized discount 33 22
Long-term debt $4,019  $3,743

The scheduled maturities of long-term debt for the
next five years are as follows: $257 million in 1993,
$82 million in 1994, $57 million in 1995, $50 million
in 1996 and $313 million in 1997.

Georgia-Paciftc Corporation and Subsidiaries

ROTES AnD DEBENTURES During 1992, the
Corporation issued $250 million of 9%% Debentures
Due March 15, 2022, $250 million of 9%2% Debentures
Due May 15, 2022 and $250 million of 9% % Deben-
tures Due July 1, 2022.

During the fourth quarter of 1992, the Corporation
redeemed in full $125 million aggregate principal
amount of its 11.30% Discount Term Debentures Due
2015 and $50 million aggregate principal amount of its
9%% Notes due 1995 in accordance with their early
redemption provisions. In addition, approximately
$32 million of the Corporation’s 10.5% Debentures
Due 2018 were repurchased in October 1992. The Cor-
poration has reflected an extraordinary loss of $14 mil-
lion ($9 million after taxes) related primarily to
premiums paid on early retitement of debt.

The estimated fair value of the Corporation’s notes
and debentures at December 31, 1992 was $4,046 mil-
lion compared with a carrying amount of $3,817 million.
The fair value was estimated primarily by obtaining
quotes from brokers for these or similar issues. For notes
and debentures for which there are no quoted market
prices, the fair value was estimated by calculating the
present value of anticipated cash flows. The discount
rates used wete estimated borrowing rates for similar
debt instruments with like maturities.

UwnsFcunee Term Loan anp REvVoLviInG
Crepit Facizity  Inconnection with the acqui-
sition of GNN, the Corporation had entered into a
credit agreement dated June 26, 1990, which provided
a $2.5 billion seven-year unsecured term loan and a
$1.5 billion three-year unsecured revolving credit facil-
ity. During the 1991 fourth quarter, the Corporation
ptepaid the outstanding portion of the term loan.

On December 31, 1991, the Corporation refinanced
its existing revolving credit facility by entering into a
new agreement with Bank of America National Trust
and Savings Association and 24 other domestic and
international banks which provides a three-year
unsecured revolving credit facility of $1.5 billion. The
revolving credit facility is being used as support for
commercial paper and other short-term borrowings,
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including bid borrowings made under the credit
agreement. As of December 31, 1992, $809 million
was available in excess of all short-term borrowings
outstanding under or supported by the facility.

Borrowings under the credit agreement bear interest,
at the election of the Corporation, at either (A) the
higher of the reference rate and the Federal Funds Rate
plus %% or (B) LIBOR plus %% or (C) fixed of floating
rates set by competitive bids. Fees associated with this
revolving credit facility include a commitment fee of
4% per annum on the unused portion of the com-
mitments and a facility fee of Y% per annum on the
aggregate commitments of the lenders.

The revolving credit agreement contains certain
resttictive covenants which were amended effective
October 15, 1992. As amended, the covenants include a
maximum leverage ratio (funded indebtedness to oper-
ating cash flow) of 4.5 to 1.0 for measurement periods
ending on or before June 30, 1993 and 4.0 to 1.0 for
measutement petiods ending on or after September 30,
1993, and a minimum interest coverage ratio (operating
cash flow to interest paid) of 2.0 to 1.0 for measurement
petiods ending on or before June 30, 1993, 2.5 10 1.0
for measurement periods ending September 30, 1993
through June 30, 1994, and 3.0 to 1.0 for measurement
periods ending on or after September 30, 1994. As of
December 31, 1992, the leverage ratio was 4.2 to 1.0 and
the interest coverage ratio was 2.4 to 1.0.

The prepayment of the term loan and the refinanc-
ing of the revolving credit facility in 1991 resulted in the
accelerated write-off of approximately $72 million
($45 million after taxes) of capitalized debt issue costs
associated with the original borrowings. This loss on
early extinguishment of debt is reflected as an extraor-
dinaty item in the accompanying statements of income.
Commeaciat Parea anp OTHER SHonArT.
Team Moves These borrowings are classified as
cuttent liabilities although all or a portion of them
may be refinanced on a long-term basis in 1993. The
catrying amounts approximate fair value because of the
short maturity of these instruments.

Georgia-Pacific Corporation and Subsidiaries

During
1992, the Corporation refunded $73 million of 11.25%

Revenvue Bonos anp Ovienrn Loans

- industrial revenue bonds.

The estimated fair value of the Corporation’s
revenue bonds and other loans at December 31, 1992
was $367 million and $121 million, respectively. The fair
value was estimated by calculating the present value of
anticipated cash flows. The discount rates used were
estimated borrowing rates for similar debt instruments
with like maturities.
orwen At December 31, 1992, the amount of long-
term debt secured by property, plant and equipment
and timber and timberlands was not material.

At December 31, 1992, the Corporation had out-
standing interest rate exchange agreements which effec-
tively converted $1.9 billion of floating rate obligations
with 2 weighted average interest rate of 3.6% to fixed
rate obligations with an average effective interest rate of
approximately 9.0%. Under the agreements, which
have a remaining average maturity of approximately
3.2 years, the Corporation makes payments to counter-
parties at fixed interest rates and in turn receives pay-
ments at variable rates. The differential to be paid ot
received is accrued as interest rates change and is recog-
nized over the lives of the agreements. The Corporation
is exposed to credit risk in the event of nonperformance
by the counterparties, but does not anticipate such
nonperformance. As of December 31, 1992, the Cotpo-
ration’s total floating rate debt, including the accounts
receivable sale program, exceeded related interest rate
exchange agreements by approximately $205 million.

The estimated fair value of interest rate exchange
agreements for the Corporation at December 31, 1992
was $153 million. The fair value was estimated by
obtaining quotes from brokers and represents the esti-
mated amount the Corporation might have paid to
terminate the agreements at December 31, 1992. The
Corporation had accrued interest of $37 million at
December 31, 1992 related to these agreements.

The $121 million cartying amount of bank overdrafts
approximates fair value.

SGP 0001763




NovTe 9. INcome TAXES

Effective January 1, 1992, the Corporation adopted the
provisions of Financial Accounting Standard Number
109, “Accounting for Income Taxes” (FAS 109). FAS 109
requires recognition of deferred tax liabilities and assets
for the expected future tax consequences of events that
have been included in the financial statements or tax
returns. Under this method, deferred tax liabilities and
assets are determined based on the differences between
the financial and tax bases using enacted tax rates in
effect for the year in which the differences are expected
to reverse. Prior years' financial statements have not
been restated to reflect the provisions of FAS 109.

The cumulative effect of the change in the method of

accounting for income taxes attributable to years prior
10 1992, was to increase the net loss by $55 million. The
$55 million charge resulted primarily from providing
deferred income taxes for differences between the
remaining net book values and the tax bases of net
assets acquired in purchase transactions other than the
acquisition of GNN, offset by a reduction in previously
provided deferred taxes to reflect the lower current
statutory income tax rate. Additionally, the Corpo-
ration recorded adjustments to various balance sheet
accounts which resulted from adjusting to pretax
amounts the carrying values of certain assets and lia-
bilities related to the Corporation’s acquisition of
GNN in March 1990. These adjustments are detailed
in the supplemental information on noncash trans-
actions included in Note 5. The adjusted carrying
values resulted in additional depreciation and deple-
tion expense of $69 million in 1992.

