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SECURITIES AND ZXTHANCGE C
Washington, D. C. 20

FORM 190-¢

3

iy CUARTERLY REPORT PURSUANT TO SECTION 123 If
OF THE SECURITIES EXCHANGE ACT OF 1334
For the quarterly period ended March 31, 17 1
or
i} TEANSITION REPORT PURSUANT TO SECTION 13 TR 17 2
OF THE SECURITIES EXCHANGE ACT COF 1G24
For the transition period from to

Commissionr File Number 1 - 3506

GEORGIA-PACIFIC CORPORATION
(Exact Name of Registrant as Specified in its

GEORGIA 93-0432081
(State of Incorporation) (IRS Employer Id.

133 PEACHTREE STREET, N.E., ATLANTA, GEORGIA - :1:Z
(Address of Principal Executive Offices,;

(404) 652 - 4000
(Telephone Number of Reglstrant)

Indicate by check mark whether the Registrant (1) has filed all rscorts
required to be filed by Section 13 or 15(d) of the Securities arna Exchange
has been :zurn’=77 t©> such

Act of 1934 during the preceding 12 months and (2)
filing requirements for the past 90 days.
Yes X No

As of the cl
had 225, %1%

se of business on April 30, 2001, Georgia-Pacific
15,92 sh
and 0,537,220 sha

rares of Georgia-Pacific Group Common Stock ou
res 0of The Timber Company Common 3TOCK <u
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PART I - FINANCIAL INFCORMATION
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Item 1. financial Statements
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LE CPIZFATILNE Ungraltes! STaTements.

. 3
CA3H TLCWS ‘Unaudited)
ar.d Supsidiaries
Flrst gierter
fIn millizrs sl
2C00
Cash flows frcom <=
Net (loss) income $ 11:%)
S 23
BRdiustxents <> re ncile net income to cash provided by
cperaticns:
Tumulative -2fect of accounting change, net of taxes (11
Depreciation, depletion and amortization 362
226
Deferred income taxes R
(4)
Loss f{gain) on disposal of assets, net 41
(24)
Change in wcrking capital (137}
(153)
. Other 35
£7
Cash provided by operations 133
266
Cash flows from in esting activities
(192,

Property, oplant and squipment investments

Disclosure Page 6



GLORGIA PACIFIC CORP - 11-Q Filing Date: 05/02,01

(182)
Timber and timberland purchases (37)
(59}
- Acquisitions Tl
(1
Het proceexs IZrcm sales of assets Z0E
25
Other =y
£79
Cash provided by (used for) investing activities 23%
224)
Cash flows Zrom financing activities
Repayments of long-term debt 237
(21)
Additlions teo long-term deb* L, Irz
10
Fees paid to issue debt 15
Net f(decrease; increase in short-~term debt 57
73
Stock repurchases -
(71)
Cash dividends paid (47
(42)
Proceeds from option plan exercises 29
3
—r Cash used for‘financing activities 469
(48)
Increase (decrease) in cash 3
(6}
Balance at beginning of period 47
25
Balance at end of period $ 1z
3 19
The accompanying notes are an integral part of these consclizzated Iinancial
statements.
4
6 7
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CCNITL STIlements.
4

CONSOLIDATED BALANCE SHEETS (Unaudited)
Georgia-Pacific Corporation and Subsidiaries

Mar:ch 2L,
Cecempar G,
'Iin milliorns, except shares and per share amounts) P
2090
ESSETS
Currernt assets
Casn ) 43
S 40
Receivables, less all wances of $35 and $34, respectlively s, 697
z,705
Inventories 2,339
2,885
Deferred Ilrccme tax assets .32
176
Other current assets 481
472
Total current assets 2,242
6,288
Timber and timgerlands, net 1,296
1,293
Property, plant and equipment
Land, buildings, machinery and equipment, at cost 20,645
21,223
Accumulated depreciation 9,572)
(9,421)
Property, plant and equipment, net 1,003
11,802
Goodwill, net 2, 8T
3,985

Disclosure Page 8
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QOther assets . ol
Z,514
Tota: sssels 3 , o7
3 20,882
2

CONSOLIDATED BALANCE SHEETS (Unaudited) (Continued,
Georgia-Pacific Corporation and Subsidiaries

March Z1,
December 30,
(In miliions, except shares and per share amounts) Zoel
2000
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Bank overdrafts, net S 213
$ 293
Commercial paper and other short-term notes et s
2,695
Current portion of long-term debt ZI7
232
Accounts payable L, %2
1,520
Accrued compensation Zal
436
Other current liabilities NP
30¢

Long-term debt, excluding current portion 12,023
12,627

Disclosure Page 9
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ommitments z2na corntingencies (Note 11)
Sharshclders' =gult,
Commor. SToCK Lol
182
ac:’lc Group, par value $.80; JCC,000,000
norized; 225,293,000 anc 224,544,000 sharss _o3uad
cmpany, par valiue $.80; 250,000,000
zrares orized; 94,324,400 and 94,371,C0CC shares 1:z.22
Treasury at cost DIl
(230,
14,387,530 skares c¢f The Timber Company ccmmon ZT1Ix
Additiconal paid-in capital o, 1c4
2,427
Perzirned =sarnings S,
, 4632
Long-term incentive plan deferred compensation L4
(4)
Accumulated other comprehensive loss 53
(16)
Total srareholiders' equity 3,254
5,722
Total liabilities and shareholders' equity $ 35,487
$ 30,882

The accompanying potes are an integral part of these consolidazez Zinancial
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statements.

o

TOMPREHENSIVE (LOSS) INCCME ‘DnauciTz:

and Subsidiaries

First guarter
(In millions) 2001
2000
Net (loss) income $ (11%)
S 234
Other comprehensive income (loss) before tax:
Foreign currency translation adjustments (28
(1)
Derivative instruments 130
Minimum pension liability adjustment N
Income tax expense related to
items ¢of other comprehensive income 1z
Comprehensive (loss) income $ (152,

$ . 233

The accompanying notes are an integral part of these consolizzzex financial
statements.

