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HIGHLIGHTS

Dollar amounts and shares are in thousands

1982 1981 1980
Net sales $5,402,000 $5,414,000 $5,016,000
Income! £2,000 160,000 243,000
Per share of common stock!
Primary 48 .51 2.33
Fully diluted .50 1.49 2.27
Depreciation 293,000 223,000 211,000
Depletion 63,000 §4,000 56,000
Cash dividends declared 119,000 132,000 130,000
Total assets §,150,000  £,060,000 4,512,000
Cash dividends declared per share
of common stock $ 1.05 §$ 120§ i.20
Shares of common stock and
common stock equivalents
Primary 106,370 10§,400 104,000
Fully diluted 110,220 109,450 108,050
Number of common shareholders
of record 88,000 89,000 90,200
Number of employees 44,000 44,000 44,000

'Before extraordinary items and accounting change in 1982.

SALES (in billions)
1975 R ,
L —————t
1980 ISR S

INCOME (in millions)

1978 O ;o |
e ————— L
19§c NN S ) ; 3

1981 N ;o

1982 NN § )

Before extraordinary items and accounting changc n 1982,
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LETTER TO SHAREHOLDERS

We are pleased to report that an improving business trend which began
in the closing months of 1982 has continued into 1983 and appears likelv
to maintain its upward direction throughout this vear and into 1984.
However, the improvement came too late to prevent 1982 from being
Our nWorst vear in recent times.

Although we reported net income of S153 million or S1.44 per share
on a primary basis, our 1982 results included several extraordinary and
nonoperating factors. Expenses associated with settlement of the
plywood litigation, the Atlanta relocation, and writedowns of certain
facilities were more than offset by a change in accounting policy, an ex-
change of debt for common shares, the sale of tax credits and natural
gas rovalties, and modest operating earnings.

The litigation settlement was a difhcult action for us to take. because
we did not fix pl}'\\'O()d prices. In fact, we had previously won on the
same issues, facts, and evidence in another case in the 9th Circuit. How -
cver, because of the expenses and risks invohved and the possibility that
we would be in court over this matter for a long time into the future,
we felt it was in the company’s best interest to remove the shadow of
this potentiallv large, unknown factor. With this litigation resolved, our
stature in credit markets and the investment community will improse,
and we can focus on future opportunities.

On the management level, we have planned for this future progress
by assuring a smooth and eftective transition of executive leadership.
Robert E. Flowerree will retire as chiet executive othceer at the share-
holders meeting in May, while continuing as chairman of the hoard.

T. Marshall Hahn, Jr. president, has been elected chiet operating
otncer and will become chiet executive othicer in Mav. Robert A,
Schumacher, exceutive vice president — Northeast Division, has been
clected executive vice president — pulp and paper with responsibility tor
all of the companys pulp and paper operations. James Ro Kuse, senior

vice prestdent = Chenncal Division, has overall rcqmmihilit} tor the
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company s chemical operations. Stanlev S, Dennison became executive
vice president = building products on Harold E. Sands retirement.

We anticipate a gradual but steady economic recovery and will
d('m‘l} monitor our performancc
and economic conditions with
aview toward increasing the divi-
dend according to our policv
of paving out at least one-third
of operating earnings as cash
dividends.

The fourth-quarter divi-
dend reduction to 6o cents per
share annually was part of a
comprehensive cost-reduction
program that affected
Georgia-Pacific emplovees as well
a~ our shareholders. This pro-
gram enabled us to come through

a verv tough economic period

with our competitive abilities T. Marshall Hahn, |r. Robert E. Flowerree

sharpened, rather than impaired.
We can all look torward to reaping the benehts of this competitive
edge during the economic recovery that lies ahead.

Respecttully submitted,

Robert E. Flowerree
Chairman and Chiet Executive Othcer

TWMvQ.M tn‘e&«,h

T. Marshall Hahn, Jr.
President and Chief Operating Ofticer

February ro, 1983
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THE SUNBELT

[t’s not true that you can’t go home again, particularly when home is
where the action is. As a small company, Georgia-Pacific moved its
headquarters from Georgia to the Pacific Northwest in the 1950s, just as
that region’s plywood industry began its steep growth curve.

For the next quarter century, Georgia-Pacific was the nation’s
fastest-growing major corporation. We became the world’s largest
plywood producer and developed the country’s leading buildi- g prod-
ucts distribution system. We now rank at or near the top in v1 tually
every category of building products and also hold leading posi. ons
in many pulp, paper and chemical markets.

In 1982, this commitment to growth brought our corporate head-
quarters back to Georgia, to the focal point of today’s growth sectors.
The Sunbelt has truly become our company’s new growth area as well as
our country’s most rapidly expanding region. Our Atlanta headquarters
symbolizes this new era.

The Sunbelt’s population has approximately doubled since 1950, with
the growth rate reaching 21% during the 1970s, many times higher than
the non-Sunbelt states. During this period, the Sunbelt accounted for
two-thirds of all new jobs created in the United States, and the region
remains a magnet for new industry. The 1970s also saw acceleration of
the South’s post-war transition from agriculture to industry and ser-
vices, accompanied by rapidly rising incomes.

Important to Georgia-Pacific, the region’s housing market Las by far
outpaced that of other areas. In 1982, the Sunbelt accounted for more
than 70% of all housing starts, continuing what has become a major

trend in this important market.

HOUSING STARTS (% of) POPULATION GROWTH RATE
1978 IR /. 1970-1980
1979 TS . | —
1980 SRS -/ | %

1981 R, ..
198 2 TR

B Sunbelt ® Other States

B Sunbelt M Other States
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Georgia-Pacific has solidly established itself in this rapidly growing
Sunbelt market. Beginning in the 1960s, we pioneered the production
and marketing of Southern pine plywood, a product many said could
not be made, and which now accounts for more than 85% of our almost
four billion square feet of annual softwood plywood capacity. We sup-
port these plants with some three million acres of Southern timber-
lands, more than two-thirds of our U.S. holdings.

Approximately three-quarters of our U.S. assets are located in the
Sunbelt, including 70 of our 87 wood product manufacturing facilities,
as well as large pulp and paper installations in Arkansas, Louisiana, and
Florida, and a major chemical complex south of Baton Rouge, La.

Georgia-Pacific also remains an important force on the West Coast,
where we serve the western end of the Sunbelt as well as other Western
markets with tremendous long-term potential. Our company has more
than 800,000 acres of Western timberlands under long-term manage-
ment and leading positions in several important industry sectors that
enhance our competitive position in this region.

Although we do not
anticipate another corporate
headquarters move in the
foreseeable future, we do

intend to be wherever new

opportunities present them-

$3.7 billion /

selves and to participate fully : - /

in the economic progress that lies ~. /

ahead. N m \a.

GEORGIA-PACIFIC ULS. ASSETS
Sunbelt—74% ® Other States—16%
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BurrbpiNGg PRODUCTS

During 1982, Georgia-Pacific’s building products business continued
to generate more than $10 million in dailv sales despite the worst indus-
trv conditions in modern times. This remarkable performance resulted
from expansion in new markets,
distribution of new products,
and the co apletion of modern
facilities.

We mas.atained our progress
in remodeling and repair as a
major supplier to home centers
and to dealers who cater to pro-
fessional and do-it-vourself re-
modelers. This market retains
great potential for future growth,
with remodeling and additions in
the suburbs and the repair and
rehabilitation of older structures
in the cities. These projects favor

products sc d through our Dis-

tribution Division over competi- Harold L. Airington, Vice President— Wood Products
Sales; Davis K. Mortensen, Vice President— Southern
Division; Stanley S. Dennison, Executive Vice President
We also continued to advance — Building Products at the Hawthorne, Florida,
plywood plant

tive construction materials.

in commercial and industrial
markets, where we have consider-
able room for further expansion. A directed effort to increase industrial
accounts during the vear resulted in manv new customers for a wide

range of products for such diverse uses as pallets, furniture, and truck

bodies.
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In the commercial area, more than 80% of the structures built are three
stories or less, similar to a two-storv house with a basement, a market
where we have traditionally excelled. Commercial buildings also ofter
opportunities to expand sales of our new products as well as our tradi-
tional lines.

Our tocus on the commercial market has helped us become a sig-

niticant factor in the built-up rooting business almost overnight. These

\ ~ . . . . .
' tlat roots predc minate in commercial construction and can require re-
' pair or replacement in seven to ro vears, about twice as fast as shingled
e . [
residential roots, where we also continued our rapid growth as a
supplier.
L

Our total roohing sales in-
creased by approximately 40% in
1982, and we expect even better
pertormance during 1983. A
greater number of housing starts
will increase rooting demand and

many people who postponed re-

rooﬁng during the recession will

go ahead with the project as

interest rates decline. Our eth-
cient, modern plants give us a
distinct advantage in the roofing
business, where we expect
healthy gains over the next sev-

eral vears.

Glenn E. Wilson, Vice President— Gypsum Division at
the Hampton, Georgia, roofing plant
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Our progress in roofing and the ability to move such large volumes

of goods during one of the worst-ever vears for building products result
directly from our Distribution Division's marketing strength, which has
grown during the recent period of high interest rates. The trend for
customers to reduce financing costs by using a Georgia-Pacific distribu-
tion center as their warehouse
has now firmlv established itself
as an industry practice.

As a result, customers are
now demanding a full line of
building products at each center.
To accommodate these demands,
we consolidated several branches
into larger centers during the
vear, bringing our nationwide
total to 14¢, which is 13 less than
a vear earlier. The consolidations
improved customer service, re-
duced costs, and allowed us to
move further into such growth

areas as insulation and fasteners.

This distribution strength John H. Dunkak, Senior Vice President — Western
Division; George ]. Ritchie, Vice President— Western
Division, Wood Products Manufacturing at the Fort
mills and plants at close to capac- Bragg, California, sawmill

meant we could run most of our
itv during 1982 and also allowed

us to bring on line two state-of-the-art wood product facilities —

a plvwood plant at Hawthorne, Fla.. and a sawmill at Ellabell. Ga.
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The Hawthorne facility is the southernmost plywood plant in the coun-
try and serves the large, fast-growing Florida market. With it, we are
at the leading edge of plywood
technology and are achieving
maximum wood recovery at the
lowest cost, making us a formid-
able competitor in this market.
Our Southern pine sawmill at
Ellabell is the most mode.n in the
country and is patterned after
our highly successful Fort Bragg,
Calif., redwood and fir “quad-
mill” Ellabell’s laser-guided twin
quadmills serve the growing
Southern market as well as in-
creasing numbers of customers

in Europe and the Caribbean.