The provision (benefit) for income taxes consisted

of the following:
Year ended December 31
(Millions) 1992 1991 1990
Federal income taxes:
Current $ 105 $277 $255
Deferred (117) (21) 44
State income taxes:
Current 14 41 51
Deferred (16) (4) 4

$ (14)  $293  $354
$ 68  $273  $297

Provision (benefit) for income taxes

Income taxes paid, net of refunds

Georgia-Pacific Corporation and Subsidiaries

Income taxes paid includes payments associated with
asset sales of approximately $275 million in 1991 and
$25 million in 1990. '

The difference between the statutory federal income
tax rate on income (loss) before income taxes, extraordi-
nary item and accounting changes and the Corpora-
tion’s effective income tax rate is summarized as follows:

Year ended December 31
1992 1991 1990
34.0% 34.0%

Statutory federal income tax rate  (34.0)%
State income tax, net of

federal benefit (4.0) 4.0 4.0
Permanent differences resulting

from purchase accounting:

Goodwill amortization 30.2 8.7 2.7
Other - 19.6 8.3
Permanent differences on
assets sold - 52.2 —
Foreign sales corporation (7.9) (2.0) (9
Interest on tax audits - (5.4) -
Life insurance, net (1.8) (-3) (.1)
Other (1.4) 25 1.2

Effective income tax rate (18.99% 113.1% 49.2%

During 1992, the Corporation reached a settlement
with the Internal Revenue Service (IRS) to resolve all
pending income tax issues related to Georgia-Pacific
Corporation for the years 1984 through 1988. As a result
of this settlement, $155 million in additional taxes and
interest will be paid in 1493, This amount, net of the
tax benefit related to the deductibility of the interest, is
included for 1992 in Taxes Payable in the accompanying
balance sheet. The Corporation had adequately
reserved for this settlement in prior years. In addition,
the IRS has examined GNN's federal income tax
returns for the years 1980 through 1984 and is currently
examining the years 1985 through 1988. The IRS has
proposed certain adjustments, several of which are
being contested by the Corporation. In the opinion

of management, adjustments resulting from these
examinations will not have a material adverse effect

on the Corporation’s financial condition.
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For 1992, the Corporation recorded alternative mini-
mum tax of $36 million which may be utilized to offset
future tax liabilities to the extent that the Corporation’s
regular tax hability exceeds the alternative minimum
tax liability.

The components of the net deferred tax liability as of
December 31, 1992 were as follows:

{Millions)
Deferred tax asset:
Compensation related accruals $ 271
Accruals and reserves 78
Other 93
442
Valuation allowance -
442
Deferred tax liability:
Property, plant and equipment (1,416)
Timber and timberlands (162)
Other (66)
{1,644)
Deferred tax liability, net $(1,202)

During 1991 and 1990, deferred income taxes were pro-
vided for significant timing differences between revenue
and expenses for tax and financial statement purposes.
Following is 2 summary of the significant components
of the deferred tax provision (benefit):

Year ended
December 31
(Millions) 1991 1990
“Tax over (under) financial depreciation
and depletion $(5) $9
Liability accruals and write-down of
certain assets 41 (22)
Compensation expense (52) (25)
Financing costs (1) -
Other (8) -
Defetred tax provision (benefit) $(25) §48

Geotgia-Pacific Corporation and Subsidiaries

Note 10. RETIREMENT PLANS

Deriman Benerir Pension Prane Mostof
the Corporation’s employees participate in noncon-
tributory defined benefit pension plans. These include
plans which are administered solely by the Corporation
and union-administered multiemployer plans. The
Corporation’s funding policy for solely administered
plans is based on actuarial calculations and the applica-
ble requirements of federal law. Contributions to multi-
employer plans are generally based on negotiated

labor contracts.

For periods priof to 1991, certain employees also par-
ticipated in noncontributory defined benefit pension
plans which were administered jointly by the Corpora-
tion and labor unions. Contributions to these plans
wete generally based on negotiated labor contracts.

Benefits under the majority of plans for hourly
employees (including multiemployer plans) are pri-
marily related to years of service. The Corporation has
separate plans for salaried employees and officers under
which benefits are primarily related to compensation
and years of service. The officers’ plan is not funded and
is non-qualified for Federal income tax purposes.

Plan assets consist ptincipally of common stocks,
bonds, mortgage securities, interests in limited partner-
ships, cash equivalents and real estate. At December 31,
1992 and 1991, respectively, $46 million and $25 mil-
lion of noncurrent prepaid pension cost was included in
other assets. The accrued pension cost of $34 million
and $32 million at December 31, 1992 and 1991, respec-
tively, was included in other long-term liabilities.

The following table sets forth the funded status of the
solely and jointly administered plans and the amounts
recognized in the accompanying balance sheets.
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Year ended December 31, 1992
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Year ended December 31, 1991

Plans having Plans having Plans having Plans having
assets in excess accumulated assets in excess accumulated
of accumulated benefits in of accumulated benefits in
(Millions) benefits excess of assets benefits excess of assets
Accumulated benefit obligation at November 30
Vested portion $ 918 $244 $ 866 $197
Nonvested portion 28 12 26 8
946 256 892 205
Effect of projected future compensation levels 10 11 15 10
Projected benefit obligation at November 30 956 267 907 215
Plan assets at fair value at November 30 1,119 201 1,032 167
Plan assets in excess of (less than) projected
benefit obligation 163 (66) 125 (48)
Contributions made in December 4 - - —
Unrecognized net (gain) loss (68) 33 (42) 31
Unrecognized prior service cost (24) 22 (21) 8
Unrecognized net asset from initial application of FAS 87 (29) (15) (37) (16)
Adjustment required to recognize minimum liability — (8) - %))
Prepaid (accrued) pension cost at December 31 $ 46 $(34) $ 25 $(32)

Net periodic pension cost for solely and jointly admin-
istered pension plans included the following:

Year ended December 31
(Millions) 1992 1991 1990
Service cost of benefits earned $ 75 §$ 73 ¢ 67
Interest cost on projected benefic
obligation 96 93 82
Actual (gain) loss on plan assets (157)  (206) 51
Net amortization (deferral) 11 70 (183)
Contributions to multiemployer
pension plans 4 4 2
Net periodic pension cost $ 29 §$ 34 § 19

The following assumptions were used:

1992 1991 1990

Discount rate used to determine

the projected benefit

obligation 8.0% 85% 9.0%
Rate of increase in future

compensation levels used

to determine the projected

benefit obligation 6.0 6.0 6.0
Expected long-term rate of return

on plan assets used to

determine net periodic

pension cost 11.5 11.5 11.0

The increase in the expected long-term rate of return
on plan assets in 1991 reduced 1991 expense by approxi-
mately $6 million.

During 1991, the Cotporation recognized an
aggregate pretax settlement and curtailment gain of
$10 million resulting from pension obligations assumed
by the purchaser in certain asset divestitures (Note 4).
Derines Contrinurion Prans Lhe Cor-
poration sponsors several defined contribution plans
to provide eligible employees with additional income
upon retitement. The Corporation'’s contributions to
the plans are based on employee contributions and
compensation. The Corporation’s contributions totaled
$43 million in 1992 and 1991 and $34 million in 1990.
Revinee Heawr Cane anve LiFeg Insurance
Bensrirs  Lhe Corporation provides cerrain health
care and life insurance benefits to eligible retired
employees. Salaried participants generally become
eligible for retiree health care benefits after reaching
age 55 with 10 years of service or after reaching 2ge 65.
Benefits, eligibility and cost-sharing provisions for
hourly employees vary by location and/or bargaining
unit. Generally, the medical plans pay a stated percent-
age of most medical expenses reduced for any deduct-
ible and payments made by government programs and
other group coverage. The plans are unfunded.
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The cost of providing most of these benefits has been
shared with retirees. The Corporation began transfer-
ring its share of the cost of post-age 65 health care
benefits to future salaried retirees in 1991, The Corpora-
tion will continue to reduce the percentage of the cost

of post-age 65 benefits that it will pay on behalf of
 salaried employees who retire in each of the years 1992
through 1999. The Corporation will continue to share
the pre-age 65 cost with future salaried retirees, but will
no longer pay any of the post-age 65 cost for salaried
employees who retire after 1999.