Disclosure Page [



GEORGIA PACIFIC CORP - 1)-Q

Filing Date

105:02:01

CRATION

D FINANCIAL STATEMENTS ‘Uraudized.
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[

c
nion of managjement, necessar
ionn's financial position, re
the interim pericds. All suct
curring nature. Certain 2000 amounts have
. with the 20501 presentation. These consol:
statements & suld be read in contunction with the co
financial statements and notes theretc included in =
G cre

annual repert on Form 10-K for the fiscal year endex

2000

on Tzcempe: 16, 1997, sharehoiders of the Corporaticrn

cre -icn o. two classes of common stock intended to re:

the »erform nce of the Corporation's manufacturing ani

bus - ‘esses. The Corporation's manufacturing and timber rusinesses are
ref- red tc nereinafter as the "Georgia-Pacific Grcuz” "The Timber
Comrany", r:spectively. The Gecorgia-Pacific Group's anz The Timber
Company's combined financial information is presented 1 liote 12.

During the fourth quarter of 2000, the Corporation implemented EITF
00-10, "Accounting for Shipping and Handling Fees and
00-10 requires that entities disclose costs incurred r
shipping and handling that are not included in cost of saies. The

Corporation currently classifies certain shipping and nandling costs
as selling and distribution expenses. Shipping and costs

included in selling and distribution expenses were
$116 million for the first quarter ended March 31,

2000, respectively.

PROVISICON FOR INCOME TAXES. The effective tax rate used t2 calculate
the benefit provision) for income taxes was 21% in 2071 znd 38% in
2000. The effective tax rate in 2001 was different from statutory
rates primarily because of nondeductible goodwill amortization expense
associated with business acquisitions. In 2000, the effective tax rate
differed from the statutory rate, primarily because ¢f Increased state
tax :redixs and increased utilization of foreign sales ccorporation tax
bene 7its, wi ich more than offset nondeductible goodwill amortization
expense associated with business acquisitions.

o
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sic earnings per share is computed Iised on net

d average number of common shares zuzstanding.

nare reflect the assumed issuance I Zommon shares
~ans and

ing Security

7e stock option and stock purch
share does

ry

W

7
of . 5% Premium Eguity Parzic

T The computation of diluted earnznjs
ersion or exercise of securities that wou
fect on earnings per share. Amounts are

common stock based on the separate earnings z:

cr

&)

o
~J

d for each
to each

he respective businesses.

"
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.
3]

Hasic per snare:
{Loss) ipcome zefsre extracriinary ltem and accounting
cnange

biluted per share:
(Loss) income before extraordinary item and accounting

ranordingry 1<ss, net I raxes

“axes Lo

n
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4. SUPPLEMENTAL DISCLOSURES - STATEMENTS OF CASH FLOWS. The cash impact of
interest and income taxes is reflected in the table ielow. The effect of
foreign currency exchange rate changes on cash was nct material in
either period.

INVENTORY JALUATION. Inventories include costs of materials, lapor, and
plant overhead. The Corporation uses the dollar value method for
5. comguting LIFO inventories. The major components cof inventcries were as

follows:

Disclosure Page 16
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Fiting Date. 03:02/01

[

LND UNYZUAL ITEMS. On Marzco ., 2001, the
© will germanentiy C10s= 173 ruilp mili and
Beliingham, Washington operations
2 op
since Zecerter 200 nam pulp
220,072C e 235,000 tors
2¢0, 200 Zons of _ignin in
e the Corporati ities
rokimacely 3 miliion for e LSI2TS,
3.3 miilion fcr the termination 1y 420
r~

laried employees and approximately 31 ‘or facilitcy
Of the $82 mlllion total liability,
cst of sales, $3 million was charged -o
o expense and 31 million was charged to
e

[B]

i7e expenses. None of the reserves wer

Juring the first quarter cf 2001, the Corperation acguiresd the remailning
cwnersnip ¢ two chemical joint ventures for approximat=., 326 million.
The results of operations of these chemical businesses onsolidated
wi<h those -Z the Corporation beginning in February <-... T}
Zorperaticr nas acccunted fcr these acgulisitions usini =n2 purchase
merhod to record a new cost basis for assets acquirec i~ _labilities
assumed.

c
he

Lt the end of November 2000, the Corpecration completea 3 -ender offer
pursuant to which it purchased each outstanding share >I zommon stock of
Fort James Corporation ("Fort James") for $29.60 per share in cash and
2644 shares of Georgia-Pacific Group common stock. Corporation is

J

paving casr. and issuing Georgia-Pacific Group shares “rne untendered
Fort James =hares are delivered to the Corporation's ge agent for
cancellaticrn. Through March 31, 2001, the Corporatiop approximately
$¢,185 mllﬁﬁon in cash and issued approximately 53. ion shares of
Georgla—Pac-flc Group common stock valued at $1,484 mi_ZIizn for such

shares. The fair value of the Georgia-Pacific Group common shares was
determined based on the average trading prices of Geor ~racific Group
common stock for the two trading days before and after July 16, 2000
fthe announcement of the Fort James acgquisition). The Tcrooration
expects to pay an additional $10 million in cash and issue approximately
91,000 shares valued at $3 million for Fort James common stock that had
not been tendered as of March 31, 2001. In addition, the Corporation
assumed $3.3 billion of Fort James debt in the acquisition.

0
ts
of

ames' results of operations were consolidated wizrn those of the
icn beginning in the fiscal month of Decemper .
¢t has accounted {or this business
me<hod to record a new ccst baslis for aszsets :
=2z assumed. The allocaition c¢f the purchase
= T CoST3 TC the assets a:quireu ard liapili
cre:iminary as cof March 31, 2001, and is subject to
firalization of studies ¢f fair value and the finalizat: fo3

emer.t's glans To restructure certain cperatic

een the purchase price and the fair value of
11
e

) oy

O O

v
00

0
.
L3

v
}
[\
lo}
Vo
t
4

)
W2

ities assumed was recorded as goodwilil and
rs. The preliminary allocation of net cash
ition as of March 31, 2001 is summarized as
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w

stock :issued and value of stock

o ies totaling approximately
terminaticn costs relating to approximately
employees. During 2000, no employees were terminated anz none of this
reserve was used. During 2001, approximately &5 empic: were
rerminated and approximately $16 million of the reser- used to pay
terminaticn benefits. The Corporation has not finali:z olans for
manufacturing and distribution activities. Finalizati these plans
may result in additional liabilities recorded as part the purchase
price or charges to earnings. The following table prowizs rollfcrwarc
of the emrloyee separation reserve from December 3C, Z. [ through March
ER

i, ZG001:

ivt zalaried

~

Ll S121t1ITS RIS
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The fxllcowing unaudited pro forma financial d

assuming -hat the acguiaisition of Fort James zanc

ere consummated on January Z, 200CG. This pro

cresented for informaticna: purpcses and is not i:

t would have coccurred had the

cn Januwac, 2, 2000, nor does it inciud

“ savings or consistent app

~methnods. Accordingly, this pro forma de
necessarily indicative of future operations.