These new products and

-modern facilities, Supported b)’ Ronald P. Hogan, Group Vice President— Distribution
the Distribution Division’s mar- Division at the Atlanta building products distribution
center

keting power, will help maintain
Georgia- Pacific’s bui]ding prod-
ucts leadership in future years. We have adapted to the market envi-

ronment of the 1980s and are already capitalizing on its trends and

opportunities.
BUILDING PRODUCTS

BUILDING PRODUCTS SALES (in billions) OPERATING PROFITS (in millions)
1978 IR G 2/ 1978 ISR S )4 /.
1979 IS < 1979 IR, ¢ ; 2 /-
1980 ISR ¢ : -/ 1980 IR . A /g
1981 IR < -/ 198) SRR - (/-
1982 SRR < -/ . 1982 I 1 /

¥ Total Corporate B Building Products & Total Corporate B Buil(ling Products S
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Purprp & PAPER

Although 1982 was the vear the recession caught up with the paper
business, at Georgia-Paciﬁc we continued to upgrade our products and
facilities and to advance in several market sectors.

Market pulp sales were the
hardest hit. The worldwide reces-
sion, the strength of the U.S.
dollar in Europe, and the devalu-
ation of Scandinavian currencies
all combined to undercut demand
for this country’s market pulp. As
a result, we curtailed production
at various locations during the
vear. However, we did henehit
from the 1981 acquisition of In-
veresk, our British paper unit,
which continued to be an excel-
lent customer for our pulp pro-

duction at Woodland. Maine.

One notable achievement dur-

James E. Frew, Group Vice President— Pulp and Paper; Ing 1982 was the C()I’ﬂplt‘ti()n of
Robert A. Schumacher, Executive Vice President— Pulp

Ip mill lernizati t
and Paper at the Palatka. Florida, pulp and paper mill our puip ill modernization a

Crossett, Ark., which has trans-

formed that mill into one of the
industrys most efficient. The savings from this project exceeded our
expectations during the first vear of operation and will increase in

tuture vears.
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We also benefited from the fine performance of new tissue equip-
ment at Palatka, Fla., which includes a modern twin-wire machine and
the equipment to convert its output into tissue and toweling. This
equipment joined other modern facilities in Arkansas, New York, and
Washington to help improve Georgia-Pacific’s position in highly com-
petitive tissue markets.

Our company outperformed the industry in 1982, with impressive
gains in our Coronet, Delta, Mr. Big, Hudson and .H{-D branded products. We
have successfully expanded the products from Palatka into new markets
and new lines. People are responding to our “extra value” approach and
our product line is gaining reputation with consumers and with the trade,
which knows us as both a major
brand-name and private-label
tissue producer.

Our industrial tissue opera-
tions also made new gains during
1982 bv expanding in its tradi-
tional business and industrial
markets and by adding restaurant
and hospital specialty accounts.

Modernized equipment also

Conrad Schweitzer, Group Senior Vice President— Pulp
and Paper at the Madera, California, corrugated
container plant
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helped us cultivate new markets in the fine paper business, where we

are now supplving carbonless base paper and release paper (which is
used as backing for presensitized labels) and we are de\'elopix.é a new
surface-treated product for the gravure printing trade and other
customers.

These are exciting new products in rapid-growth sector: which
contributed to profits and helped increase our share of the t e paper
market in a very tough vear. We are just beginning to develc - the
potential of our rebuilt equipment, which has greatly enhanced our
competitive position.

Our Packaging Division also began developing potential of a differ-
ent kind during 1982 by effectively integrating the recently acquired
corrugated container facilities east of the Rockies into our existing op-
erations. This gave Georgia-Paciﬁc a nationwide packaging business,
which has been one of our objectives in this sector. For manv vears we
have been building a highlv successful West Coast corrugated container
business, where we have developed expertise in specialized products
that gained us an enviable customer list and excellent return-. We are
now extending this expertise eastward to benefit further from our abili-
ties in this business.

Although the corrugated container arena was highlv competitive in
1982, the food and beverage market held up quite well and th.s is an
area of strength for our western operations. The national representation

provided b}' our Midwest and Southern acquisitions and the bulk-
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packaging specialties they brought us have opened up many new mar-

kets. A growing container business will add to Georgia— Pacific’s position

in pulp and paper during the
economic upturn.

We expect to benefit from
this upturn in all areas of our
piper business. Our facilities are
rinning better and more effi-
¢ »ntly than ever before. Even
with the dismal conditions of
1982, we largely succeeded in
keeping our mills running and in
attracting new buyers to our
products, as well as continuing to
serve existing customers. We
have the production capabilities
to expand profitably in our cho-
sen markets during the economic

recovery.

IPULP AND PAPER SALES (in billions)

1978 PRI . i: /. c
1979 ISR 5 0/, -
1980 ISR 5 o/

198! SRS . < -
1982 IR - /. -

% Total Corporate M Pulp and Paper

!
1
|

Carroll T. Tolar, Vice President— Engineering;
Calvin R. Shaw, Senior Vice President — Crossett
Division at the Crossett, Arkansas, pulp and paper mill

PULP AND PAPER
OPERATING PROFITS (in mullions)

1978 AR o /Y
1979 INEEEEEERART RN
1980 NENGENNCNNRDNN. . <

1921 ERERSRN . ./ - ..

1982 RN ..o/~

& Total Corporate # Pulp and Paper
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CHEMICALS

Georgia-Pacific’s Chemical Division remained an important factor in
our company’s performance during 1982, although the effects of the low
level of economic activity were readilv apparent. Our own plants and
mills continued to use significant quantities of our chemical and resin
production. However, sales to outside customers suffered because of
closures = 1d curtailments. R —

We were able to increase our
sales of pc vvinvl chloride (PVC),
despite the fact that we have no
internal demand for this product.
However, low PVC prices greatly
affected this sector throughout
most of the vear, large]y because
of depressed conditions in con-
struction and agricultural pipe
markets. Bv vear-end, prices for
our PVC lines had begun to
strengthen, suggesting further
improveme nt during 1983.

Our success in broadening

our PV'C customer base and in-

Creasing our market share came James R. Kuse, Senior Vice President— Chemical
. . . [ViSi ine, Louisiana, chemical
through expansion in speaa]t\' Division at the Plaquemine, Louisiana, che
- : complex

PV'C markets. Georgia-Paciﬁc is
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now manufacturing resin of excellent clarity for food—packaging film

wrap, for hospital items such as medical tubing, and for a variety

of products ranging from swimming pools to waterbeds. We have

succeeded in producing these high-qualit)' resins with modern

large-reactor technology, making us a low-cost competitor in these

higher—margin lines.

G-P alsc scored technological gains in an area ofgrowing public

attention with the development oflow-emitting urea-formaldehvde

resins used {or interior plvwood and other manufactured boards. In the

area of exterior panels, we formulated some very effective phenolic-

based resins for waferboard and oriented strandboard (OSB), two

of G-P’s newer products.

We experienced considerable interest in another of our newer pat-

ented products, Korad acrvlic ilm, for a variety of protective, decorative

and specialty applications. Another new G-P product, rosin size, which

is used in papermaking, was a major success in the first vear of produc-

tion from our plant at Crossett, Ark. We became a major competitor in

this market almost as soon as the plant started up.

Georgia-Pacific’s leadership in thermosetting resins was strength-

ened by the resin plants acquired in 1981 which moved our company

into new and growing industrial resin markets such as insulation, fiber-

glass shingle mats, laminates and veneers, filters, and many others.

CHEMICAL SALES an hillions)

1975 NSRRI S ;. |-
1979 IR ¢ . .
1980 MR EEYRRTNY, . 6. -
198) NSRS < 7 ¢
1952 TEEEORTIETA SIS < «;

# Total Corporate W Chemicals

CHEMICAL OPFRATING PROFITS (in millions}

1978 INEDREEENRARNERERREN <7
1979 NN S ;-
1980 NIRRT < 3

198 RN .

1982 NP - -

X Total Corporate B Chenicals
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We are also entering the growing insulation market from another direc-

tion with a plant to manufacture expandable pol}‘st_\'rene now under

Charles F. Mackey, Vice President— Plaquemine
Division at the Plaquemine, Louisiana, chemical
complex

construction in Ohio. G-P’s Dis-
tribution Division markets insula-
tion board made of this material,
which has manv other uses as
well. This plant will add a sig-
nificant new dimension to our
chemical business when it starts
up in early 1984.

Bv that time, we anticipate
that the economic recoverv will
be reflected in our Chemical
Division’s performance. Manv
of our products are related to
the construction industry,
which began to turn upward
at the end of 1982. A great
number of our new lines depend
less on the building cvcle, pro-
viding better balance and new

opportunities for grO\\Th. Our

efficient, modern facilities and the highl_\' integrated nature of our oper-

ations make Georgia-Paciﬁc an extremelyv effective competitor in all of

our selected chemical markets.

SGP (029960




RESOURCES INTERNATIONAL

The productivity of Georgia-Pacific's forest resource base continued to
improve during 1932, with programs to upgrade our timber quality
nationwide,

In the Northeast, where the budworm continues to ravage fir and
spruce, we are reforesting infested areas with resistant hvbrid larch and
developing faster growth in the healthy stands through selective logging.

In the South, where independent nonindustrial owners hold most of
the timberlands, we have been actively developing landowner assistance
programs to help provide raw material for our plants and mills.

In Florida, we are altering the forest management practices on the

timberlands acquired from Hudson Pulp & Paper to grow sawtimber as

well as pulpwood, primarily by
thinning the pine plantations at
an early age for better growth.
With larger trees, we can first use
the harvest in our sawmills and
plywood plants and then use the
chips and residues for paper and
other products.

[n the West, we are upgrading
the quality of our northern
California timberlands by plant-

ing redwood in openings created

John E. Wishart, Vice President— Timber and
Timberlands; Robert L. Goodwin, Vice President— Gas
and Oil at an oil well in the Crossett Forest

17
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by the selective har\'esting of mixed redwood and Douglas fir stands. In

Oregon, we are re-establishing Douglas fir on suitable sites after harvest-
ing the alder for logs and pulpwood.