The Corporation adopted Financial Accounting Stan-
dard No. 106, “Employers’ Accounting for Postretire-
ment Benefits Other Than Pensions,” as of January 1,
1991. This statement requires the accrual of the cost of
providing postretitement benefits, including medical
and life insurance coverage, during the active service
period of the employee. The Corporation elected to
immediately recognize the accumulated liability, mea-
sured as of January 1, 1991. This resulted in a one-time,
after-tax charge of $119 million (after reduction for
income taxes of $73 million) which does not include
amounts accrued in prior years for business acquisitions.
The effect of this change on 1991 operating results, after
recording the cumulative effect for years prior to 1991,
was to recognize additional pretax expense of $23 mil-
lion. The pro forma effect of the change on years prior
to 1991 was not determinable. Prior to 1991; the Corpo-
ration recognized expense in the year the benefits were
provided. Postretirement health care and life insurance
costs charged to expense in 1990 were not material.

The following table sets forth the funded status of
the plans, reconciled to the accrued postretirement
benefit cost recognized in the Corporation’s balance
sheet at December 31, 1992 and 1991:

Year ended
December 31
(Millions) 1992 1991
Accumulated postretirement benefit
obligation:
Retirees $242  $221
Fully eligible active plan participants 44 41
Other active participants 131 100
417 362
Unrecognized net loss (58)  (20)
Accrued postretirement benefit cost 8359 §342

»

Georgia-Pacific Corporation and Subsidiaties

Net periodic postretirement benefit cost for 1992 and
1991 included the following components:

Year ended
December 31
(Millions) 1992 1991
Service cost of benefits earned $6 $s
Interest cost on accumulated postretirement
benefit obligation 27 30
Net petiodic postretirement benefit cost $33  §38

For measuring the expected postretirement benefit
obligation, a 14 percent and 15 percent annual rate of
increase in the per capita claims cost was assumed for
1992 and 1991, respectively. The rate was assumed to
decrease 1 percent per year to 7 percent in 1999 and
remain at that level thereafter. The weighted-average
discount rate used in determining the accumulated
postretitement benefit obligation was 8.5 percent at
January 1, 1991, 8.0 percent at December 31, 1991 and
75 percent at December 31, 1992.

If the health care cost trend rate were increased
1 percent, the accumulated postretirement benefit 49
obligation as of December 31, 1992 and 1991 would
have increased by 13 percent. The effect of this change
on the aggregate of service and interest cost for 1992
and 1991 would be an increase of 14 percent and
15 percent, respectively.

During 1991, the Corporation recognized a pretax
settlement gain of §43 million resulting from post-
retitement benefit obligations assumed by the purchaser
in certain asset divestitures (Note 4).
otner InNovember 1992, the Financial Accounting
Standards Board issued Financial Accounting Standard
Number 112, “Employers’ Accounting for Postemploy-
ment Benefits,” which requires recognition of benefits
provided by an employer to former or inactive employees
after employment but before retitement. Companies are
required to adopt the new standard no later than for
fiscal years beginning after December 15, 1993. The Cot-
poration has not determined the period in which the new
standard will be adopted or the impact of the adoption.
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NOTE 1. COMMON AND PREFERRED STOCK
The Corporation’s authorized capital stock consists of
10 million shares of no par value Preferred Stock and
25 million shares of no par value Junior Preferred Stock,
of which no shares were issued at December 31, 1992,
and 150 million shares of Common Stock, par value
$.80 per share.

At December 31, 1992, the following authorized
shares of the Corporation’s common stock were reserved

for issue:

1992
1991 Employee Stock Purchase Plan 1,596,000
1990 Long-Term Incentive Plan 3,462,000
1984 Employee Stock Option Plan 1,225,000
Common stock reserved 6,283,000

Emveroves Stocx PurcHase Frans

At December 31, 1992, the 1991 Employee Stock
Purchase Plan (Purchase Plan) had reserved for issue
1,596,000 shares of common stock at a subscription
price of $35.12. Subscribers have the option to

receive a refund of their payments plus interest at the
rate of 7% per annum in lieu of stock. Additional
shares can no longer be subscribed under the Purchase
Plan, which expires on May 31, 1993. Approximately
9,000 subscribers remained in the Purchase Plan at
December 31, 1992.

Under the Purchase Plan, the Corporation issued
112,000 shares and 21,000 shares of common stock in
1992 and 1991, respectively. Under the 1989 Employee
Stock Purchase Plan (which expited on April 30, 1991),
the Corporation issued 559,000 shares of common stock
in 1991 and 45,000 shares in 1990,

LowG.-Team INcenTive Poans 1hel990
Long-Term Incentive Plan (Incentive Plan) inicially
reserved 4,000,000 shares for issue with 2,310,000 shares
allocated but not awarded to plan participants at
December 31, 1992. Specified portions of the shares
allocated under this plan are awarded as restricted
stock, at no cost to the employee, based on increases
in the average market value of the Corporation’s
common stock. At the time awarded shares become
vested, the Corporation will pay each participant a
cash bonus in the amount of the estimated income
tax liability to be incurred by the participant asa

3 i

ENERE
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result of the award. Long-term incentive plan deferred
compensation is amortized over the vesting (resttiction)
period, generally five years, with adjustments made
quarterly for market price fluctuations.

The Incentive Plan replaced the 1988 Long-Term
Incentive Plan (1988 Incentive Plan). As of Decem-
ber 31, 1992, 1,105,000 shares had been awarded to the
plan participants under the 1988 Incentive Plan. These
awatded shares will vest based on the provisions in the
1988 Incentive Plan.

The Corporation recognized Incentive Plan compen-
sation expense of $51 million in 1992, $43 million in
1991 and $14 million in 1990. Additional information
relating to the Incentive Plan is as follows:

Yeat ended December 31

1992 1991 1990

Shares allocated but

not awarded at

January 1 2,708,000 2,733,000 536,000
Shares allocated 400,000 122,000 2,841,000
Previously allocated

shares cancelled (407,000) (155,000) (661,000)
Shares awarded (538,000) - -
Previously awarded

shares cancelled 147,000 8,000 17,000
Shares allocated but

not awarded at

December 31 2,310,000 2,708,000 2,733,000
Shares available for

allocation at

December 31 1,152,000 1,292,000 1,267,000
Total shares

reserved 3,462,000 4,000,000 4,000,000

Cmrpiove: Sraok Gprraom #oae  1he 1984
Employee Stock Option Plan (Option Plan) provides
for the granting of stock options to certain officers

and key employees, Holders of stock options may be
granted cash bonuses, payable upon exercise of an
option, of an amount not to exceed the amount by
which the matket value of the common stock, as
defined, exceeds the option price. In addition, holders
may surrender all or part of the related stock option in
exchange for common stock with a fair market value
equal to the amount by which the market value of the
shares covered by the option exceeds the aggregate
option exercise price.
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Compensation tesulting from stock options and cash
bonuses is initially measured at the grant date based on
the market value of the common stock, with adjust-
ments made quarterly for matket price fluctuations.
The Corporation recognized Option Plan compensa-
tion expense (income) of $15 million in 1992, $31 mil-
lion in 1991 and $(7) million in 1990.