In millions, except per share amounts

Gecorgia-rPacific Corporation:
Net sales
(Loss) income before extraordinary item and
accounting change
Net (loss) income
Georgia-Pacific Group data:
Net sales
{Loss) income before extracrdinary item and
accounting change
Net {.»>ssj-income
Basic :er share from (loss) income before
extraordinary item and accounting change
Diluted per share from (loss) income befcre
extracrdinary item and accounting change
Basic {(i10ss) =arnings per share
Diluted :lcss) earnings per share

Disclosure Page 20
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Tre Timper Company's resuits of operations are not Lni:Cotsd DY the
Tort James Lransaction
< In connection with the acquisition of Fort James anc c.:-zuant to a
consent decree with the J. S. Department of Justice, =n2 Itrporation
zcld 2 portion of 1ts away-from-home tissue manufact.:in: cperations
"formerliy Georgla-Pacific lssue> to Svenska Cellulcss ~ktiebolaget
SCA Zor approximately $35¢0 miilion . The sale was ¢ i on March
Z, 2007, with net proceeds cof approxzimately S$S532 milli:n ised to repay
debt
o} Turi~g 200C the Corporation announced the closure oI -2 Grand Rapids
East, Mich., gypsum plant and the Kalamazoo, Mich. mill. In
connection with these closures, the Corporation r charge to
earr.ings tctaling $7 million for the terminaticon o mately 325
salaried and hourly positions, $25 million for the f ¢f assets
and 312 mi lion for facility closing costs. During Z..., 3pproximatel
23- 2mploy =2s were terminated and an additional 34 235 were
ter:inated during the first quarter of 2001. The foll:-w.r3 table
porc "ides I Zormation related to these charges:
13
In millizns Liapility
maLanle ac
Cec. 22,
2000 Usage z

Type of Cost

Disclosure Page 2
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3 3244
o Rlsc durirng the first quarter of 2000, the Corporaticrn :-:ntributed
cer-aln sintalrerboard ard packaging assets with a net oItk value of $34
ZZ a Scint venture. In exchange fcor these ass=73, Ing

re, This

crooraticn wiil retain a 52% interest in the joint v x

investment in the Joint venture is accounted for under <he eguity
method

> Cn July 1%, 2000, the Corporation signed a definitive 3 2ment to merge
The Tlmper Ccmpeny with and into Plum Creek Timber lomg: "Plum
Creek";. “rder the zjreement, The Timber Company sharerc.ie will
receive 1.:7 shares of Plum Creek stcck for each share -I The Timber
Company st>ck. This transaction, which includes the assumption by Plun
Creek ¢ - .proximate’y $621 million of debt allocated =: The Timber
Company, .. vaized a. approximately $3.6 billion. Plum C ¥ will ass me
z 10-year wood supgply agreement between Georgia-rac: zroup and The

1

Timber Zompany. The transaction is subject to approval ry —he
shareholders of both Plum Creek and The Timber Company, receipt of a
ruling from the Internal Revenue Service (the "Service" <that the
transaction will ke tax-free to the Corporation and t©¢ -he shareholders
of The Timber Company, and receipt of an opinion from =< el that the
merger will qualify as a tax-free reorganization. The transaction is
also subject to the satisfaction of customary closing conditions. The
Corporation will treat The Timber Company as a discontinisd operation
once the significant contingencies surrounding the trarszction are
resolved.

DU

While discussions with the Service continue, it 1is un :n whether the
Service will issue the requested ruling. In the event such a ruling
is not issued, the Corporation will continue discussicns with Plum Creek
to determine if an acceptable alternate structure is feasible. In the
event no such alternate structure is agreed upon, The Timber Company
will be spun off to its shareholders, which will result in it being an
independent, publicly-traded company.

o In connection with the acquisition of Unisocurce Worldwide, Inc.
("Unisourc:") at the end of the second quarter of 19%9%, =-he Corporatiosn
recerded liabilities totaling approximately $50 millior. for employee
termination (relating to approximately 1,370 hourly and salaried
employees,; and relocation costs, and $22 million for cicsing costs of 48
facilizles. The pbalance cf these restructuring reserv December 30,
2000 was $8 miilicon. During 2001, approximately 151 e
terminated as vart ¢f this program. The following table
rollfecrward of the serve for restructuring freom Decemzer -0, 2000

e
chrough March 31, 2001:

D
LG

crovides a

< ois

2N

|
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o
it
il

N
Ve
©
v <
o
Y

aividend payments, share repurchases o
ncn-dect-re.atea financing activities.

, the Ccrporation in

TWIRG ¢ “o $€10
2Cul. craily, tn
ents o 52Lii uc o fLI0 millon o a.n
s receivable and :p =3 mill:ion of certarn
ints receivable, The Cor on increased the
vaple secured corriwing am to IN$2S mallicon
2001. The U.5. agreeme tres in Gctober 2000
reement expires :n May 1074 arch 21, 23{%,

a . AT

0 million was outstand:ng under the ZTorporaticn's
accounts releivapie secured DOrrowilng programs in the aggregate. The
receivables outstanding under these programs and the corresponding debt
are included as both "Receivables” and "Ccmmercial paper and other
short-rerm notes", respectively, on th2 acccompanying talance shsets, ALl
pro3rams are acsounted for as secureq LCrrowings. £s o.LlecTions reduce
previcus:y pledged 1nterasts, new receivables may be pledged.