We are continuing our own tree-genetics program and are also
supporting university research that holds great promise for healthier,
more abundant commercial forests.

Georgia-Pacific was active under the ground as well as above it dur-
ing 1982, with natural gas discoveries in Texas and Louisiana. Our oil
and gas potential will be further developed through centralization of all
phases of oil, gas, and lignite management for G-P’s North American
timberlands at Exchange Oil & Gas. This new mineral management pro-
gram will allow us to optimize utilization of these important resources.

We have also been extending Georgia-Pacific’s resource-management
abilities into foreign markets, with increased exports and new facilities.

Our company plans to enter the paper business in the Far East in
1986 with completion of a kraft paper and linerboard mill in [ndonesia.
Georgia—Paciﬁc is to own 2¢% of this venture, with the Indonesian gov-
ernment owning §0%, and a private Indonesian investor ow ning the
remaining 2¢%. We anticipate our share will be supplied principally in
the form of technology, equipment, and management. In our other In-
donesian joint venture, we are increasing plvwood capacity and helping
to construct a resin plant that will supplv the plvwood operation and

other customers.
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In terms of exports, our new Ellabell, Ga., sawmill sent joinery grade
timbers to Europe for use in such items as windows, doors, and

cabinets. We also increased our

European plywood exports and
expect offshore sales of both
plywood and lumber to increase
when the European economy S A
improves. )
Over the longer term, the
U.S. forest resource will almost
certainly become one of our
country’s major assets in world
trade. Georgia-Pacific’s abundant
timber resources, manufacturing
expertise, and marketing
strengths will make us a major

participant in this trend. ‘

Division at the port in Savannah, Georgia

TIMBER RESOURCE BASE

North America (1 acres)

Owned in fee /610,000
Controlled 06,000
§,136,000

Regronal Timber Distribution

Eastern ULS. and Canada 19%
« Southern U.S. 6§
Western ULS. 1o
100%
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2o

Thomas F Mitchell, Vice President— Government
Affairs; Mary A. McCravey, Vice President and
Secretary; Stephen K. Jackson, Vice President—
Adpvertising and Public Relations at the Atlanta
Headquarters

CAPITAL EXPENDITURES (in millions)

1978 DA ) (oo
1979 NSRS .,/ -
1980 TNERANEARERRARARRRE o

1981 AN 5,

1942 MR .o/

& Plant additions — Property, Plant and
Equipment @ Natural resources

CASH DIVIDENDS
AND EARNINGS PER SHARE

197§ AN . 5/

1979 RN .
1950 R 5 o

195! RN i o

1982 MUOEKRNENNE i >/C

& Before extraordinary items and accounting
change in 1982 B Cash dividends

Marion L. Talmadge, Vice President and Treasurer;
Joseph H. Joiner, Vice President and Controller
at the Atlanta Headquarters

COMMON SHAREHOLDERS' EQUITY (in billions)

ey RYB

e Y&
i2eew b RIN
198! RN : o
ey BN

STOCK PRICE RANGE

1978 $23.¢c MNNEEEA %3 jo
1979 $23.50 NN $i0.;8
1980 3210 MAARRENREEEY 3438
1981 $17.7¢ NN $ ;.33
1982 $13.25 NG 7.2
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FInaNCIaL REVIEW

In 1982, Georgia-Pacific effectivelv coped with an extremely
difficult financial environment and two major one-time
expenses by implementing a comprehensive cost-cutting
program and with several other measures that strengthened
our company’s hnancial position.

During the first half, we sold tax benehits under the
Economic Recovery ™ .x Act of 1981 for approximately $41
million. We also changed from the deferral to the flow-
through method of accounting for investment tax credits,
resulting in $130 million earnings effect.

Second-quarter 1rnings benefited from a $67 million
sale of natural gas ar 1 condensate rovalties on portions of
our company’s Port {udson, La., acreage. Third-quarter
earnings included $. million from an exchange of approxi-
mately 2.4 million ¢ mmon shares for the extinguishment of
all further G-P obligations with respect to industrial devel-
opment bonds with a principal amount of $62 million.

Capital Expenditures 1Dollar amounts in millions)

Earnings were reduced bv two major one-time expenses.
Settlement of the plvwood litigation resulted in a $56 mil-
lion after-tax charge and the Atlanta relocation resulted in a
$29 million expense. Also, writedowns of certain facilities
and other nonoperating costs accounted for a $33 million
expense in the fourth quarter.

We improved cash flow by reducing operating expenses
and capital budgets, detemng salarv reviews for all salaried
personnel, negotiating reasonable agreements with several
unions, curtailing operations, and reducing the dividend in
the fourth quarter to a 60 cent annual level, one-half the
previous rate.

This cost-reduction program spread the burden of the
recession equitably among the corporation’s emplovees and
shareholders. It allowed us to remain financiallv sound and
competitive, and also put us in a position both to strengthen
our financial balance sheet and to ease some of the pro-
gram’s spartan measures as the economic recovery proceeds.

1982 1981

Property, Plant and Equipment

Building products
New plants, distribution centers and equipment

$ 10 S 98

Replacement and modernization 28 23
38 126
Pulp and paper
New plants and equipment 8 36
Replacement and nodernization 57 177
6g 263
Chemicals
New plants and equipment 22 39
Replacement and modernization 11 56
33 9¢
Other 7 12
Corporate 27 26
Total property, plant and equipment 170 §22
Natural Resources
Timber and timberlands 42 2
Natural gas and oil properties 48 40
Total natural resources 90 152
Total capital expenditures $260 S674
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Sales and Operating Profits by Industry Segment (Dollar amounts in millions)

Year ended December 31

1982 1981 1980 1979 1978
Trade Sales to Unafhiliated Customers
Building products
Plvwood and specialties $1,217  23% %1230 23% Sia54 23% $1,338 26% $1,343  30%
Lumber 1,003 18 1,017 19 993 20 1,283 2¢ 1,178 27
Gypsum 182 3 193 3 196 4 229 4 203 5
Other 647 12 §82 11 543 11 478 9 393 9
3,049 56 3,022 ¢6 2,886 8 3,328 64 3,017 71
Pulp, paper and paperboarc.
Containers and packaging 605 11 569 10 519 10 462 9 186 7
Printing and specialty 437 8 37§ 7 267 g 269 5 244 3
Tissue 429 8 388 7 369 8 334 7 215 §
Market pulp 187 4 248 Iy 24§ § 204 4 130 3
1,658 31 1,580 29 1,400 28 1,269 2% 87¢ 20
Chemicals 628 12 738 14 661 13 §42 10 344 8
Other operations 67 1 74 I 69 I 68 I 67 1
$5,402 100% 35414 100% S$5016 100% $4,207 100% $4.403 100%
Operating Profits
Building products $ 105 46% % 116 29% % 160 34% $ 329 2% S 434 73%
Pulp, paper and paperboard 46 19 116 29 141 30 154 24 61 10
Chemicals 75 32 149 38 153 33 137 22 8  1g
Other operations 9 4 15 4 i3 3 13 2 1§ 2
$ 235 100% $ 396 100% $ 467 100% $ 633 r100% $ 97 100%

Trade sales exclude intercompany sales, but income on such sales is included in operating profits.

Addinonal information regarding industry segments 1 presented in Note 6 of the Notes to Financial Statements on page 30

43
'a
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Ue()[gld—l’dnilﬁ; CIHPOIJLon and duDdldries

STATEMENTS OF [NCOME

Dollar amount= and shares are 1in thousands

Year ended December 31

1982 1981 1980
Net sales 95,402,000 S¢.414,000 56,016,000
Costs and expenses
Cost ot sales (Note 1) 4+4.76§,000 4455,000 4,018,000
Selling, general and administrative (Note 2 394,000 327,000 301,000
Depreciation and depletion (Notes 1, 2 and ¢) 356,000 277.000 267,000
Interest (Note 13 186,000 12£,000 79,000
Other income, net (Note 2) (76,000) — —

§,335,000 (184,000 4,664,000

Income before income taxes, extraordinary items and

cumulative effect of accounting change 67,000 130,000 351,000
Provision for income taxes (Note ;) 15,000 70,000 108,000
Income before extraordinary items and accounting change 52,000 160,000 243,000
Litigation settlement, net of taxes ( Note 10) (56,000) — —
Gain on exchange of bonds (Note 4) 27,000 —_ —
Cumulative effect of change in accounting for investment tax credits (Note ¢) 130,000 — —
Net income $ 143,000 5 160000 $ 243,000

Per common share — Primary (Note 1)

Income before extraordinary items and accounting change ) 48 9 rgr 38 133
Lingation settlement (-52) — —
Gain on exchange of bonds .26 _ —
Accounting change 1.23 — —
Net income $ 1.44 S g $ 233
Per common share—Fully diluted (Note 1)
Income betfore extraordinary items and accounting change $ .50 & 149 S 227
Litigation settlemeﬁnt (-51) - -
Gain on exchange of bonds .24 — —
Accounting change I.1g — —
Net income $ 1.42 S 149 8 1.27

The accompansing notes are an integral part of these financial statements.

|
i
i
'
!
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Georgia-Pacific Corporation and Subsidiaries

BALANCE SHEETS

Dollar amounts and shares are in thousands

December 31
Assets 1982 1981
Current assets
Cash $ 36,000 % 30,000
Receivables, less allowances of $1¢,000 and 811,000 572,000 03,000
Inventories (Note 1) 699,000 717,000
Refundable income taxes — 0,000
Prepaid expenses 23,000 23,000
1,330,000 1,323,000
Natural resources (Notes 1 and 7)
Timber and timberlands 748,000 762,000
Coal, minerals, natural gas and oil 151,000 120,000
899,000 872.000
Property, plant and equipment (Notes 1, 3 and 7)
Land, buildings, machinery and equipment, at cost 4,642,000 4,513,000
Accumulated depreciation (1,840,000) (1,732,000)
2,802,000 2,781,000
Other assets (Note 12) 119,000 84.000
$6,150,000 S$;.060,000

The accompanying notes are an integral part of these financial statements.
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December 31