Additional information relating to the Option Plan
is as follows:

Year ended December 31
1992 1991 1990

Options outstanding

at January 1 1,029,000 1,191,000 832,000
Options granted 446,000 461,000 422,000
Options exercised/

surrendered (464,000)  (570,000) (34,000)
Options cancelled (30,000) (53,000) (29,000)
Options outstanding

at December 31 981,000 1,029,000 1,191,000

Options available
for grant at
December 31 244,000 659,000 1,067,000

Total réservcdsharcs 1,225,000 1,688,000 2,258,000

Options exercisable

at December 31 557,000 599,000 791,000
Option prices
per share:
Granted $66 $39-854 $44
Exercised/
surrendered $34-846 $26-$46 $21-846
Cancelled $34-366 $34-846 $26-346

SHAREHNOLDER Ricnuys Puan Tthorporation
has a Shareholder Rights Plan pursuant to which pre-
ferred stock purchase rights are issued at the rate of one
Right for each share of common stock. The Rights
expire on July 31, 1999, unless redeemed eatlier. Each
Right entitles the holder to buy, at an exercise price of
$175, one one-hundredth of a newly issued share of
Series A Junior Preferred Stock of which 5 million shares
were reserved for issue at December 31, 1992. Due to
the nature of its dividend, liquidation and voting rights,
the economic value of one one-hundredth of a share of
Junior Preferred Stock that may be acquired upon the
exercise of each Right should approximate the economic

Georgia-Pacific Corporation and Subsidiaries

value of one share of common stock. The Rights are
exercisable only if a person or group acquires 15% or
more of the Cotporation’s common stock or announces
a tender offer for 30% or more of the common stock.

If a person becomes the beneficial owner of 15% or
more of the Corporation’s outstanding common stock,
or if a holder of 15% or more of the Corporation’s stock
engages in certain self-dealing transactions or a merger
transaction in which the Corporation is the surviving
Corporation and its common stock remains outstanding,
then each Right not owned by such party will entitle its
holder to purchase, at the then-cugrent exercise price,
shares of the Corporation’s Series A Junior Preferred
Stock with a market value of twice the exercise price.

In addition, if after any person acquires 15% or more
of the Corporation’s outstanding common stock, the
Corporation is involved in a merger or other business
combination transaction with another person after
which its common stock does not remain outstanding,
ot the Corporation sells 50% or more of its assets or
earning power, each Right will entitle its holder to pur-
chase, at the then-cutrent exercise price, shares of the 51
other party’s common stock with a market value of
twice the exercise price.

Nore 12. COMMITMENTS AND
CONTINGENCIES

The Cotporation is a party to various legal proceedings
incidental to its business and is subject to a variety of
environmental and pollution control laws and regula-
tions in all jurisdictions in which it operates. As is the
case with other companies in similar industries, the
Cotporation faces exposure from actual or potential
claims and legal proceedings involving environmental
matters. The Corporation is self-insured for general
liability claims up to $5 million per occurrence.

The Cotporation is involved in environmental
remediation activities at numerous sites where it has
been named a potentially responsible party under the
Comprehensive Environmental Respense, Compensa-
tion and Liability Act ot similar state “superfund” laws
and at certain of its own plants. The ultimate costs
to the Corporation for the remediation of these sites
cannot be ptedicted with certainty due to the often
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unknown magnitude of the pollution or of the neces-
sary cleanup, the varying costs of alternative cleanup
methods, the evolving nature of cleanup technologies
and government regulations, and the inability to pre-
cisely determine the Cotporation's share of multi-party
cleanups or the extent to which contribution will be
available from other parties. The Corporation has estab-
lished reserves for environmental remediation costs for
these sites in amounts which it believes are probable
and reasonably estimable. Based on currently available
information and analysis, the Corporation believes that
it is reasonably possible that costs associated with these
sites may exceed current reserves by amounts that may
prove insignificant or that could range, in the aggregate,
up to approximately $100 million. This estimate of the
range of reasonably possible additional costs is less cer-
tain than the estimates upon which reserves are based,
and in order to establish the upper limit of such range,
assumptions least favorable to the Corporation among
the range of reasonably possible outcomes were used. In
estimating both its current reserves for environmental
remediation and the possible range of additional costs,
the Corporation has not assumed that it will bear the
entire cost of remediation of every site to the exclusion
of other known potentially responsible parties who

may be jointly and severally liable. The ability of other
potentially responsible parties to participate has been
taken into account, based generally on the parties’
financial condition and probable contribution on a per
site basis. No amounts have been recorded for potential
recoveries from insurance carriers.

In the fourth quarter of 1992, the Corporation filed
suit in the State of Washington against numerous insur-
ance catriers for coverage under comprehensive general
liability insurance policies issued by those carriers. The
Corporation is seeking a declaratory judgment to the
effect that past and future environmental remediation
and other related costs with respect to certain of the
sites are within the policy provisions.

Approximately 211 suits involving approximately
8,815 plaintiffs are currently pending in State Court
in Mississippi which primarily allege nuisance, tres-
pass and infliction of emotional distress caused by the

Georgia-Pacific Corporation and Subsidiaries

discharge of dioxin into the Leaf River from a pulp mill
owned by a subsidiary of the Corporation. Two of these
cases have been tried. A total of $241,000 in compensa-
tory damages and $4 million in punitive damages were
awarded to three plaintiffs in these cases with respect
to certain claims, and the jury found in favor of the
Corporation with respect to a fourth plaintiff. The
Corporation has appealed both judgments.

Although there can be no assurances as to the ulti-
mate outcome, the Corporation, based on the opinions
of counsel, believes that substantial grounds exist for
reversal of the two judgments and chat it has meritorious
defenses to the remaining claims (the vast majority of
which are principally for emotional distress as a result
of consuming fish from the rivers).

On July 15, 1992, the plaintiffs in one of the pending
suits had moved to certify a class action. On October 20,
1992, the court issued an order certifying a class action
on behalf of between 8,000 and 13,000 plaintiffs own-
ing property and businesses on the Leaf, Pascagoula
and Escatawpa Rivers as well as persons who have eaten
fish from, swam in or made recreational use of the
rivers. The order granted an immediate right to appeal
the class certification to the Mississippi Supreme Court
and specifically encouraged such appeals. The Corpo-
ration has appealed. Although there can be no assur-
ance as to the outcome of the appeal or whether the
Mississippt Supreme Court will entertain such an appeal
immediately, the Corporation believes that because,
among other issues, there is no provision in the Mis-
sissippi rules of procedure for a class action, substantial
grounds exist for the reversal of the court’s order.

On January 23, 1992, the mill’s primary insurance
cartier took the position that these claims are not
within its coverage. Suit has been filed against the mill's
insurance carriers seeking a declaratory judgment to the
effect that such claims are within the policy provisions.

Although the ultimate outcome of these legal
proceedings cannot be determined with certainty,
management believes that any liability resulting from
the pending matters, after considering existing reserves,
will not have a material adverse effect on the consoli-
dated financial condition of the Corporation.
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NoTe 13. ReLATED PARTY TRANSACTION
The Corporation is a 50% partner in a joint venture
(GA-MET) with Metropolitan Life Insurance Company
(Metropolitan). GA-MET owns and operates the
Corporation's office headquarters complex in Atlanta,
Georgia. The Corporation accounts for its investment in
GA-MET under the equity method.

At December 31, 1992, GA-MET had an outstanding
mortgage loan payable to Metropolitan in the amount

Georgia-Pacific Corporation and Subsidiaries

of $162 million. The note bears interest at 9%2%,
requites monthly payments of principal and interest
through 2011 and is secured by the land and building
of the Atlanta headquarters complex. In the event of
foreclosure, each partner has severally guaranteed pay-
ment of one-half of any shortfall of collateral value to
the outstanding secured indebtedness. Based on the
present market conditions and building occupancy, the
likelihood of any obligation to the Corporation with
respect to this guarantee is considered remote.