On Marzno the Torporat:ion zovenants
unger 1%s credis facality™).
These ime at:s  fundea
lnoRncenn ¢

IntEresT,
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oY

es, ooth at the hecge's ncep
derivatives that are used in
fective in offsetting cnanges

orpcration uses
ments in the

internacicnai cperaticns
rate risxs. To manage the
2rm foreign e
32 outstanding
:llion to hedge
m salas commicment
Trance Izoem

z.2s woula not hav

15
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substantral

'
s 088 o=

1es anc transactions keing hedged.

nated/ineffective derivative nstruments: The Zcr:

certain derivative instruments that have Dbeen assessed as

redges or do not qualify for hedge acccunting in accor

Ne. 2.  Certaxin commoditTy  Swap agreements have

ineffectz.ve due to the variance between the fixed pri
2

swag greement and the fixed price offered to the ¢
valve of <hese coentracts at December 31, 2000 was S1.3
anda -5 ncluded i the cumuiative elfect of a

The Corporation also has two foreign currency
agreements that were assumed as a result of the acqguis:=:
James. These agreements do not qualify for hedge accounting.
the cumulsative effect of accounting ctange 1is a pre-tax
million rezlarting to che farr value of these

During 2000, the Corporation entered into a derivative agrsement 1n
connection with the sale of certain containerboard and packajz.ngy assets
whereby the Corporation has guaranteed a certain margin on buyer's
production. This derivative agreement expires in 2005. Th:s reement
does not gualify for hedge accounting because the buyer's vrorduction
does not gualify as a hedged i1tem in accordance with SFAS Nc. 133, The
Corporation also entered 1into certain commodity swap greemsnts  to
offset the gain on the aforementioned derivative agreement. net fair

value of these derivative agreements was $17.3 million axi at
December 21, 2000 and is included in the cumulative erfect cunting
change. |

The Corporaticn's senior management establishes the para: c: f  the
Corporation's financial risk, which have been approved by <I 2oard of

Directors . Hedging interest rate exposure through the use I 3waps and
options and hedging foreign exchange exposure through the use f forward
contracts are specifically contemplated to manage risk in keeping with
management's policy. Derivative instruments, such as swaps forwards,

options or futures, which are based directly or indirectly - interest
rates, currencies, equities and commodities, may be oy the
Corporation _to manage and reduce the risk inherent in price, currency

ard interest rate fluctuations.

D

coses.
rument,
crfics

w1th

The Corporation does not utilize derivatives for speculata~
Derivatives are transaction-specific so that a specific debk< in
contract or invoice determines the amount, maturity and oti
of <the hedge. Counterparty risk is limited o 21nsti
long~-term debt ratings of & or better.

LONG-TEPM APPFECIATICN PLAN. The Corporation
gnhts "SARY, for issuance and
"LTAP" . The LTAP

key employees ¢f the

ar. {the

o]
Zorporation.
o

1th at an sxercise price of 52%.37 per unyt
pased crn che underlving faxr value of Georgra-Pacif:ic
at the grant date. These SAF units vest over three years.
expense for the SARs 1s based on the difference between the
market value cf Georgia-Pacific Group common stock and the f
value at the date of grant. 2&s of March 31, 2000 no compensa
was recorded.

G
r
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17

Ennac

inowWnict

tavelved 1n envirinmenta
beth owned by the

~st:ifiec <nat
Comprerensive In:
ACT Or similar 2
1s involves, =h
seLiny

I.TiMa T2

isn sucn Il e evclving nat

romenta.c and tne Lnabil
zn's shar
ton Rt ] :
establisned reserves for environmental remediation

sites 1n amounts that it believes are probable and

2ssed 7n analvs:is of currentiy avallabie
th respect to the i D
cn believes
s
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-~
13
10 ALgust
imate
Fisn and Aildiife Zervice NS™ )
vion 3nd Compensaticn Cetermination
SONNecTicn Wl
lamage ASSSsSment. A
d41MS 3Qaull
ontrol Act, and state law.
=0 sperd approximately $7
wrer encerex oy Tf a.
The final clearnup alzernatives and the Corporation's share of the
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Although the ultimate cutcome of

proceedings cannot be determined

avail : T ion, management felieves

Ceen ed for crorcacie lcsses with respect Management
furt es that the ultimate outcome of such nental matters

i
edings could pe material to operating in any

and 3
Fl7en du vear tut will not have a material aa- ffect on the
long-term results of operations, ligaldity or conscll: Zinancial
1 P
pcsition of the Corpecration.

SELECTED FINANCIAL DATA. The following combined finarnciz. information
includes the accounts of Georgia-Pacific Group. All s

intragroup balances and transactions are eliminated Ir :
Tra: sactior with The Timber Company are not eliminazzz.

21

COMBINED STATEMENTS OF INCOME (Unaudited)
Georgia-Pacific Corporation--Georgia-Pacific Group

(In mill:icns, except per share amounts)

2000

exs cdina azpreciaticn,

: rasted shown helcw
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IS

shares outstanding:
Basic 225.4

22
COMBINED STAT TS TF CASH FLOWS (Unaudited)
Georgia-Pacific Zorporation--Georgia-Pacific Groug
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COMBINED BALANCE SHEETS (Unaudited)
Georgia-Pacific Corporation--Georgia-Pacific Group

TOanC e1lipnent, nel

COMBINEZD BALANCE SHEETS (Unaudited) (Continued)
Georgia-Pacific Corporation--Gecrgia-Pacific Group
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Zommitments and COnT.NQELILE3

Parent's equity

COMBINED STATEMENTS OF COMPREHENSIVE (LOSS} INCOME
Georgia-Pacific Corporation--Georgia-Pacific Group

T, 238

{(Unauditcea,
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INCOME (Unaudited)
“icn--Tre Timber Company

[
o
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COMBINED STATEMENTS OF CASH FLOWS (Unaudited)
Georgia-Pacific Corporation--The Timber Company

Lpmen

purchases il

21
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LIABILITIES AND PARENT'S EQUITY

any's total compreh
s $22 miliion and 34
ome was insignif:can

2%

ters of 2001 and
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CTOMDENSED CCNSOLIDATING INFORMATION. Fort James
securlTles registered uncer the Securities Act

E =

I <o rapcrring reguirements under Section 15{d)

ar.ge Act of 1934. The following condensed consolid
rmat

o

ion 1s presented in iieu of consolidated fira
T Ja~=s because the securities are fully and
guaranteed by the Corporation and certain subsidiari

®
n

CONSCOLIDAT NG ST# =ZMENT OF INCOME
FOR THE QU.RTER E. JED MARCH 21, 2001

Conscliiaating
In miliions Timber Company Fort James

Adjustments

NArv/ested Shiwh Le.ow 2,948 sl Zs

atien and

ar-2!
234 °Z 2
243 a il
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CONSOLIDATING BALANCE SHEET
AS OF MARCH 31, 2001
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CONSOLIDATING BALANCE SHEET (continued)
AS OF MARCH 31, 2001
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Peferred wncome tax liakii:ities L, 247 PR 412 -

shareholaers' eq

32
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4.
~3hdown,

z , #iscorsin,

i Wcodland. The sale,

: execution of a definiti- e

o2 necessary regulatory 2 S : fe completed

in the second quarter of 2001. orpor - use the net
proceeds cf a sale cof those facilities to repay der:

15 OPERATING SEGMENT INFORMATION. The Corporation has fiw= reportable
operating segments: puilding prcducts, timber, con: ‘rIard and
vacraging, bleached pulp and paper, and Zonsumer gro:l Tre follizwing
represents selected operating data for each reportak.= the
three months ended March 31, 2001 and April 1, Z23C%.