Liabilities and shareholders’ equity 1982 1981
Current liabilities
Commercial paper and other short-term notes (Note 7) $ 196,000 5 150,000
Current portion ot long-term debt 63,000 192,000
Accounts pavable 340,000 195,000
Accrued compensation 62,000 61,000
Current income taxes §,000 —
Other current liabilities 113,000 96,000
778,000 894,000
Long-term debt, excluding current portion (Note 7) 1,618,000 1,487,000
Deferred income taxes (Note 3) §§0,000 §4§.000
Emplovee stock purchase plan (Note 9) 6,000 §,000
Redeemable preferred stock (Note 8)
Adjustable rate convertible preferred stock, without par value,
authorized 1o,000 shares (involuntary liquidating value $39.00 per share)
Shares issued and outstanding
Series A, 4,141 145,000 142,000
Series B, 957 32,000 31,000
Series C, 1,343 32,000 30.000
209,000 203,000
Common shareholders’ equity (Notes 4, 7 and 9)
Common stock, par value $.80; authorized 10,000 shares;

103.289 and 103,277 shares issued 83,000 33,000
Additional paid-in capital 989,000 1,028,000
Retained earnings 978,000 90,000
Less — Common stock held in treasury, at cost; 1,953 and 4,340 shares (61,000)  (135,000)

1,989,000 1,926,000
$g,140,000 3¢.060,000
29
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Ceargza-Pacy?c Corporation and Subsidiaries

STATEMENTS OF COMMON SHAREHOLDERS' EQUITY

Dollar amounts and shares are in thousands

Additional
Common Stock Common Paid-in Retained Treasur
Issued  Treasurv (Notes 4,7 and g} Total Stock Capital Earning. Stock
103,064  4.447 Balance at December 31, 1979  $1,786,000  $82,000  $1,023.000  $819,000 S(138,000)
Net income 243,000 243,000
Cash dividends declared
Common stock {118,000) (118,000
Preferred stock (12,000) (12,000}
2 (8)  Common stock issued §,000 : §,000
39 Common stock purchased
Other {4,000} (4,000)
103,269 4478  Balance at December 31, 1980 1,900,000 82,000 1,028,000 928,000 (138,000}
Net income 160,000 160,000
Cash dividends declared
Common stock (119,000} (119,000)
Preferred stock (13,000) (13,000)
8 (138)  Common stock issued 4,000 1,000 3.000
Other {6,000) (6,000)
103,277 4,340 Balance at December 31, 1981 1,926,000 83,000 1,028,000 950,000 (13§,000)
Net income 13,000 1¢3,000
Cash dividends declared
Common stock (104,000) {104,000}
Preferred stock {1£,000) {15,000)
Market value of common stock
(2,387) issued from treasury 35,000 (39,000} 74,000
12 Other (6,000) (6,000}
103,289 1.953 Balance at December 31, 1982 $1,989,000  $83,000 S 989,000  $978,000 S (61,000}

The accompany ing notes are an integral part of these financial statements
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Georgua-Pactpic Corperation and Subsidiaries

NSTATEMENTS OF CHANGES iN FINANCIAL PONITION

Dollar amounts and <hares are in thousands

Year ended December 31
1982 19¥( 19¥c
Sources of working capital
Income before extraordinary items and accounting change S §2,000 3 160,000 3524},000
[tems in income not aﬁe(tmg working capital
Depreciation 293,000 213,000 111,000
Depletion 63,000 §4.900 6,308
Deferred income taxes (Note 3) §,000 113,000 §4.00
Total from operations 413,000 §§5,000 §b.4.9C0
Litigation settlement, net of taxes (Note 10) (56,000) — —
ftems in litigation settlement not affecting working capital 81,000 — —
2¢,000 _— —_—
Gain on exchange ot bonds (Note 4) 27,000 — —
[tems in gain on exchange of bonds not affecting working capital
Market value of common stock issued from treasury 34,000 — —
Face value of industrial revenue bonds defeased (62,000) — —
Cumulative effect of change in accounting for investment tax credits (Note ¢) 130,000 —_ —
[tems in accounting change not providing working capital (130,000) — —
Additions to long-ferm debt (Note 7) 194,000 {55,000  1%0,000
Stock issued tor acquisitions — 31,000 §.000
Total sources of working capital 733,000 1,142,000 749.000
Uses of working capital
Cash dividends declared 119,000 132,000 130,000
Long-term debt pavments and current maturities (Note 7) 183,000 295,000 62,000
Capital additions, net
Timber and timberlands 42,000 112,000 +4.000
Coal, minerals, natural gas and oil 48,000 40,000 22,000
Property, plant and equlpment 170,000 522,000 18,000
Other 48,000 20,000 12,000
Total uses of w ork'mg capital 610,000 1,121,000 738,000
Increase (decrease) in working capital $123,000 3 21000 $5¢39,000!
Changes in working capital
Increase (decrease) in current assets
Cash $ 6,000 $ (2000 $ 10,000
Receivables 69,000 (32,000} 33,000
Inventories (18,000) 160,000 32,000
Refundable income taxes (59,000) §0,000 -
Prepaid expenses — 12,000 (3,000)
7,000 123,000 721,000
{Increase) decrease in current liabilities
Commercial paper and other short-term notes (45,000) 126,000 (116,000)
Current portion of long-term debt 229,000 (248,000} 26,000
Accounts pavable and accrued liabilities (63,000) {22,000) (15,000
Current income taxes (5,000) 38,000 (6.000)
116,000 (107,000) (111,000)
Increase (decrease) in working capital $123,000 S 21,000 $i39,000!
The accompanying notes are an integral part of these financial statements. 17
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Georgia-Facific Corporation and Subsidianes

NOTES TO FINANCIAL STATEMENTS

NOTE .. Summary of Significant Accounting Policies

Principles of Consolidation.

The consolidated financial statements include the accounts
of(_xeorgla-Pamhc Corporation and subsidiaries (corpora-
tion). The investment in GA-MET (Note 12) is accounted for
bv the equity method. All significant intercompany balances
and transactions are eliminated in consolidation.

Income per Share of Common Stock.

Primarv income per share of common stock has been com-
puted based on the weighted average number of shares out-
standing. assuming conversion of the convertible preferred
stock and issuance of shares under stock option and stock
purchase plans. The average number of shares used in the
computation for primary income per share was 106,370 in
1982, 106,400 in 1981 and 104,000 in 1980. Fully diluted
income per share of common stock, in addition, assumes
conversion of the convertible subordinated debentures.
The average number of shares used in the computation for
fullv diluted income per share was 110,220 in 1982; 109,450
in 1981 and 108,050 1n 1930,

Inventort Valuanon.

The last-in, first-out (LIFO) method of inventory valuation

i utilized for the majority of inventories at manﬁfacturing

facilities and the corporation’s manufactured insentories

located at1ts building products distribution centers. The

average cost method 1s used for all other inventories.
Inventones are valued at the lower of cost or market as

tollows.
- December 5
1982 14K
;IFO $314,000 $307.000
Ijr:;u: '''''' o 384,000 410,000
o $699,000 $717.000

The corporation uses the dollar value pool method for
computing LIFO inventories; therefore, it is not possible to
present a breakdown of inventones between hnished goods,
raw materials and supplies. Inventory costs include cost of
materials, labor and plant overhead.

If LIFO myentories were valued at the lower of average
cost or market, the inventories would have been 84 37.050

and $139,000 higher than those reported at December 31,
1982 and 1981, respectivelr.

Propert:.

Propertv and equipment e recordcd at cost. Lease obli-
gations for which the corporation assumes substantially all
the property rights and risk of ownership are capitahzed.
Replacements of major units of property are capitalized and
the replaced properties ctired. Maintenance, repairs and
replacements of minor nits of property are charged to
expense as incurred.

Provisions for depre. 1tion of buildings, machinery and
equipment are comput: { on the straight-line or units-ot-
production method using composite rates based upon esti-
mated service lives of the various units of properts. The
ranges of composite rates for the principal classes are: land
improvements-— ¢% to 7%; buildings — 2% to % and
machinerv and equipment — % to 20%.

No gain or loss is recognized on normal property disposi-
tions; property cost is credited to the property accounts and
charged to the accumulated depreciation accounts and any
proceeds are credited to the accumulated depreciation ac-
counts. When there are abnormal dispositions of properts,
the cost and related depreciation amounts are remoy ed trom
the accounts and anv gain or loss is reflected in income.

The corporation amortizes its timber costs oser the total
fiber that will be available during the estimated growth o1~
cle. Timber carrving costs are e\pensed as incurred.

All costs ofexplormg tor and developing domestic ol and
gas reserves are capitalized using the full-cost method of
accounting and charged to operations on the basis of units-
of-production over the estimated future production trom
proven reserves.

The corporation capitalizes interest on borrowed tunds
during construction periods. Such interest is charged to the
property, plant and equipment accounts and amortized over
the approximate lite of the related assets in order to properhy
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match expenses with revenues resulting trom the facilities.
Interest capitalized and the impact on net income was:

Year ended December g1

1982 198 1980

Total interest costs $209,000 198,000 3138000

Interest costs capitahized (23,000) 173.00¢1 (§9,000]
Interest expense $186,000 S12¢.000 3 79.000
Increase in net income after

giving effect to amortization

of capitalized intere  and

INCome taxes S -— $ 23,000 S 24,000

The corporation  ters net operating costs on new con-
struction projects during the start-up phase and amortizes
the deferral over approximatelv seven vears. The amounts
deferred are included in the property, plant and equipment
accounts. The amounts deterred for new project start-up
costs were $3,000, $23,000 and $19,000 in 1982, 1981, and
1980, respectively.

Effects of Inflation.

“Effects of Inflation Supplementary Information” beginning
on page 39 contains disclosures on the effects of inflation
and changing prices on the corporation’s operations deter-
mined by constant dollar and current cost methodologies.

NOTE 2.
[n 1982, the corporation received $41,000 from the sale of
certain tax benefits as provided for under the Economic Re-

Other Income/Expense

covery Tax Act of 1981. Also in 1982, the corporation sold,
tor apprO\umatel\ 67.000, its 24.7¢ percent rovalty interest
on certain portions of its acreage in Port Hudson held, a
producing gas condensate held in East Baton Rouge Parish,
Louisiana. This income is included in Other income, net.