NoTE 1a. UNAUDITED SeELECTED QUARTERLY FinaANCiaL DaTa

First Quarter Second Quarter Third Quarter Fourth Quarter

(Millions, except per share amounts) 199200 19912 19920 1991@® 1992 1991® 1992 1991
Net sales $2,830 $2,778 $3,046  $2,981 $3,061 82,973 $2,910 $2,792
Gross profit (net sales minus cost of sales) 626 547 610 636 634 602 545 540
Income (loss) before extraordinary item

and accounting changes®’ 3) (10) 4 29 (174) (31) 113 (22)
Income (loss) per share befote extraordinary

item and accounting changes (.03) (.12) 04 .34 (2.01) (.36) 1.31 (.26)
Net income (loss)®™ (58) (73) 4 29 (174) (31) 104 (67)
Net income (loss) per share (.67) (-85) .04 .34 (2.01) (.36) 1.21 (.78)
Dividends declared per common share .40 40 .40 .40 .40 40 .40 .40
Price range of common stock

High 72.00 48.50 7175 © 57.75 62.63 58.75 62.50 60.25

Low 53.50 36.25 57.75 41.00 50.13 51.63 48.25 46.25

M As restated to reflect the change in accounting for income taxes (Note 9).

@ As restated to reflect the changes in accounting for inventory (Note 1) and postretirement medical and life insurance benefits (Note 10).

® Includes after-tax gains (losses) on asset divestitures of $43 million in the 1991 first quarter, $29 million in the 1991 second quarter,
$(12) miltion in the 1991 third quarter and §12 million in the 1991 fourth quarter (Note 4).
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REPORT OF INDEPENDENT PuBLic ACCOUNTANTS

To the Shareholders and the Board of Directors of
Georgia-Pacific Corporation:

We have audited the accompanying balance sheets of
Georgia-Pacific Corporation (a Georgia corporation)
and subsidiaries as of December 31, 1992 and 1991 and
the related statements of income, shareholders’ equity
and cash flows for each of the three years in the period
ended December 31, 1992. These financial statements
are the responsibility of the Cotporation’s manage-
ment. Our responsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with gen-
erally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain
reasonable assurance about whether the financial state-
ments are free of material misstatement. An audit
includes examining, on a test basis, evidence support-
ing the amounts and disclosures in the financial state-
ments. An audir also includes assessing the accounting
principles used and significant estimates made by
management, as well as evaluating the overall financial
statement presentation. We believe thag our audits

provide a reasonable basis for our opinion.

Georgia-Pacific Corporation and Subsidiaries

In our opinion, the financial statements referred
to above present fairly, in all material respects, the
financial position of Georgia-Pacific Corporation and
subsidiaries as of December 31, 1992 and 1991 and
the results of their operations and their cash flows
for each of the three years in the period ended
December 31, 1992 in conformity with generally
accepted accounting principles.

As explained in Note 9 to the financial statements,
effective January 1, 1992, the Corporation changed
its method of accounting for income taxes. Also as
explained in Notes 1 and 10 to the financial statements,
effective January 1, 1991, the Corporation changed its
methods of accounting for certain manufacturing
supplies and for postretirement health care and life

insurance benefits.

Atlanta, Georgia
February 11, 1993
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REPORT ON MANAGEMENT'S RESPONSIBILITIES

Management of Georgia-Pacific Corporation is
responsible for the preparation, integtity and fair pre-
sentation of the consolidated financial statements and
the estimates and judgments upon which certain
amounts in the financial statements are based. Manage-
ment is also responsible for preparing the other financial
information included in this annual report. In our
opinion, the financial statements on the preceeding
pages have been prepared in conformity with generally
accepted accounting principles, and the other financial
information in this annual treport is consistent with

the financial statements.

Management is also responsible for establishing and
maintaining a system of intetnal control over financial
reporting, which encompasses policies, procedures and
controls directly related to, and designed to provide
reasonable assurance as to, the reliability of the pub-
lished financial statements. An independent evaluation
of the system is performed by the Corporation’s internal
audit staff in order to confitm that the system is ade-
quate and operating effectively. The Corporation’s
independent public accountants also consider certain
elements of the internal control system in order to
determine their auditing procedutes for the purpose
of expressing an opinion on the financial statements.
Management has considered any significant recom-
mendations regarding the internal control system
which have been brought to its attention by the internal
audit staff or independent public accountants and has
taken the steps it deems appropriate to maintain a
cost-effective internal control system. The Audit

Committee of the Board of Directors, consisting of

Georgia-Pacific Corporation and Subsidiaries

five independent directors, provides oversight to the
financial reporting process. The Corporation’s internal
auditorts and independent public accountants meet
regularly with the Audit Committee to discuss financial
reporting and internal control issues and have full

and free access to the Audit Committee.

There are inherent limitations in the effectiveness of
any system of internal control, including the possibility
of human error and the circumvention or overriding
of controls. Accordingly, even an effective internal con-
trol system can provide only reasonable assurance with
respect to financial statement preparation. Furthet-
more, the effectiveness of an internal control system
can vary over time due to changes in conditions.

Management believes that as of December 31, 1992,
the internal control system over financial reporting is

adequate and effective in all matetial respects.

: ) g f b-//j;/zd%
James E. Terrell
Vice President and Controller
J—
Fronnes WA
James C. Van Meter
Vice Chaitman and Chief Financial Officer

Tonfmkig A2,

T. Marshall Hahn, Jr.
Chairman and Chief Executive Officer

February 11, 1993
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SELeEcTED FinanciaL DATA—-OPERATIONS o

Casw Divenanos 10 EARNINGS (Dollar amounts, except per share, and shares are in millions)
Cash dividends declared (common and Operations
preferred) divided by net income (loss). Net sales
Costs and expenses
EmmaimGS t0 INMYERESY Costofsales .. ... .. .. ... . .. ...

Selling, general and administeative ... ... ... ... ..o

inui fon Y . :
Income (loss) from continuing operations Depreciation and depletion ... ....... ... . oo oo

before income taxes, extraordinary items and Interest .. .. ...
accounting changes plus interest expense Other (income) expense .. ........ . ........ ... ..
divided by total interest cost (interest expense Total costs and expenses

plus capitalized interest). In the 1992, 1991 Income (loss) from continuing operations before

and 1990 calculations, respectively, the $35 mil- unusual items, income taxes, extraordinary items

lion, $59 million and $48 million cost of the and accounting changes . ... ... ... ... ... . ...

accounts receivable sale program was included Unusualitems ... ... ... ..o

Provision (benefit) for income taxes

in interest expense.

Income (loss) from continuing operations before

extraordinary items and accounting changes .. ... ... ..., . ... .. ..
Income (loss) from discontinued operations, netof taxes . .. .. ...... ..
Extraordinary items and accounting changes, net of taxes

Davsie Frowve 70 Fnrtesesy

Cash provided by continuing operations plus

+

interest expense divided by total interest cost Net income (loss)

(interest expense plus capitalized interest). In ; — -
Cash provided by continuing operations™**

the 1991 and 1990 calculations, respectively,
cash provided by continuing operations Other statistical data

excludes $(50) million and $850 million from Per common shate . .
) Income (loss) from continuing operations before
the accounts receivable sale program. In the

i ; extraordinary items and accounting changes ... ... . ... ... ... ..
1992, 1991 and 1990 calculations, respectively, Income (loss) from discontinued operations . .. . . ..

the $35 million, $59 million and $48 million Extraordinary items and accounting changes .. . ... ... .. .. . .
cost of the accounts receivable sale program Net income (loss)
was included in interest expense. Dividendsdeclated .. ....... ... ... .. ... ... ...