CONSOLIDATED SELECTED OPERATING SEGMENT DATA {(Unaudited)
Georgia-Pacific Corporation and Subsidiaries
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L. SaAIL/ €ATinguishient

srTunting cnange, net of 01

3Includes some miscellanecus businesses,
expenses and the elimination of profit on
intersegment sales.

unallocated corporate “perating

34
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o

interest expernse increased 3176 milliorn to $321

guarter ol z501 compared with 3145 millicn in th
principalliy 3 result cf higher debt levels incurre

Fort Jam ti

The pretax loss of 3145 million and
pen mn the first quarter of 2001, compa
inco milii income tax provision of $143 mil!
first guart r cf 2000. The effective tax rate in 2001 was z:
statutory r zes primarily because of nondeductible goodwill
expense ass tiated with business acquisitions. In 2000, the
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rate differed from the statutory rates, primarily because of increased
state tax credits and increased utilization of foreign sales corporation
tax benefits, which more tharn offset nondeductible goodwill zworzization

expense &associ business acguisitions.

r-er of 2001, the Corporation refinanc
zssumed in the Fort James acguisition
an after-tax extraordinary loss on -

bt c¢f $12 million.
The remaining discussion refers to the "Consolidated Selectz. ‘rerating
Segment Data'" table (included in Note 15 to the Ceonsolidated Tirsrcial
Statements, .
BUILDING £ 2BUCTZ
The Corpor tion's building products segment reported net sa.ssz °f $1,762

million ar.. an ot rating loss of $24 million for the first
Net sales d op= 3ting profits were $2,22% millicn and 32
respective.y, in “000. The decrease in quarter-over-quarter n=-
operating profits resulted from a significant decrease in v
prices and volumes. Average selling prices for plywood, softwzca lumber and
gypsum decreased 123%, 18% and 35%, respectively compared t¢ the prior year.
Sales volumes for plywood decreased 16% and softwood lumber —~:lumes
decreased 30%. The Corporation expects improvement in most of 13 building
products markets in the second and third gquarter of 2001.

TIMBER

In the first gquarter of 2001 and 2000, the timber segment
sales of approximately $91 million and $102 million, respect:.ve
operating profits of $47 million and $75 million, respecti-
decrease in year-over-year profits is due to a decline in b
and selling prices. The Corporation expects improvement in
demand for the timber segment's sawtimber increases.

CONTAINERBOARD AND PACKAGING

The Corpor tion's_containerboard and packaging segment reportad net sales
of $638 mi.:ion a. d operating profits of $88 million in the T gquarter
of 2001, compared with net sales of $677 million and operating crofits of
$131 millicn in the first quarter of 2000. During the first ziar:e

2000, the Ccrpcoraction sold certain containerboard and packaging assets
resulting in a pre-+tax gain of 524 million. Excluding these return

on sales decreased to 145 in 2001 compared to 16% n 2CGG. Jecrease in
year-over--'/2ary oDerating p

volumes fcr containerboard

and hignrer energy Ccs<s in Tua

y/e2ar's Zirst guarter, cfifiset sor o3 W condary

increased average selling prices. During the first guarte

2000, the Ccrporation incurred

8]
n

market-rela
mills, resu
and 83,500

paper mac
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2001, until market demand returns. Prices for containerboard and packaging
are expected to remain relatively constant throughout the remainder of the

year.

The C n's cleached pulp and paper segment reported -

S$z,z2 znd cperating profits of $Z7 million in the

cLare same pericd in 200G, the segment reportea -

$2,256€ iion and operating profits of $114 miliion. Returrn

decreas ts 2z in 2001 compared with 5% for the same period

The decrease in 2001 cperating profits was due primarily t< =z 1.% decline
in pulp sales volumes and increased energy and paper chemica. >:sts. The
Corporation expects selling prices for pulp to continue to decrease in the
second and third muarters of 2001 and expects selling prices I:: paper to
increase siightiy during the second half of the year.

CONSUMER PRODUCTS

Net sales and or :rating profits for the consumer products Tent were
$1,955 million = .d $101 million, respectively, for the qua =nded March

31, 2001, which :included net sales and operating profits of 3:,214 million
and $141 millior . respectively, from the operations of Fort James that were
acquired at the -nd of Nov:mber 2000. Operating profits for =iz 2001 firsc
quarter aliso inc.ude a one-time charge of $82 million related =z the
closure of the Bellingham pulp and lignin operations. First gju2arter 2000
net sales and operating profits were $494 million and $52 mi:ilion,
respectively. Excluding the one-time charge, return on sales decreased to
9% compared with 11% a year ago. This decrease is primarily due to
increased energy costs.

1

In connection with the acquisition of Fort James, the Corporation sold a
portion of its away-from-home tissue manufacturing operaticrns Zormerly
Georgia-Pacific Tissue) on March 2, 2001. Net sales and operaz: .- (losses)
profits related to these operations were $97 million and $(.:. million in
the first quarter of 2001, respectively, compared to $162 million and $12
million, respectively, in the first quarter of 2000.

The Corporation expects pricing for its consumer products segment to
decline slightly throughout 2001 ending at levels below year-end 2000.

OTHER

The operating lc:s in the "Other" nonreportable segment, which includes
some miscellanec 's businesses, unallocated corporate operating expenses and
the elimination of profit on intersegment sales, increased ty 337 million
to a :o0ss of 593 million in 2001 from a loss cf $56 millior In —he 2000
first quarter. This increase was primarily a result of higher legal and
environmental expenses, higher expenses associated with the cration's
captive insurance program and higher corporate marketing ex

[ O

e}

IR
[}

LIQUIDITY AND CAPITAL RESOURCES

w O
b
w1

RATING
2

mitl:

N
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million a year ago. The decrease in cash provided by operating activities
is primarily due to lower operating results for the quarter.