The corporation completed in 1982 the relocation of
its corporate ottice to Atlanta, Georgia. The corporation
expensed relocation costs of $29,000 in 1982 which are in-
cluded in Other income, net.

Additionally, the corporation expensed approximately
$33,000 in the fourth quarter of 1982 related primarily to
writedowns of certain facilities to net realizable value. These
expenses have been charged primarilv to “Selling, general
and administrative expenses” and “Depreciation and deple-
tion expense.”

Dollar amounts and shares are in thousands

NOTE 3.
The provision tor income taxes is based on pretax hnancial

Income Taxes

accounting income which differs from taxable income. Dit-
ferences genera“\ arise because certain items, such as de-
preciation and capitalized interest, are retlected in different
time periods for hinancial ac counting and tax purposes,

Investment tax credits realized on the purchase of quahf-
able assets were previoushy recorded on the deferral method
and recorded as an addition to accumulated depreciation
and were being amortized to income as a reduction of de-
preciation expense over seven vears. For tax purposes, the
full credit earned was used to reduce current Federal in-
come taxes pavable. Investment tax credits amortized into
income as a reduction of depreciation expense amounted
to $26,000 in 1981 and 321,000 in 1980. Effective Januar} N
1982, the corporation began recognizing investment tax
credits (Note ¢) as a reduction of income tax expense.

The provision for income taxes consists of the tollowing:

1982 19Xt 193
Federal income taxes, net
of iInvestment tax credit
Current (benetit) $ 8,000 S193.0000 5 ¢.500
Deterred 5,000 113,200 £4.000
State income taxes (beneht) 2,000 14.500) 9.000
Charge equivalent to investment
tax credit —_ 49,000 40,000
$ 15,000 $ 70,000 3108000

The difference between the ordinarv Federal income tax
rate and the corporation’s effective income tax rate is sum-
marized as follows:

1982 1981 19%c

Federal income tax rate 46% 16% 469%
Increase (decrease) as a result of
[nvestment tax credit (20) —_ —_
Value of timber appreciatton

taxed at capital gains rate —_ (10} (1)
State income taxes, net of
Federal beneht 3 2 2
Investment credit amortization — (6} (3}
Other )} (2) (2)
22% 309 31%
29
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Georgra-Pacific Corporation and Subsidiaries

NOTES TO FINANCIAL STATEMENTS

Components of the deferred tax provision are as follows:

1982 1981 1980
Excess of tax depreaiation
over hnancial depreciation 5 §8,000 $ 64,000 % 32,000
Reversal of deterred income
taxvs due to recognition
of investment tax credits (50,000) ~— —
Capl[ahlcd interest, net — 24,000 1£,000
Deterred start-up costs, net — 9.000 —
Exploration and development
costs capitalized for
tinancial purposes 12,000 9.000 —
Sale of tax benents 9,000 —_ —
Wnite down of certain assets (21.000) - —
Other (3000} 12,000 7.000
S g.000 Si18.000 S 4,000

Approximatelv $go.000 of investment tax credits recognized
for inancial reporting purposes is available to reduce in-
come taxes to be paid in future vears,

NOTE 4.
In August 1982, the corporation exchanged approximatelv

Gain on Exchange of Bonds

2,400 shares of common stock held in treasury tor the extin-
guishment of all further obligations with respect to indus-
trial revenue refunding honds, Series 1977, issued by the Citv
of Crossett, Arkansas. The bonds had a principal amount of
$61.900. As a result of the transaction, the corporation
realized a tax-free extraordina 1 gain of $27,000.

NOTE s.
The corporation adopted. as of Januarv 1, 1982, the How-

Change in Accounting Policy

through method of accounting for investment tax credits.
Under the Hlow -through method, iny estment tax credits are
reflected in netincome in the vear the qualified investment
is made, rather than by amortizing the credits over the esti-
mated lives of the equipment. The corporation previously
followed the deferral method. This change was made be-
cause management believes that the flow -through method
m hnancial reporting s more consistent with that of most
industrial companies and particularhy those companies in
the forest products industry Additionally, this change will
make the accounting treatment of investment tax credits
consistent with the required accounting for the sale ot tax
benehts.

o
[¢]

If the flow-through method had been in effect, 1981 and

1980 net income would have been increased by $14.000

(13¢ per share) and $19.000 (18¢ per share), respectivelr. Quar-
terlv net income per share for 1981 would have inc reased

as follows: first quarter ¢, second quarter 3¢, third quarter
2¢, and 3¢ in the fourth quarter.

NOTE 6.
Intersegment sales are recorded at estimate | fair market
values, Timber and timberlands have not been allocated to

Industry Segment Information

industry segments because thev are manag« 1 jointly to sup-
plv raw materials to all torest products segments. Logs and
residual fibers are included at cost in the operating profits of
the various manufacturing facilities. Sales to foreign markets
were Jess than 10% of total sales to unaffiliated customers

in 1980 through 1982. Also. no single customer accounted for
more than 10% of sales to unaffiliated customers. For addi-
tional information regarding industry segments, see “Sales
and Operating Profits bv Industry Segment™ on page 22.

As a result of the accounting changc for investment tax
credits (Note g), depreciation and depletion expense (Note
3)in 1982 was greater. Depreviation expense for cach of the
corporation’s segments would have increased by the tollow -
ing amounts if the change had been applied retroactivels:

1981 1488
Building products S 6000 S 7.000
Pulp. paper and paperboard products 12.000 9,000
Chemicals 3§ 000 §.000
Total S16.00c  3S21.00C

The writedown of certamn facilities to net realizable value
(Note 21 affected the earnings of the segments in the fourth
quarter of 1982 by the oHcmmc amounts: Building products
$8,000; Pulp. paper and pape rhoard products $3.000: Chem-

icals $2,000; Other operations $8 cce: and Corporate

S$12.000.
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Dollar amount« and \nares are 'n :howsands

sales T Inter- Depreaia- Capital
Lnatnbated ~enment Total tion and Expendi-
Custonkers Sales Revenues Farnings D('pl('[l“ll tres Aty

Year ended December 4

Buildiny pmdu\t\ 53,249,000 3 37,000 33,086,000 3 13¢.500 S148.000 S 3s.000 Sig7d.cee
Pulp. paper and paperhoard products 163,000 31,000 1,699,000 46,500 109,000 0,000 1.sNe.sce
Chemicals ©2R8,000 94,000 721,000 75,500 77.000 S1.500 1.925.2¢¢
Other operations 7,000 1000 69,000 3.000 13,000 7.200 73280
Total operations §40 2,000 174.000 §.$76.000 136,000 347.000 191,000 4.0 §h,20¢
Eliminations and adjustments
[ntersegment sales — {174,200} (174,000} — — — —
Timber and timberlands — — — — — 12.000 74%.2c0
Other income, net (Note 2 — — — 76.000 —_— —_ —
Gt'm’ra] \orpr)r.m' —_ —_— —_— q giooo) 4,000 27.000 ST Retotel
Interest expense — —_— — 1 1%6.20C) -_— — —
[ncome taves — — — (1.200! — — —
Consolidated totals 35,402,000 3 — 35,402,000 S 200 $3¢6,000 3160.200 3¢.050.000
Year ended December j1, ity
Building pr()(luct\‘ $3.022.000 S 43,000 $3,070.000 S 116,000 $136.000 S126,000 St.434.000
Pulp. paper and paperboard products 1.§%0,000 4+3.000 1,623,000 116,200 78,000 163,000 1,002,500
Chemicals 738.c00 97.000 83,000 149,000 §4.000 135,000 4.47.000
Other operations 74,200 2,000 76,000 14,000 §,000 12,000 47.30¢
Total operations § 414,000 190,000 §,604,000 390,200 171000 §36.000 +.280,300
Eliminations and adjustments
Intersegment sales —_ 1190,000) (190,000) — — — —
Timber and umbertands — —_ — — —_ 112,000 7¢2.00¢
General corporate —_ — — (41,5000 §.000 26,000 12¥.00¢
Interest expense -— —_ —_ {125,000 —_ — —
Income taxes — — — (70,000} — — —
Consolidated totals 56,414,000 ) — $¢.414,000 S 160,000 $277.000 $67.4,000 3¢.,000,000
R Year ended December 31 19%
Building pmducts $1,886.c00 $ 18,000 $1.934.000 $ 160,000 $130.000 Sr43.000 31403000
Pulp, paper and paperboard products 1.400.000 18,000 [ 448,000 141,200 73.000 113,000 1,316,000
Chemicals 661,000 34,000 74§.000 1§3.000 §0.200 169,000 ¥q4.000
Other operations 69,000 2000 71.000 13.000 1,000 4,000 64,500
Total operatons §.216,000 182,000 §.198,000 467 500 162,000 §29.000Q 3677000
Eliminations and adjustments
Intersegment sales — (182,000} (182 ,000) — — — —
Timber and umberlands — — — — — $4.000 681,000
General corporate — — — (37 000} §,000 11,000 163,000
Interest expense —_— — — (79,0001 —_ — —
Income taxes — — — (128.000] — — —
Consohdated totals 35,016,000 3 — $5.016.000 $ 243,000 $167,000 $584,000 $4.512.000

'Betore extraoniimary items and accounting change in 1982
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Georgia-Pacific Corporanon and Subsidharies

NOTES TO FINANCIAL STATEMENTS

NOTE 7. Indebtedness
Long-term debt consists of the following:
1982 1981
Banks
8149% term loans, pavable in
equal annual installments, 1386
through 1988 $ 150,000 $ 150,000
10¥29% term loans, pavable in
equal semiannual installments
through 1984 3,000 5,000
11Y9% term loans, due 1982 — 140,000
Foreign bank revolver —_ 7,000
Other —average interest rate 11.6%
pavable in varving installments
through 1991 63,000 65,000
Commercial paper 398,000 323,000
Notes
678% due 1982 — 100,000
7v4% due 1985 100,000 100,000
10.10% due 1990 160,000 150,000
Floating rate. currently 10 7%
maturing at holders® option in 1984,
due 1987 150,000 150,000
14%% due 1987 65,000 —_
15.37% due 1988 75,000 —
Insurance companies
634% term loans, pasable annually in
installments through 1989 13,000 15,000
§%9% term loans, pavable annuallyv in
installments through 1987 30,000 36,000
614% term loan, pavable annuallv in
installments through 1982 — 2,000
9%% term loan. pavable annually in
installments through 1997 8,000 & 000
102% term loans, pavable annually in
installments through 1996 §,000 §.000
10%1% term loans, pavable annuallv in
instaliments through 1996 39,000 40,000
Revenue bonds, av erage interest rate
6.3% with varving annual pavments
to 2007 120,000 181,000
Purchase contracts and other. average
interest rate 8.0% with varving
annual pavments to 2003 94,000 109,000
§¥49 conseruble subordinated
debentures 119,000 125,000
Lingation settlement 99,000 —_
1,681,000 1,779.000
Less current portion 63,000 292,000

$1,618,000 S1 4R7.000

The scheduled pavments of long-term debt are $63.000 in
1983, $266,000 in 1984. $234,000 in 198¢, S118,000 in 1986 and
Si71.000 in 1987.