Average shares of common stock outstanding ... ... ... .. ..
ErrecT ve tucome Tax Rars Shares of common stock outstanding atyearend . ... .. ... ... . ..
Provision (benefit) for income taxes divided by Cash dividendstoearnings . .......... ... ... ... . .. ...

Eamnings tointerest . ........ ... .. .. .. e
Cashflowtointerest ... . ...... .. ... .. .....
Effective income tax rate

income (loss) from continuing operations

before income taxes, extraordinary items and

accounting changes. ) -
*The results of Great Northern Nekoosa Corporation and its

subsidiaries have been included beginning on March 9, 1990.
**Excludes the accounts receivable sale program.

SGP 0001774



Georgia-Pacific Corporation and Subsidiaries

Year ended December 31
1992 1991 1990* 1989 1988 1987 1986 1985 1984 1983 1982

$11,847 $11,524 $12,665 $10,171 $9,509 $8,603 $7,223 $6.716 $6,682 $6,040  $5,003

..... 9,432 9,199 9,738 7,621 7,452 6,777 5,783 5,553 5,441 4,978 4,206

1,135 1,102 951 689 632 583 511 431 426 374 359 ¢
789 724 699 514 450 387 339 310 282 289 275 |
565 584 606 260 197 124 138 132 156 157 186

— (344) (48) - — — — - — 135 30

11,921 11,265 11,946 9,084 8,731 7,871 6,771 6,426 6,305 5,933 5,056

(74) 259 719 1,087 778 732 452 290 377 107 (53)

- - - - - 66 33 19 19 - 79

(14) 293 354 426 311 340 189 102 143 32 6

‘‘‘‘‘ (60) (34) 365 661 467 458 296 207 253 75 20
- - - - - — - (30)  (134) 30 32

(64) (108) - - - - 10 - — 101

$ (124) § (142) $ 365 $ 661 § 467 $ 458 $ 296 $ 187 $ 119 § 105 § 153
$ 868 $ 630 $ 1223 $ 1,358 § 865 § 781 § 575 $ 771 $ 509 $ 460 $§ 367

57

...... $ (69) $ (40) ¢ 428 $ 742 $476 $423 $270 $ 184 $228 $ 53 $ (01)
AAAAAA - - - - - — - (.29)  (1.31) .30 .32
...... (.74) (1.25) — - — — - .10 - - 1.01

$ (1.43) § (1.65) § 428 $ 742 §$476 $423 $270 $1.65 $§ 97 § .83 § 132
...... $ 1.60 $ 160 ¢ 160 $ 145 $125 $105 ¢ 8 ¢ 8 $ .70 $§ .60 $ 1.05
...... 86.4 85.8 85.3 89.1 098.1 107.5 104.1 103.0 102.2 101.5 99.9
...... 88.1 87.4 86.7 86.7 94.8 104.7 107.3 103.2 102.5 101.5 101.3
...... 100% + 100%+ 38.1% 19.7% 26.3% 25.1% 32.8% 49.7% 71.4% 72.4% 77.8%
...... 0.9 1.4 2.0 5.0 4.4 6.9 4.2 2.7 3.3 1.6 1.0
...... 2.4 1.9 2.7 5.9 4.8 6.8 4.9 5.6 4.0 3.8 2.7
...... 18.9% 113.1%  49.2%  39.2% 40.0% 42.6% 39.0% 33.0% 36.1% 29.9% 23.1%
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SeLecTeED FinanciaL Data—FinanciaL PosiTiON, END OF YEAR

Boox WaLtueg Per Ccwmaiv SHARE

Shareholders’ equity minus the unamortized
discount on redeemable preferred stock,
divided by shares of common stock outstand-
ing as of the end of the year.

Tovar Desr 7o CariTay

Toral debt divided by the sum of total debt,
deferred income taxes, other long-term liabili-
ties, redeemable preferred stock and share-
holders’ equity as of the end of the year. Total
debt includes commercial paper and short-
term notes, current pottion of long-term debt,
long-term debt and accounts receivable sold.
CezREpMT FAvD

Current assets divided by current liabilities as
of the end of the year.

(Dollar amounts, except per share, are in millions)

Financial position, end of year
Current assets
Timber and timberlands, net
Property, plant and equipment, net
Net assets of discontinued operations
Goodwill
Other assets

Total assets

Current liabilities
Long-term debt

Other long-term liabilities
Deferred income taxes
Redeemable preferred stock

Shareholders’ equity

Working capital

Other statistical data
Capital expenditures (including acquisitions)*
Capital expenditures (excluding acquisitions)*
Per common share
Market price: High
Low . ... .
Year-end . ... .. ...

Book value
Total debt to capital
Current ratio

* Represents additions, at cost, to property, plant and equipment and

timber and timberlands.

**The financial position of Great Northern Nekoosa Corporation and

its subsidiaries has been included beginning March 9, 1990.
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Year ended December 31

Georgia-Pacific Corporation and Subsidiaries

1992 1991 1990** 1989 1988 1987 1986 1985 1984 1983 1982

$ 1,607 $ 1562 $ 1,766 $1,829 $1,892 $1,729 $1,420 $1,291 $1,406 $1,268 $1,176

1,402 1,377 1,630 1,246 1,289 915 844 804 840 753 748

...... 5,831 5,567 6,341 3,691 3,723 3,048 2,691 2,606 2,270 1,989 2,214

______ - - — — — — — 11 158 653 651

...... 1,891 1,949 2,042 91 101 92 — — — — —

...... 159 167 281 199 110 86 159 154 111 69 130

10,890 10,622 12,060 7,056 7,115 5870 5,114 4,866 4,785 4,732 4,919

2,452 2,722 2,935 924 1,013 996 837 631 640 612 716

...... 4,019 3,743 5,218 2,336 2,514 1,298 893 1,257 1,383 1,453 1,618

..... 709 626 404 238 165 152 124 69 34 26 22

...... 1,202 795 928 841 788 744 695 606 503 413 365

- — — - - — 113 156 190 215 209

$ 2508 § 2736 §$ 2,975 $2,717 $2,635 $2,680 $2,452 $2,147 §2,035 $2,013 $1,989

$ (845) $(1,160) $ (769) $ 905 § 879 $ 733 § 583 § 660 $ 766 $ 656 § 460

$ 384 § 528 §$3,78 $ 499 $1,552 $ 825 § 482 $ 642 § 710 $ 188 $§ 207

...... 384 528 866 493 711 550 444 624 403 184 203
AAAAA 72.00 60.25 52.13  62.00 42.88  52.75  41.25 27.38  25.75  31.88  27.25 59

48.25 36.25 25.38  36.63 30.75  22.75 24.75 20.50 18.00  22.38 13.25

...... 62.38 53.63 37.25 4850  36.88  34.50  37.00 2650  25.00 2475  26.25

28.47 31.30 34.31 31.35  27.79  25.59  22.70  20.59 19.58 19.48 19.22

..... 56.6% 595 % 63.1% 39.2% 42.9% 30.0% 25.0% 32.0% 35.7% 37.4% 42.1%

...... 7 6 7 2.0 1.9 1.7 1.7 2.0 2.2 2.1 1.6
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SALES AND OPERATING PROFITS BY INDUSTRY SEGMENT