Tapital excenditures

e mor.ths ended March lion,

1ion in the puilding p miillion in

pa Kaglng :egment, 5 - _eached pulp
in the ccnsumer and S11

nonreportaoie segment. The Corporats I o make
caci for property, plant and equipment of ximately
$300
Cash paid imper and timberiands was $37 million in tre Zirst three

months 2of 2901 compared with $59 million in 2000.

At the end cf Ncvember 2000, the Corporation completed a = offer
pursuant to which it purchased each outstanding share of ccmmon stock of
Fort uames for 329.60 per share in cash and 0.2644 shares :-Z

Georgia- Group common stock. The Corporaticn is ray,in3 Zasn and
issuing Gecrgia-Pacific CGro'p shares as the untendered Fcrt ames shares
are delivered to the Corporation's exchange agent for cance’lztion. Through
March 31, 2001, the Corporation paid approximately $6,1385 mi__icn in cash

($45 millicn of which was prid during the first quarter of 2301} and issued
approximately 3.3 millic . zhares of Georgia-Pacific Group z:mmen stock

er of 2001)

(0.2 m:llion shares cf which were issued during the first zuar:c
valued at 351,464 million for such shares. The fair value 27 =k
Georgia-Pacific Group common shares was determined based or. -“he average
trading prices of Georgia-Pacific Group common stock for the two trading
days befeore and after July 16, 2000 (the announcement of trne Fort James
acquisition). The Corporation expects to pay an additional 317 million in
cash and issue approximately 91,000 shares valued at $3 miilion for Fort
James common stock that had not been tendered as of March 31, 2001.

O

\I
[0}

During the first quarter of 2001, the Corporation acquired = remaining
ownership of two chemical joint ventures for approximately 3.2 million. The
results of operations of these chemical businesses were conscl:idated with
those of the Corpcration beginning in February 2001. The Zczrrcration has
accounted for these acquisitions using the purchase method to record a new
cost basis for assets acquired and liabilities assumed.

In connection with the acquisition of Fort James and pursuant to a consent
decree with the U. 5. Department of Justice, the Corporatiocon sold a portion
of its away-from-home tissue manufacturing operations (formerly
Georgia-Pacific Tissue) to Svenska Cellulosa Aktiebolaget SCA for
approximately $850 million. The sale was ccmpleted on March z, 2001, with
net proceeds of approximately $582 million used to repay &

@
oy
-t

Cn July 18, 2000, the Corporation signed a definitive ag
The Timber Company with and into Plum Creek. Under the a
Timber Company shareholders willi receive 1.37 shares of

for each share of The Timber Company stock. This transac

et g R

includes the assumption by Zlum Creexk of approximately 3
aliccated tTo The Timber Company, is valued at approximate
Pilum Creek will assume a 10-year wccd sugply

Crou nd The Timber Company.

app:ova; oy :h

receipt of a ruling from the Internal Revenue Service
will be tax-free to the Corporaticn and to the shareholders 2
Company, and receipt of an opinion from counsel that the merger will
qualify as a tax-Ifree reorganization. The transaction is -

the satisfaction of customary closing conditions. The Co

treat The Timber CTompany as & discontinued cperatiocn onc
cortingencies surrounding the transaction are resolve

p a
sr.zarenolders of both Zlum lreex
k=
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While discussions with the Service continue, it is uncertain whether the
Service will issue the requested ruling. In the event thet such 2 ruling is
not issued, the Corporation will continue discussions with zlum Creek to

determine 17 an acceptable alternate structure is feasibls., Ir <he event no
such alternate stricture 1s agre=d upon, The Timber Company, w_.. L2 spun
off %o its sharehoiders, which will result In It feinz =m0 ndent,
publizly-traded company.

first guarter of 2000, the Corporation sold ¢

Duriﬂg the

containerboard and packaging assets resultlng in a pre-t of $524.4
miliicn (315.2 million after tax, or $0.0% diluted earrn

Georgia-pPacific Group share) .

FINANCING ACTIYVITIES. The Corpcration's debt was 315 ~on, $14.78

;0 and 3621
t of each of
rage interest
rly basis. At
C-rroraticn's
->. including

biliion of wnlch was allccated to the Georgia-Paci
million of which was allocated to The Timber Company.
the groups bears interest at a rate equal to the weighted
rate of the Corporation's total debt, calculated on a quar:
March 1, 200!, «orn welghtz:d avera_ = 1interest rate on
total debt, exciuding senicr deferrable notes,

outstanding interest rate exchange agreements. Each grour's dept increases
or decreases by the amount ¢f any cash provided by or used IZIor that group's
operating activities, investing activities, dividend payments, share
repurchases or issuances and other non-debt-related financ: zctivities.

During the first quarter of 2001, the Corporation extended its 5800 million
accounts receivable secured borrowing program through Octcber 2001.
Additionally, the Corporation retained former Unisource agzresements to sell
up to $150 million of certain qualifying U.S. accounts recelvzzlie and up to
CN$95 million of certain eligible Canadian accounts recei~ The U.S.
agreement expires in October 2001 and the Canadian agreemer.z sxpires in May
2004. At March 31, 2001, approximately $860 million was ouc: nding under
the Corporation's accounts receivable secured borrowing programs in the
aggregate. The receivables outstanding under these programs and the
corresponding debt are included as both "Receivables" and "Zommercial paper
and other short-term notes", respectively, on the accompanying balance
sheets. All programs are accounted for as secured borrowings. As
collections reduce previously pledged interests, new receivacles may be
pledged. -

“o foreign
Corporation
< Corporation
zrcunts of $14

znd firm sales

The Ccrporation's 1international operations create expos:
currency exchange rate risxs. To manage these risxs,
utilizes foreign exchange contracts. As of March 31, 200L,
had ourstanaing foreign exchange contracts with notion
miliion to hedge firm and anticipated purchase commitmentcs

commitments denominated 1n foreign currencies. At Mar ti, 2001,  the
Corporatiocn had cutstane*ng approx: mate‘] $22%8 millicn o o discount) of
Ea o-dencmirated nds which were igrated zs oSt 1Ts nex
nvestmert irn Europe. The use of these derivati instruments
allows the Corporation to reduce 1its overall cnange rate
movements, since the gains and lcsses on these ont ubstantially
offset losses and gains on the assets, liabilit rions being
nedged. A 10% change from <the prevailing market rates hese foreign
currencies would not have a material effect on the resul L operations.