32

The corporation has two Revolving Credit and Term
Loan Agreements (a domestic agreement and a Foreign
agreement) totaling $6¢0,000.

The domestic revolver with 24 banks establishes an unse-
cured revolving line of credit totaling $300,000 until De-
cember 1, 1984, at which time the outstanding balance will
be converted to a term loan repavable in eight semiannual
installments beginning on June 1, 1985. Commitment fees
during the revolving loan period will be % of 1 percent per
annum of the unused available credit. The interest rates as-
sociated with this agreement are based on either the prim-
rate, certificate of deposit rate or the offshore rate. At De-
cember 31, 1982, no funds were borrowed from the banks
under this agreement. This agreement supports commercial
paper outstanding.

The foreign revolver with 13 European and Canadian
banks establishes an unsecured revolving line of credit total-
ing $350,000 until December 7, 1984, at which time the out-
standing balance will be converted to a term loan repavable
in ten equal semiannual installments beginning June 7, 1985
Commitment fees during the revolving loan period will be.
Y4 of 1 percent per annum of the unused available credit.
The agreement provides for either domestic or Eurodollar
borrowings at the corporation’s option. The interest rate
associated with this agreement for domestic borrowings is
based on either the prime rate or the Federal funds rate.
The interest rate on Eurodollar borrowings is based on the
Libor rate. No funds were borrowed from the banks under
this agreement at December 31, 1982.

Restrictive covenants included in both agreements are
substantially the same as those pertaining to the corpora-
tion’s other bank agreements. There are no prepavment
penalties in either agreement.

The $150,000 floating rate notes are convertible by the
holder, prior to April 1, 1987, into 8/2% debentures due
2009. The notes are not redeemable prior to October 1, 1984.
On and after such date, the notes are redeemable in whole
or in part, at the option of the corporation. At any time
prior to April 1, 1987, the corporation mav convert the notes
into fixed rate debentures due 1009 at a defined premium
over the vield on 3o-vear Treasun securities, but not less
than 829%. The conversion by the corporation is subject to
the election by the holder to have the notes mature on the
specified conversion date. The interest rate on the notes is
adjustable semiannually to a rate based upon the six-month
treasury bill rate plu~ a specified premium.

In -\pn] 1982, t
subsidiary, issued U.S. S65.000 1438% notes due Aprilig.

he corporation, through a whollv-owned

1987 with warrants (130 thousand) to purchase WS, Si3¢c.00¢
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1§% notes due April 15, 1990. As of December 31,1982, 8320
of the 1¢% notes have been 1ssued. There were 126 thousand
warrants outstanding at December 31, 1982 The warrants
expire on April 15, 1984.

In May 1982, the corporation through a w holly -ow ned
subsidiary, received LS. $75.000 from a Swiss Franc loan
with two European banks. The loan has an effective interest
rate of 15.37% and is due December 1, 1988. The loan has
been tullv hedged for currency fluctuations.

The 4% consertible subordinated debentures mature in
1996. The debentures are convertible into common stock at
$30.87 per share at December 31, 1982. Additionally, the In-
denture provides for a sinking fund for the redemption on
April 1, in each of the vears 1983 through 199¢, of not ‘ess
than ¢% nor more than 10% of debentures outstanding on
April ¢, 1981.

At December 31, 1982, $123,000 of long-term debt was
secured by property and timber with a net book value of
S182,000, including $119,000 (original cost $250,000) relating
to certain manufacturing and pollution control facilities
which were financed with the proceeds from revenue bonds
issued by governmental units and guaranteed by the corpo-
ration. The corporation leases such facilities from the gov-
ernmental units and pavs all costs incidental to ownership of
the properties.

Certain loan agreements place a limitation on cash
dividends that can be paid. As of December 31, 1982, the
amount of retained earnings available for cash dividends
under the most restrictive covenants of the loan agreements
is approximately $320,000. In addition, certain agreements
require the corporation to maintain a minimum of $250,000
of consolidated working capital and impose limitations on
additional borrowings.

The corporation had at December 31, 1982, separate ar-
rangements with a number of banks providing for (i) revolv-
ing lines of credit, aggregating $280,000, that require tg
months written notice of cancellation by a participating
bank and (ii) seasonal standby lines of credit, aggregating
$70,000. None of the lines carry commitment fees or long-
term conversion features. The corporation has agreed to
maintain bank deposits on an annual average basis amount-
ing to approximately 3¥2% of the revolving lines plus 3/2%
of all loans outstanding thereunder.

The corporation uses the lines of credit and the domestic
revolver to support commercial paper and master note bor-
rowings. At December 31, 1982 the corporation had clas-
sified $398,000 of commercial paper with an interest rate of
9.4% as long-term debt. It is the corporation’s intention to
refinance the commercial paper with long-term debt.

Dollar amounts and shares are i thousands

NOTE 8. Redeemable Preferred Stock

Adjustable Rate
Converuble Preterred Stock

Series A Series B Senes C Total
Balance, December 31, 1979 3136000 3290000 3 — Sivgo00
Amortization of the excess
involuntary liquidating
value over fair value at
ac qulsltlon date 3,000 1.00¢ - 4.000
Balance, December j1. 1980 139,000 30,000 — 169,000
Stock issued for acquinition — —  }o00 18,000
Amortization of the excess
involuntarv liquidating
value over fair value at
acqulsmon date 3,000 1,000 1.900 6,000
Balance, December 31, 1931 142,006 31,006 30,000 203,000
Amortization of the excess
nvoluntan liquidating
value over fair value at
acquisinon date 3,000 1,000 2.000 6,000
Balance, December 31, 1932 $145,000 $32,000 $32000 3209000

The adjustable rate convertible preferred stock (“preferred
stock”) is recorded at fair value on the date of issue. The ex-
cess of involuntarv liquidating value over such fair value is
amortized over a 1o-vear period by a charge to retained
earnings and correspondmg credit to preferred stock.

Each share of preferred stock is entitled to receive
cumulative quarterly cash dividends at the annual rate of
$2.24. Such dividend rate is subject to increase up to a
maximum of $4.00 per share should the corporation fail to
make the scheduled purchase offers described below unless
the average of the last reported sales prices for the corpora-
tion’s common stock during a prescribed period of time is at
least 108% of the conversion price of the preferred stock
during such period. Subject to adjustment for common
stock dividends and splits, each share of preferred stock has
a conversion price of $39.00, and has an involuntary liquidat-
ing value of $39.00, is convertible into one share of common
stock and is entitled to one vote. In addition, whenever six
quarterly dividends on Series A preferred stock are unpaid,
the holders of such Series A stock are entitled to elect two
directors of the corporation until all past dividends have
been paid.

Subject to the price of the corporation’s common stock
and the appropriate action by the Board of Directors, the
corporation is scheduled to make offers to purchase, at a
price of $39.00 per share plus accumulated dividends, a
specified number of shares annually beginning with 328
shares in 1984 1,020 shares in 1985 and 1,289 shares in 1986
and 1987.
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Georgia-Pacific Corporation and Subsidiaries

NOTES TO FINANCIAL STATEMENTS

The preferred stock will be subject to redemption (Series
A— 1984 through 1988; Series B—198; through 1989 and
Series C—1986 through 1990) at $39.00 per share plus ac-
cumulated dividends provided that the average of the last
reported sales prices for the corporation’s common stock is
at least 125% of the then conversion price of the preferred
stock. Thereafter, the preferred stock mav be redeemed,
without limitation, at $39.00 per share p]us accumulated

dividends.

NOTE 9. Common Stock
At December 31, 1982, the following authorized shares of
common stock of the corporation were reserved for issue:

Stock option plan 862
Employ ee stock purchase plan 1,000

Conversion of the (4% conyertible
subordinated debentures 3.85%
Conversion of preferred stack 6,441
12,158

At December 31, 1981, the total number of shares of com-
mon stock of the corporation cosered by the 1974 Emplovee
stock Option Plan (74 Plan) was 862 shares ot which 2¢0
shares were subject to outstanding options. During 1982, no
options were granted or exercised and the 250 shares subject
to option expired on April 15, 1982, As of December 31, 1982,
862 shares are available for grant until October 15, 1985.

On October 31, 1982, the 1980 Emplovee Stock Purchase
Plan expired and 7 shares were issued in accordance with
the terms of the Plan.

A< of December 31, 1982, 1,000 shares of common stock
has ¢ been subscribed at $16.86 per share under the 1982
Emplovee Stock Purchase Plan (Plan). Subscribers have the
option to receive their pavments plus interest at the rate of
10% per annum in hieu of stock. During the subscription
period which ended April 16, 1982, 7,283 emplovees sub-
scribed and 6,541 emplovees are still in the Plan at Decem-
ber 31,1982, The Plan expires on Mav 31, 1984.

The shares and prices relating to the Stock Option Plan
the Emplovee Stock Purchase Plan, the convertible sub-
ordinated debentures and the preterred stock are subject to
adjustment for certain changes in the capital structure, in-
cluding common stock splits and stock dividends.