(Miilions) 1992 1991 1990 *** 1989
Net sales
Building products
Wood panels . ... ... ... $ 2,543 22% $ 2,097 18% $ 2,296 18% § 2,488 24%
Lumber. ... ... ... ... .. 2,055 17 1,819 16 1,966 16 2,109 21
Chemicals . .. ... ... ... ... 240 2 223 2 247 2 253 3
Gypsum products . .. .. .. .. 216 2 222 2 270 2 299 3
Roofing . . ..... ... .. .. 185 2 183 2 192 2 194 2
Other . . R REREE 873 7 861 7 952 7 745 7
6,112 52 5,405 47 5,923 47 6,088 60
Pulp and paper
Containerboard and packaging. . 2,001 17 2,008 17 2,440 19 1,578 15
Communication papers . . . . . : 1,070 9 1,134 10 1,360 11 983 10
Tissue . ... .......... o 682 6 664 6 719 6 679 7
Matketpulp . ... .. ... 681 6 645 6 779 6 728 7
Paper distribution and
envelopes. . .. .. ... . . 1,208 10 1,218 10 1,027 8 — —
Other . ... ... .. ... .. o 69 — 420 4 377 3 74 1
5,711 48 6,080 53 6,702 53 4,042 40
Other operations 24 — 30 — 40 - 41 -
Continuing operations $11,847 100% $11,524 100% $12,665 100% $10,171 100%

Operating results*

Building products . . ... . . § 691 100% $ 344 32% $ 423 29% $ 533 36%
Pulpandpaper . ..... ... ... .. ® (1) 362 34 979 67 917 63
Other operations . .. ... .. S 9 1 17 2 17 1 15 1
Other income (expense)** . . .. - - 344 32 48 3 - -
Continuing operations $ 692 100% § 1,067 100% § 1467 100% § 1,465 100%

*Opetating profits are before income taxes, interest, cost of accounts receivable sale program, general corporate expenses, unusual items,
extraotdinary items and accounting changes.

**Other income (expense) includes $344 million of pretax gains in 1991 and a net $48 million pretax gain in 1990 resulting from asset
divestitures and pretax restructuting charges of $135 million and $18 million, respectively, ip 1983 and 1982. If these amounts had been
included in segment operating profits, pulp and paper operating profits would have been $546 million in 1991, $939 million in 1990,
$13 million in 1983 and $41 million in 1982; building products operating profits would have been $504 million in 1991, $511 million
in 1990, $277 million in 1983 and $128 million in 1982; and other operations operating profits would have been $13 million in 1983
and $25 million in 1982.

***Sales and operating profits of Great Northetn Nekoosa Corporation and its subsidiaties have been included beginning on March 9, 1990.
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Georgia-Pacific Corporation and Subsidiaries

Year ended December 31

1088 1987 1986 1985 1984 1983 1982

$2.442 26% $2.355 28% $1,864 26% $1.666 25% $1,637 25% $1,560 26% §1,217 24%
2,134 22 2,002 23 1,676 23 1,434 21 1,461 22 1,424 24 1,003 20

241 2 189 2 155 2 173 3 186 3 162 3 136 3
305 3 361 4 375 5 377 6 360 5 269 4 183 4
189 2 194 2 230 3 260 4 268 4 222 4 197 4
718 8 654 8 553 8 560 8 540 8 - 506 8 450 9

6,029 63 5,755 67 4,853 067 4,470 67 4,452 67 4,143 69 3,186 64

1,433 15 1,246 15 1,029 15 1,037 15 909 13 647 11 605 12
796 8 621 7 461 6 3% 5 445 7 450 7 437 9
590 6 539 6 502 7 514 8 507 8 449 7 429 8
533 6 314 4 221 3 157 2 225 3 191 3 187 4
84 1 90 1 68 1 70 1 25 - 31 1 29 1
3,436 36 2,810 33 2,281 32 2,134 31 2,111 31 1,768 29 1,687 34
44 1 38 — 89 1 112 2 119 2 129 2 130 2
$9,509 100% $8,603 100% $7.223 100% $6,716 100% $6,682 100% $6,040 100% $5,003 100% 61

$ 428 41% $ 533 S8% $ S00 73% $ 391 86% $ 379 63% $ 354 117% § 136 70%
616 58 383 41 146 22 29 6 202 34 71 23 44 23
10 1 100 1 35 5 35 8 20 3 13 4 32 16

— - - — — . (135) (44 _ (18) (9)

$1,054 100% § 926 100% § 681 100% § 455 100% § 6Ol 100% §$ 303 100% $ 194 100%

R N

AECHE S NI
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OPERATING STATISTICS

As of December 31, 1992

Number of Annual
Facilities ~ Capacity

Pulp and paper
Paper (t.tons)
Containetboard and packaging
Linerboard and medium . . .. .. . .. ... 4 2,941
Otherpaperboard . ... .. ... .. ... ... o 5 629
Kraft paper .. ... ... ... 2 ‘342
COMMUOICALION PAPELS . . . . . oo oottt 8 2,223
TISSUE . . o oo o e 5 573
Groundwood papers ... .. ... ... — —
Market pulp (ttons) .. .. ... 7 1,891
Total paper and market pulp 31 8,599
Converting
Corrugated packaging (m.sq.ft.) . ... ... ... . oo 37 27,660
Tissue (t.tons) .. ... ... ... 6 578
Envelopes (billion envelopes) ............ ... ... . ... .. ... ... ... .. 17 15
Other .. 13
Total paper, market pulp and converting 104
DiStiibUtion CEMErs . . .. . ..\ttt 80
Building products
Wood panels
Softwood plywood (%") (m.sqft.) ........ .. ... ... . ... 18 5,019
Hardwood plywood (sm) (m.sq.ft.) . .......... ... ... . . 2 495
Hardboard (") (m.sq.ft.) . ... ... .. 8 1,395
Particleboard (¥%") (m.sq.ft.) ... ... .. 8 1,148
Oriented strand board (3") (m.sq.ft.) .. ...... ... ... ... 4 952
Panelboard (") (m.sq.ft.) ... .. ... 1 379
Softboard (Y2") (m.sq.ft.) . ... ... ... L 1 250
Fiberboard (%") (msqft.) ... ... ... ... .0 1 100
Lumber (m.bd.ft.) .. ... . 43 2,739
Moulding (m.bd.ft.) . ... .. ... 3 31
Gypsum board (m.sq.ft.) . ... ... B 10 3,062
Roofing—shingles (t.squares) .. ..... ...... .. ... ... ..o L 5 9,484
Formaldehyde (m.lbs.) . ... .. ... .. . ... o0 L Lo 13 1,888
Thermosetting resins (m.dbs.) . ... ... oo oL oo 16 2,962
Other . . . 19
Total building products 152
DistribUTION CENLEIS . . . . . . o 139
Other operations 4

Resources (as of December 31)
North American timbetlands (t.acres)

Ownedinfee ...... ... .. .. ...

Controlled ... ...... ... .. .. .

*The production of Great Northern Nekoosa facilities has been included beginning on March 9,1990.
**Excludes 540,000 fee acres and 98,000 controlled acres of timberland sold in January 1991.
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Georgia-Pacific Corporation and Subsidiaries

Production

1992 1991 1990* 1989 1988 1987 1986 1985 1984 1983 1982
2,889 2,936 3,139 1,419 1,297 1,318 1,146 976 740 452 410
526 522 544 555 458 393 368 368 374 377 321
377 358 354 350 356 348 394 452 529 541 500
2,002 1,994 1,780 1,161 970 868 731 552 574 518 475
576 556 533 519 511 490 496 476 486 487 456
—_ 603 531 — — - — - — - —
1,829 1,793 1,667 1,194 870 718 611 587 629 601 576
8,199 8,762 8,568 5,198 4,462 4,135 3,746 3,411 3,332 2,976 2,738
25,411 24,010 31,356 16,640 16,577 15,750 14,572 13,703 11,880 8,427 7,680
521 491 497 467 462 446 437 432 422 422 393
13 13 12 — — — — - — - —_