res

cred

erzg

es, T
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interest, taxes, depreciation and amortization ("EBITDA")) to 4.50 to 1.00

on March 31, 2001; 4.75 to 1.00 on June 30, 2001; 4.50 to September
29, 2001 and December 29, 2z001; 4.25 to 1.00 =zn March 30,
1.00 on June 29, 2702 and <hereafter, *
reguire a minimum nef worth thas will
Ccrporation compliance with it
As of March i, 2201, the temporary c

~ A

from £ <o 1% months

g

Wwith Term
“orta.ed S
miliion of committed credit was availa
outstanding unaer cr supported by thes

2o m‘__;on witn a term of

O T
e
@

On March 15, 2001, the Corporation also redeemed $3C0D mill;:t I lts ©.224%
Senior Notes Due March 15, 2011. The Corpcraticn recorde ; -

extraordinary loss of approximately $12 million related
during the 2001 first quarter, which was allocated to Ge
Group. In addition, the Corporation had $300 million of

March 15, 2001 and $55 million of its 9.25% Senior Notes

mature.
In January 2001, the Corporation entered into several inters:zt :zze
exchange agreements that effectively converted $1,500 millizn Zloating
rate obligations into fixed rate obligations. At both Januar, . and March
31, 2001, the weighted average interest rates were 5.6% fcr -r: Zlxzed rate

cbligations with an average effective interest rate of app:
These agreements have a weighted-average maturity of apprc
years as of March 31, 2001.

38

The table below presents principal (or notional) amounts and
welghted average interest rates by year of expected maturity
Corporatiocn's debt obligations as of March 31, 2001. For ob.
variable interest rates, the table sets forth payout amounts
current rates and does not attempt to project future interesc
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20Tl 2002 Zo3 2504
zoil s 7508 4,007 - -
sUerags T rate 2.z% 6.32% - -
and dei ares S 1388 455 2 5818 K
Average rest rates 3.4% 8.9% .7 a7
Euro-denomin tcnds - - -$ ez
Lverage lnterest rates - - - G077
Revenue oonds 5 73 E 18 cl
Average interest rates 3.83% 3.8% 4.6% !
Capital leases . S 13 102 48 z
Average lnterest rates 9.52 9.65% “.5% B
European debt $ 198 17 3 228 Z
Average interest rates 7.43% 7.25% 7.2% 7.1
Other loans $ 4 1 - -
Average interest rates 8.5% 10.93% - -
Senior deferrable rncrtes -3 REZ - -
Average interest rates - 7.2% - -
Notional amount of interest rate
exchange
agreements (variable to fixed) -$ 1,657 3 300 -
Average interest rate paid
(fixed) - 5.9% 5.9% -
Average interest rate
received (variable) - 5.5% 5.2% -
Notional amount of interest rate
exchange
agreements. (rate collar) - - - -
Average interest rate cap - - - -
Lverage interest rate floor - - - -
39
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ralr valoe
‘ 2005 Trereaiter Marcn -1, 2701
- 3 A z = 2,152 8 z
$ 2,704 - 3 7,454 8 h
5.47% - Z.5%
Notes -3 3,506 2 2,321 s -
- 2.3% ALl
Euro-denom - -3 263 S -
Average - - S. 3 -
Revenue bonds $ 63 $ 656 $ 332 S -
Averzge intersst rates 7.0% S.€% L4 -
Capital leases 3 o 3 11k ¢ 2z 3 il
Average interest rates 16,3 10. 3% 3.2% B
European debt ES 10 s 33 s 122§ N
Average interest rates 6.3% 5.82 6.3% s
Other loans $ 6 -3 11 s ol
Average intsr=st rates 2.053 - .43 C
Senior deferrable notes - - 3 362 3 .
Average interest rates - - 7.2% .
Notional amount oI interest
rate exchange
agreements (variable to
fixed) - -3 1,957 8 2z
Average interest rate
paid (fixed) - - 5.9% S.a-
Average interest rate
received I(variablie} - - 5.52 S
Notional amount oI interest
rate exchange
agreements (rate collar) $ - 3 47 S M
Average interest rate cap 7.5% - 7.5% -
Average interest rate
5.5% 5.5% N

floor

The Corporation fas the intent and ability tc refinance commercial paper
and other short-term notes as they mature. Therefore, maturities of these
{ arter 2005.

obligations are reflected as cash flows expected to be made ait

The Corporatiocn's senicr management establishes the
Corporation's <f:inancial risk, which have Lkeen approved

Directors. Hedginz rate exposure through the .
options and hedzing exchange exposure through the
contraccs are scecificall; contemplated t©<¢ manage nol

management ooliTy,
or futures,
currencies,
manage and redu
fluctuations.

The Ccrporation does not u derivatives for speculztive Dpurposes
Derivatives are transaction- ic so that a specific acect instrument,
contract or 1nvo: i amount, maturicy and cother specifics of
the hedge. Toun ced to Institutions with ling-term debt
racings c¢f A or

(]
h
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in November of 2000, the Corporation acquired Fort James (see Note 6).
TProuﬂh March 3%, 2001, the Ccrporation has issued 21.5 million shares of
racific Zroup treasur] stcck and 32 nonew., 1:3

A
4

During the first guarter of 20306, Gecragia-Pacific Group purin: . the

Tper marret approximately 1,414,200 shares of Gecrzlia-Paciilt srIlD Iommon

stocr at an ?gqre“ato price of approximately 350 million JF17.4: rerage

er a which were held as treasu P4 . 20,
vuarter of z00C, The Timcer “r. ~rhe open
v 1,075,000 shares of The R s=cck at

of apprOXLmately $25 million ($22. 77 aver: = cer share).
re Timber

vy 176,000

i after

urchased shares, approximately 289%,000 shares ::

rchased during the first quarter of _100 znd ==

During the first quarter of 2001, the Ccrporation paid divi
$28 million and $20 million, for Georgia-Pacific Group and
Company, respectively. During the first quarter of 2000, =tne
paid dividends totaling $21 million for both Georgia-PaciZl: Zrour and The
Timber Company.

with proceeds from any asset sales and available financing
sufficient to fund planned capital investments, pay dividern:
scheduled debt payments.