NOTE ro0.
A« previoush reported, in 1972 the corporation and two
other defendants recen ed an unfasorable | jury verdict in a

Litigation

civil class action antitrust suit involving the sale and distri-
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bution of softwood plvwood. On February 21, 1980, sum-
mary judgment was entered bv the United States District
Court for the Eastern District of Louisiana (the *District
Court”) awarding certain plaintiffs damages allegedly owing
them pursuant to the jurv verdict. The corporation appealed
this judgment to the United States Court of Appeals for

the Fifth Circuit which later affirmed the judgment in all
respects. Subsequently, the carporation petitioned the
Supreme Court of the United States to review the lower
court's decision which petition was granted on Mayv 17. 1982.
On January 13, 1983, the corporation and the other two de-
fendants executed a written settlement agreement pursuant
to which plaintiffs will receive $165,000 over a period of
time. The settlement agreement provides the corporation
will pav $99,000 of which $18.000 was paid on Januar 23,
1983, $36,000 is pavable on or before January 30, 1984, and
$45.000 on or before Januarv 30, 198¢. This unusual and
nonrecurring charge, including legal fees, in the amount of
$6,000, net of a related tax benefit of $48.000, has been re-
Hected as an extraordinary item in 1982. The agreement has
received the preliminary approval of the District Court but
the settlement is contingent upon: (i) a hearing (anticipated
to occur prior to the summer of 1983) to provide, among
other things, an opportunity for anvone desiring to ob)< ctto
the settlement to be heard; and (ii) final approval by the Dis-
trict Court and any reviewing court. The settlement agree-
ment further prondes that, pending tinal approval of the
settlement, the parties will request a stav of the proceedings
in this lawsuit in the Supreme Court.

The corporation is a defendant in a class action.suit con-
taining antitrust allegations involving the corporation’s south-
east timber and lumber operations. It is management’s opin-
ion that the results of this action will not have a material
adverse effect upon the hnancial position of the corporation.

On December 4, 1980, the Attornev General of the State
of Oklahoma tled a civil complaint in the District Court of
Maves County, Oklahoma. on behalt of the state ot Okla-
homa against the corporation, seven other corporations and
one public agency alleging that the detendants wrongtully
discharged chemicals into Prvor Creck. it tributaric~ and
Ft. Gibson Reservoir. The u;mplamt requests compensaton
damages of $8 30¢ and punitive damages of Sige.000 A mo-
tion to dismiss the action on the ground that the Attornes
General acted without authority ha~ been granted by the
trial court. The Attorney Gene ral appe aled the decinion to
the Oklahoma Supreme Court which upheld the dismissal.
The Attornes General is currently attempting to petition
the Supreme Court to reconsider it deasion. Management
believes that no signihcant discharge of chemicals trom the

COTPOration’s property into the bodies of water has o curred



Nixactions have heen iled against Georgra-Pacihic i
Louisiana allvomo «iamau\ < trom a Fe hruar\ 1931 dhcharoe
of pln nof nto the \1!\\1\\1P ot River from Georgia- Paum S
Plaquemine, Lowsiana, chemical plant. Four are private
class actions which allege 1n the aggregate Sgg0.000 in dam-

ages plus attorners” fees and other reliet. Two are pri\'ate
actions and a”cm Sdgo mn damages plus attornevs’ tees.
Management behieves that the maximum llablht\ it any, in the
actions 1n the states of Oklahoma and Louisiana will not
have a material adverse effect on the hnancial condition of
the corporation

During 1932, the corporation was involved in a number of
prmee(lmgs with various governmental agencies relating to
environmental matters, mdudmu 14 proceedings concerning
discharges of materials into the air and 22 proceedings con-
cerning discharges into the waterwavs. The corporation
paid an aggregate of approximately Sigoin fines and entered
into various agreements and consent decrees pertaining to
procedures to be followed in the future in certain of these
proceedings and is working with the agencies concerned to
resolve pending proceedings. Management does not con-
sider these proceedings material in the aggregate.
The corporation is party to various other legal pro-

though the

ultimate tll\l{)()\ltl()n of these pm(eedmm is not presentlv

ceedmm ge nerallv incidental to its business.

determinable, management does not believe that adverse
determinations in any or all such proceedings will have a
material adverse cffect upon the financial condition of
the corporation.

NOTE 1. Pension and Bonus Plans

Most of the corporation’s hourly emplovees participate

in noncontributor pension plans. Contributions to many of
these plans are based upon hourly rates set forth in various
contracts. The corporation also has a noncontributory pen-
sion plan for all of its salaried emplovees, excluding officers,
to supplement the stock bonus plan. The corporation
accrues the actuarially determined cost of the salaried plan
based upon vears of service, average compensation and
value of assets held by the stock bonus plan.

Total pension costs accrued for pension plans adminis-
tered solelv or jointly by the corporation were $16,000 in
1982, 515,000 in 1981 and 316,000 in 1980, including amortiza-
tion of prior service costs over periods ranging from ten to
thirty vears.

An assumed weighted average annual rate of investment
return ot 6129% was used in determining the actuarial pres-
ent values of vested and nonvested accumulated benefits. A
comparison ot these accumulated benefits as estimated by
consulting actuaries and the plan assets for the corporation’s

Doilar amounts and snares are :n thousands

plans administered solelv or jointly is as tollows:

Devember 3
|982 CAN
Actuarial present value ot
accumulated plan benents
Vested $191,000 S1vo, 500
Non ested 31,000 17.2¢8
$222,000 Sis7.z00
Assets avatlable for plan henents $219,000 {117.2¢c

The corporation also made contributions to several collec-
tivelv bargained, multi-emplover pension plans i accord-
ance with the provisions of negotiated labor contracts
generally based on the number of hours worked. [nforma-
tion trom the plans” administrators is not presently available
to permit the corporation to determine its share of un-
tunded vested benetits.

Georgia—Paciﬁc and certain subsidiaries have a noncon-
tributory stock bonus plan tor qualified salaried emplovees
mcludmg otficers. At December 31, 1982, there were 11,699
qualihied and participating salaried employces i the plan.
Salaried emplovees recene an allocation each vear up to a
maximum ot 109 of their salary contingent on the availabil-
itv of the corporation’s prohts, as detined in the plan. The
costs incurred for this plan were 33,000 in 1982, 39,000 in
1981 and S19,000 in 1930.

NOTE 2. Other Assets

In 1980, the corporation tormed a joint venture (GA-MET)
with Metropolitan Life Insurance Company. Each partner
has a go% interest in the venture. GA-MET owns and oper-
ates the corporation’s othce headquarters building 1in At-
lanta, Georgia, and the othce building complex in Portland,
Oregon. The corporation leases trom GA-MET, at market
rates, otfice space in the Atlanta and Portland buildings.
GA-MET has a construction loan agreement with hve par
ticipating banks for the construction of the Atlanta building.
At December 31, 1932
$93.000. The loan matures in January 1988 and is secured by

, the construction loan outstanding is

the venture’s properties. The corporation accounts tor this
investment using the equity method. The corporation’s
investment of $2¢,000 in GA-MET is included in *Other
assets” on the balance sheets.

As of December 31, 1982 “Other assets™ includes $20,000
net, related to hrst mortgages the corporation has on em-
plovees' residences in Atlanta, Georgia, and the estimated
realizable value of the remaining homes purchased trom em-
plovees in Portland, Oregon, and Augusta, Georgia. The
corporation intends to sell the mortgage loans 1n the secon-

darv mortgage market.
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INDEPENDENT AUDITORS' REPORT

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

We have examined the balance sheets of Georgia-Pacific
Corporation (a Georgia corporation) and subsidiaries as of
December 31, 1982 and 1981, and the related statements of
income, common shareholders’ equity and changes in finan-
cial position for each of the three vears in the period ended
December 31, 1982. Our examinations were made in accord-
ance with generally accepted auditing standards and, accord-
ingly, included such tests of the accounting records and such
other auditing procedures as we considered necessarv in the
circumstances.

In our report dated February 12, 1982, our opinion on the
1981 and 1980 financial statements was qualified as being sub-
ject to the effect of anv adjustments that might have been
required had the outcome of the plvwood antitrust litigation
been known. As explained in Note 10, on Januarv 13, 1983, a
written settlement agreement was executed, subject to
court approval, to settle the litigation, and a provision for
this settlement was recorded in 1982, Accordingly, our pre-
sent opinion on the 1981 and 198c financial statements, as
presented herein, is different from that expressed in our pre-
vious report.

In our opinion, the financial statements referred to above
present fairly the financial position of Georgia-Pacific Cor
poration and subsidiaries as of December 31, 1982 and 1981,
and the results of their operations and the changes in their
financial position for each of the three vears in the period
ended December 31, 1982, in conformity with generally ac-
cepted accounting principles, which, except for the change
(with which we concur) in the method of accounting for
investment tax credits described in Note ¢, have been
applied on a consistent basis.

ARTHUR ANDERSEN & CO.

Atlanta, Georgia,
Februam 11, 1923.
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RESPONSIBILITY FOR FINANCIAL STATEMENTS

The financial statements on the preceding pages, which
consolidate the accounts of Georgia-Pacific Corporation and
its subsidiaries, have been prepared in conformity with gen-
erallv accepted accour...ng principles applied on a consistent
basis except for the change in the method of accounting for
investment tax credits. Management ofGeorgia-Paciﬁc
Corporation is responsible for the accurate and objective
preparation of the cc solidated hnancial statements. Ac-
cordingi}', the corpor. tion maintains a svstem of policies,
procedures and cont* s which is designed to provide rea-
sonable assurance tha assets are safeguarded and that ac-
counting records are cliable. An independent evaluation of
the svstem is performed by the corporation’s internal audit
staff in order to confirm that the svstem is adequate and
operating effectivelv. As indicated in the Independent Au-
ditors’ Report, Arthur Andersen & Co. performs a separate
independent examination of the corporation’s consolidated
financial statements for the purpose of determining that the
statements are presented fairlv in accordance with generally
accepted accounting principles applied on a consistent basis.
Arthur Andersen & Co. is appointed by the Board of Di-
rectors and meets regularly with the Audit Committee of
the Board. The Audit Committee is comprised of three out-
side directors who review the work of the corporation’s
internal auditors and independent public accountants and
approve fees paid for audit and non-audit services. The in-
dependent public acccuntants have full and free access to
the Audit Committee.
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MANVAGEMENTS REVIEW OF RECENT OPERATING RESULTS

1982 Campared ain gyl

The torest products industry continued to experience its
deepest recession since the end ot World War [I. The corpo-
rations sales were S¢.4 billion in 1982, the ame as 1981. In-
come before extraordinar items and change in accounting
for investment tax credits was $¢2 million (48¢ per share on
a primary basis), down from $160 mullion (S1.gt per share) in
the like period a vear ago.