63
5,133 4,968 5,395 5,341 5,545 5,050 4,706 4,414 4,443 4,430 3,831
458 424 437 420 456 357 335 311 343 442 444
1,330 1,202 1,203 1,203 1,198 1,159 349 368 361 346 220
977 932 084 1,062 1,004 695 425 410 381 400 303
1,011 851 969 873 793 652 525 173 96 51 —
365 332 344 318 330 295 - 248 290 311 299 301
234 237 252 242 238 231 241 239 243 241 226
92 79 88 74 62 59 75 76 69 77 63
2,568 2,570 2,674 2,426 2,324 1,956 1,784 1,684 1,650 1,603 1,406
23 22 36 29 30 30 8 — — — —
2,112 1,955 2,309 2,403 2,406 2,620 2,473 2,495 2,412 2,242 1,681
7,447 7.775 7,674 8,106 7,155 6,976 7,361 7,789 7,539 5,973 5,363
1,614 1,540 1,547 1,454 1,394 1,309 1,233 1,188 1,169 1,081 966
2,571 2,377 2,470 2,372 2,362 2,136 1,805 1,650 1,527 1,451 1,146
5,722 5,969 8,203** 5,430 5,480 4,910 4,700 4,760 4,920 4,630 4,630
927 922 1,047** 670 1,010 670 530 480 480 530 510
sm = surface measure basis
t = thousands
m = millions

SGP 0001781




GEORGIA-PACIFIC CORPORATION OFFICERS

T. Marshall Hahn, Jr.
Chairman and Chief Executive Officer

A.D.Correll
President and Chief Operating Officer*

James C. Van Meter
Vice Chairman and Chief Financial Officer

W E. Babin
Executive Vice President—Pulp and Paper

Davis K. Mortensen
Executive Vice President-Building Products

Diane Durgin
Senior Vice President-Law

Donald L.Glass
Senior Vice President-Building Products
Manufacturing and Sales

George A. MacConnell
Senior Vice President-Distribution and
Millwotk

John F. McGovern
Senior Vice President—Finance and Treasurer

David W. Reynolds
Senior Vice President—Human Resources
and Administration

Lee M. Thomas
Senior Vice President-Environmental and
Government Affairs

Carroll T. Tolar
Senior Vice President-Environmental Affairs

James E. Bostic, Jr.
Group Vice President-Communication Papers

Gerard R. Brandt
Group Vice President-Butler Paper and Mail-Well

Willie L. Duke
Group Vice President—Softwood Lumber

Duncan B. Facey
Group Vice President-Distribution Division

Clint M. Kennedy
Group Vice President—Pulp and Bleached Board

Maurice W. Kring ,
Group Vice President~Packaged Products

John F. Rasot
Group Vice President-Forest Resources

J. Wayne Amy
Vice President—Metal Products

Joseph J. Armetta
Vice President-Distribution Division Midwest Region

David S. Dimling
Vice President-Sales and Marketing
Communication Papers

David R.Fleiner
Vice President-Structural Panels

William C. Howard
Vice President—Manufacturing Southern Pulp and Paper

Clifford T. Howlett, Jr.
Vice President—Government Affairs

Stephen K. Jackson
Vice President-Distribution Division Northeast Region

Jerry L. Kincaid
Vice President-Manufacturing Communication Papers

William A. Mamrack
Vice President—Taxes

John E. Masaschi
Vice President—Industrial Wood Products Division

Robert J. Millikan
Vice President-Containerboard

Dewey L. Mobley
Vice President—Western Wood Products
Manufacturing Division

William B. Nagle, Jr.
Vice President-Lumber Distribution

Kelly E. Powell, Jr.
Vice President-Distribution Division Western Region

William D. Rose
Vice President-Specialty Manufacturing and Sales

Robert A.Starling
Vice President-Disttibution Division Southern Region

* Becomes Chief Executive Officer effective May 4, 1993 and Chairman effective December 2, 1993,
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Richard B. Spitznass
Vice President-Compensation and Benefits

James R.Taylor
Vice President—-Chemical Division

Raymond H.Taylor
Vice President-Engineeting

James E. Terrell
Vice President and Controller

GeoRGIA-PaciFic CoRPORATION DIRECTORS

T. Marshall Hahn, Jr.'
Chairman and Chief Executive Officer

A.D. Correll
President and Chief Operating Officer*

James C. Van Meter
Vice Chairman and Chief Financial Officer

Robert Carswell " **
Partner, Shearman & Stetling; Attorneys;
New York, New York

Jewel Plummer Cobb**

President Emerita of California State University,
Fullerton and Trustee Professor of California State
University; Los Angeles, California

Donald V. Fites**

Chairman and Chief Executive Officer,
Caterpillar, Inc;

Peoria, Illinois

Harvey C. Fruehauf, jr.**
President, HCF Enterprises, Inc.; Private Investment
Management Company; St. Clair Shores, Michigan

Clifton C. Garvin, Jr.*’
Chairman and Chief Executive Officer (retired), Exxon
Corporation; New York, New York

Douglas A. Thom
Vice President—Packaging

Michael A. Vidan
Vice President-Gypsum and Roofing Division

Carl Wilson
Vice President-Information Resoutces

Kenneth E Khoury
Secretary

Richard V. Giordano"**
Chairman and Chief Executive (retired), The BOC
Group plc; Windlesham, England

David R. Goode*’
Chairman, President and Chief Executive Officer, 65
Norfolk Southern Corpotation; Norfolk, Virginia

Francis Jungers"*
Business Consultant; Portland, Oregon

E James McDonald*’
President and Chief Operating Officer (retired),
General Motors Corporation; Detroit, Michigan

Robert E. McNair**
Chairman of the Board and Senior Shareholder,
McNair Law Firm, P.A.; Columbia, South Carolina

Norma Pace*’

Chairman, Board of Governors of U.S. Postal Service
and President, Economic Consulting and Planning,
Inc.; New York, New York

James B. Williams"*’
Chairman and Chief Executive Officer, SuniTrust Banks,
Inc.; Atlanta, Georgia

'Executive Committee *Audit Committee
3Stock Option Plan and Management Compensation Committee
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INVESTOR INFORMATION

FIoAR»aAKATE HoacQuantTeas
Georgia-Pacific Center, 133 Peachtree Street, N.E.,
Atlanta, Georgia 30303

SrocK EXCHANGES AND SYMROLS
Georgia-Pacific Corporation Common Stock is listed on
the New York Stock Exchange (“NYSE”) and on the Tokyo
Stock Exchange. The Corporation’s NYSE symbol is “GP™;
however, the stock is quoted as “GaPac” in stock table
listings in newspapers. G-P options are traded on the
Philadelphia Stock Exchange.

Toanomgren AGiNY and REgisTrRAR
First Chicago Trust Company of New York
Post Office Box 3981

Chusch Street Station

New York, New York 10008-3981

SuAnencLNES INFORMATION
For shareholder information, contact the Transfer Agent
and Registrar, First Chicago Trust Company of New York,
at Post Office Box 3981, Church Street Station, New York,
New York 10008-3981, ot telephone (212) 791-6422.

Registered G-P shareholders are eligible to participate
in the G-P Dividend Reinvestment Plan. For information
on the Plan, contact the Plan agent, First Chicago Trust
Company of New York, Post Office Box 3506, Church
Street Station, New York, New York 10008-3506.

Fimanmcina. I MFOQRMATION

A copy of the Georgia-Pacific 1992 Annual Report to the
Securities and Exchange Commission on Form 10-K will
be supplied without charge. Annual Statistical Updates
are also available. Requests for financial information
should be directed to: Investor Relations, Georgia-Pacific
Corporation, PO. Box 105605, Atlanta, Georgia 30348,
of telephone (404) 521-5555.

Georgia-Pacific is an equal opportunity employer.
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