In 2001, the Cor Doratlon exXxpects its cash Tlow from ooerati:
fr

OTHER. The Corporation employs approximately 85,000 people, zaporoximately
33,000 of whom are members of unions. The Corporation consizsrs 1t
relationship with its employees to be good. Sixty-five unicrn :o:
subject to negotiation and renewal in 2001, including ten at major
facilities. Five of these contracts were renewed during the “lrst guarter
of 2001.

On April 30, the Corporation anncunced that it had signed a
intent to sell a portion of the Corporation's pulp and paper
assecs ©o Domtar Inc. The assets involved in this sale ars -

~-Tzer of
uviacturing

Corporation’ cand-alone uncoated free sheet paper mills

Lrxansas, | ~d, Maine, and Nekoosa and Pcrt Edwafds, as well

as ui d pulp facilities &t Ashdown and Wcodl , which

is n

deilir

ac

Co

to

On Jaruary 1, 1999, eleven of the fifteen members c¢f the Eurcoean Union

{(the "Participating Countries") established fixed conversion rates between

thelr existing sc rencies ‘the "lLegacy Currencies" znd 3 single
- ‘

a0

th O W

o

systems and busiress zappl!

It

Oy
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cperations in seven of the Participating Countries, including Greece, which
adopted the Euro effective January 2001, and has product sales in ten of

the Participating Countries. The Corporation's European busiresses affected
by the Eurc <conversion have established plans to address tne -

system 1sszues znd the potential pusiness impiications of ¢

COmmo As of March 21, 2001, the Corporation's ZIZinzr R -

infor chrology systems were capable of precessing vo-i=smcominated
trans ZuT The Euro is not vet the re funcT::w:. Currency
for a a iy business. The Corporaticn believes 17 will abie to
modify the remaining financial svstems and business activizl:z

the proccess -7 cenversion and transition to the Euro as our

business currency prior to year-end 2001 for the countries

Corpcration is unable to determine the financial effect oI

cicrs, if any, since such effect depends on
nich exist in the various regional markets in
rerates and potential actions which may or may, n.- e taken by
icri's competitors, customers and suppliers.

on lts cper
conditcions
Corporatiorn

L M
3

CAUTIONARY STATEMENT FOR PURPOSES OF THE "SAFE HARBCR" PROVIZIONS OF THE
PRIVATE SECURITIES LITIGATION REFORM ACT OF 19%95. The statemerts under
"Management's Discussion and Analysis” and other statements ccontained
herein that are not historical facts are forward-lookling statements (as
such term is defined under the Private Securities Litigation Reform Act of
1995) based on current expectations. The accuracy of such stzzements is
subject to a number of risks, uncertainties and assumptions. In addition to
the risks, uncertainties and assumptions discussed elsewhere rerai

[TV
b
=

materially from such forward-looking statements include the lcwing: the
industry's production capacity continuing to exceed demand its pulp and
paper products, necessitating continued market-related downtime; changes in
the productive capacity and production levels of other building products
and pulp and paper producers; the effect on the Corporation of changes in
environmental and pollution control laws and regulations; the gjeneral level
of economic activity in U.S. and export markets; further decreases in the
level of hc:sing starts or lessened home remodeling in the U
fluctuatior. in interest rates and currency exchange rates; ~e eifect of
general glcobal ecconomic conditions on the demand for timber: :the e

any material changes in the available supply and cost of timier
fiber, including the levels of harvests from public lands,
of government, legislative and environmental restrictions
of private timperlands; the ability of the Corporation
integrate 1ts newly acqguired consumer product business
scheduled asse: divestitures; the ability to complete
Timber CTompany with Plum Creek; and other risks, unc
assumptions discussed in the Corpcration's periodic
Securities and Exchange Commission.

[

[

For a discussion of commitments and contingencies refer to licze 11 cof the
Notes to Consolidated Financial Statements.
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Item 1. Legal Proceedings
The information contained in Note 11
of the Notes to Consolidated Financial Statem
“niz  Juarterly Repcrt on  Form 10-Q iIs in

"Commitments and Contingencies"”

Ziled as part of
rated herein by

Emrmr = a2 -
rerersrle a LALIRLTE
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Ttem 1. Legal Proceedings reference.
item 6 Exhibits and Reports on Form 8-¥
T {

icits

bt

Xl
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Filing Date: 05/02/01

Item 1.

Legal Proceedings reference.

(b)

(a) Exhibits
Exhibit 3.2 - Bylaws, as amended to date.
Reports on Form 8-K

During the first guarter of 2001, <=©h=e C:ircoration filed a
repors on Form 3-X on January 2€, Z
Item Z. ot *er ~/onts 2001, =he
Gecrg-a acific "Company"
issued 2 press financial
resuits °f  the roup for the
fourth guarter results.
On January 26, 2001, the issued a

b results
2 fourth quarter

(SRS

press release announcing
of The Timber Company I:c
and full year 2000 resul

Item 7. Financial Statements and EZxnizicts.

Item 9. Pegulation FD Disclosure.

Also during the first quarter of 200%, =-o

a report on Form 3-K on March 2, z0TL.

Item 5. Other Events - On Marzn ., 2001, the Company
issued a press release regarding the completion
of the sale to Svenska Cel>ulosa Aktiebolaget
SCA (publ) of the Company's commercial tissue
manuf :cturing operaticns Tihat were part of a
joint venture with Chesapesa Corp. known as
Georgia-Pacific Tissue LLC.

Item 7. Financial Statements, Prc Forma Financial
Information and Exhibits.

Also during the first quarter of 2001, the Corporation filed

a report on Form 8-K on March 15, 2001.

Item 5. Other Events - The Company's revolving credit
facilities, described in Note 5 to its Notes to

Ttementc

4]
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Consolidated Financial Stea s as set forth
in its Annual Report on Fcorm 10-¥, contain
certain restrictive covenants, including a
maximum leverage ratio. The CTompany's maximum
leverage ratio (Funded Indeptedness to EBITDA,
as defined in its credit facilities) is 4.5 to
1.0 through March 31, 2001 and was 4.0 to 1.0
thereafter

Item 7. Financial Statements, Pro Forma Financial
Information and Exhibits.
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May 02,

o1
{©

by /s/Danny W.

Huff

Danny W. Huff,

Executive Vice President - Finance
and, Chief Financial

Officer

by /s/James E.

Terrell -

James E. Terrell,

Vice President and Controller
(Chief Acccounting Officer)

Disclosure Page 59