The building produats business is heavilv dependent upon
the level of hous 1g starts, commercial bulldmg activity and
the availabilitv a1 cost of mortgage tunds. The 1,065,000
housing starts in 982 were the lowest in the United States
since 1;46, even ss than the depressed 1981 level of
1,102,000. The corporation’s building products segment had
sales of $3.0 billion in 1982 the same as 1981. Operating in-
come was Stog million, a 9% decrease from the 3116 million
in 1981. The decrease in operating income was attributable
to the change in accounting for investment tax credits and
the writedown of certain assets to net realizable value (see
Note 6). Sales in this segment were at good levels, but prices
are still too soft to provide satistactory results. However, the
corporation experienced some improvement in the fourth
particularly in plvwood, and expects future
improvement if interest rates continue to moderate.

quarter of 1982,

Demand for the corporation’s pulp and paper products
correlates closely with real growth in the gross national
product, but is also affected by inventory levels of the users
of these products and mdustr\ productne capacity. The
corporation’s pulp and paper segment sales were $1.7 billion
in 1982 compar:  with $1.6 billion in 1981, a §% increase.
Operating incor.ie was down 60% to $46 million compared
with 1981’ $116 million. The decrease in operating earnings
is attributable in part to market conditions and competition
which have resulted in price decreases, and to the change in
accounting for investment tax credits and the writedown of
certain assets to net realizable value (see Note 6). Addition-
ally, the export pulp market, in particular, has been affected
bv the strong U.S. dollar. The pulp and paper markets con-
tinued to be soft.

The corporations chemical operations are impacted by
the market for building products and the growth in gross
national product. Sales tor the corporation’s chemical seg-
ment were 3628 mullion 1n 1982, 2 1% decrease from $732
million in 1981. Operating income declined to 37 ¢ mullion
compared with S149 million in 1981, a g0% decrease. The de-
creases are a result of lower prices and volumes for most of
the corporation’s chemical products. The reduction in de-
mand resulted in some curtailment of operations heginning
in late 1981 and continuing into 1982. Oil and gas income
decreased in 1982 compared with 1981, Thus w:!ment\' per-
formance was also adverselv affected by the khange in ac-
counting for investment tax credits and the writedown
of certain assets to net realizable value (see Note 61,

Other operations’ income decreased as a result of the
writeoff of certain leasehald improvements in the fourth
quarter of 1932

For a discussion of “*Other income, net” and *Provision
for income taxes.” see Notes 2 and 3 of the Notes to Finan-
cial Statements.

Interest expense increased in 1982 due to the higher level
of debt outstanding. higher interest rates and lower levels of
capitalized interest

1981 Compared with 1980

Sales were $¢.4 billion, up 8% trom the 3¢ billion in the
1980 period. Net income in 1981 was down 34% to 3160 mul-
lion, or $1.¢1 per share on a primary basis, compared with
$243 million (S2.33 per share) for r980.

The corporation’s building products segment had reve-
nues of $3.1 billion in 1981 compared with 1930% 32.9 billion,
a §% increase. Operating earnings decreased 28% to Si16
million. Although lumber and plvwood volumes increased
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from a vear ago, prices were down significantlv while costs
were somewhat higher. In the latter part of the vear, the
corporation ¢ losed or curtailed production at several of its
plvwood plants and sawmills

The pulp and paper segment revenues increased to $1.6
billion, up 12% from the $1.4 billion reported in 1980. Earn-
ings were $116 million, down 18% , compared with the 1980
level of S141 million. Volum  for pulp and paper products
were up slightly in 1981

Revenues from the corpo ation’s chemical segment in-
creased to $&83¢ million, a 12 +increase over the $74¢ million
reported in 1980. Earnings were S149 million, a 3% decline
trom the same period in 1980. Oil and natural gas profits in-
creased in 1981, The balance of the chemical operations
performed to the corporation’s expectations in the vear’s
economy except those chemical products, partlcularl\ vinvl
chloride monomer and PVC resin, closelv associated with
the construction industry. The chemical operation’s profit
margins were negativelv impacted by high feedstock costs.
The corporation curtailed operations in late 1981 at several
of its chemical plants

Interest expense was Sa6 million greater in 1981 due to
higher interest rates and a higher level of debt the corpora-

tion had outstanding.

Liquidits and Capial Resources

The corporation’s ability to generate adequate cash to meet
its needs is influenced by vanous factors and corporate ob-
jectives. For 1982, the corporation expended $170 million for
plant and equipment and Sgo million for natural resources
and declared $119 million in dividends. Working capital at
December 31, 1982 amounted to $5¢2 million, a $123 million
increase from December 31, 1981. Total de..t decreased by
$¢3 million. Funds provided from operatio 1s amounted to
$413 million for the vear 1982. The $27 mil'ion extraordinarv
gain from the defeasance of the revenue boads and the $130
million related to the change in accounting did not provide
funds. The corporation had $407 million available from its
lines of credit at December 31, 1982.

In response to the impact of continuing depressed eco-
nomic conditions in the corporation’s businesses, the Board
of Directors on October 29,1982, reduced the fourth-quarter
dividend to 15 cents per share (from 30 cents). The current
annual common dividend rate is $.6c a share. Management
believes that cash gencrated from operations, reduction
in the common dividend rate, credit commitments and long-
term debt funding capabilities are adequate to meet the
capital expenditure budget (1983 projected expenditures of
$300 million) and liquidity needs of the corporation. De-
pending on monev market conditions, the corporation mav
determine to issue additional securities in 1983.
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ErFECTS OF INFLATION SUPPLEMENTARY [INFORMATION

The accompanying tables set forth selected hnancial data re-
lating to the eflects of general inflation rconstant dollary and
changes I speaific prices (eurrent costy in accordance with
Financial Accounting Standards Board Statement No. 33,
“Financial Reporting and Changing Prices”™ Constant dollar
and current cost estimates are necessarily based upon
numerous assumptions and subjective ;utlomenh Although
management believes that the estimates have been devel-
oped in a reasonable manner in compliance with the re-
quirements of Statement No. 33, it should be recognized
that thev mav be ot only limited valu because of the high
degree of imprecision inherent in the estimation process.
Thus. the information presented herein should be viewed in
the context of Statement No. 33 and uot as precise indi-

cators of the effects of intlation.

Descriprion of Computations

Constant dollar data were determined by adjusting histori-
cal cost financial information tor changes that have occurred
in the general purchasing pow er of the dollar as measured
bv the Consumer Price Index tor All Urban Consumers. In
accordance with Statement No. 33, inventories, natural re-
sources, and property, plant and equipment have been re-
stated trom historical cost dollars into average 1982 constant
dollars.

Current cost estimates for properts, plant and equipment
and natural gas and oil properties were developed using
historical costs appropriately indexed for increased costs of
construction and exploration. A similar adjustment was
made to historical depreciation and depletion amounts.
Timber and timberlands have been included in current cost
data as adjusted to retlect the effect of general inflation with
no further adjustment to retlect current cost estimates.

The current cost of inventories at manufacturing plants
was determined by reference to average production costs
experienced during the vear. Current cost of inventories at
building products distribution centers was based upon a re-
view of recent purchases for a representative sample of
products at selected branches.

Adjustments have been made to cost of sales and deple-
tion and depreciation to retlect the effects of the restated
asset amounts, but no adjustments were made to reflect the
restated components of depletion and depreciation in inven-
torv since the effect of such adjustments would not be
material.

Purchasing Power Gain

A monetary asset represents money or a clam to receive
monev without reterence to tuture prices ot\pcciﬁg goods
or services. Similarly, a monetary liability is an nbllﬂatlon to
pav a sum of money the amount of w hich 1s fixed or
determinable without reference to future Prices or services,
The corporation’s monetars liabilities exceed 1ts monetan
assets. Accordingly, an important hedge aganstintlation is
provided as this net monetary llablht\ position will be pand
in dollars which have a lower PUI‘LI’\&\IHU power than the
dollars originally recenved in return for the obgations.
Statement No. 33 does not provide tor an adjustment to net
ncome ftor this important factor: rather the adjustment is
required onh as supplementary information under the cap-
tion *Gain trom decline in purchasing power of net amounts
owed”

General Comments on Inflation Accouniing Datu

For the vear ended December 31, 1982, income as re-

ported was $¢2 million. After adjustments tor the efect of
general intlation, this became a 3148 million loss. and atter
retlecting changes in speaific prices, a loss of Sti2 million.
The adverse ettects of the mandated intlation adjustments to
income are offset by the $86 million gain from decline in
purchasing power of net amounts owed.

The adjustments required by Statement No. 33 represent
an attempt to estimate what it would costin terms of to-
day’s dollars to build currently existing tacilities. Thus, the
calculations do not reflect the economic beneht of new
technology which would be realized by replacing the corpo-
ration’s existing plants with new facilities. Such replacement
of the corporation’s plants would result in increased produc-
tivity and certain other cost savings. The cost savings w ould
be realized primarily in the form ot reduced manpower re-
quirements, lower maintenance costs and reduced costs tor
energy. Such savings w ould reduce the adverse effects of
inflation.

Statement No. 33 does not provide tor adjusting income
tax expense for the increases in costs determined under the
constant dollar and current cost computations because
such increases are not deductible for income tax purposes.
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Georgia-Pacific Corporation and Subsidiaries

STATEMENT OF CONSOLIDATED INCOME ADJUSTED FOR EFFECTS OF CHANGING PRICES

Dollar amounts in millions of 1982 av erage dollars

Year ended December 31, 1982

Adjusted
Adjusted  For Changes

As For General in Specthic
Reported Inflation Prices

Net sales $5,402 $5.402 $5.402
Costs and expenses

Cost of sales 4475 4.498 4477

Selling, general and administrative 394 394 394

Depreciation and depletion 356 £33 S8

Interest 186 186 186

Other income, net (76) (76) (76)

§.33% £.83¢ §+499

Income (loss) before income taxes 67 (133) (97)
Provision for income taxes 15 15 15
Income (loss)! $ 52 $ (148) S (112
Income (loss) per share of common stock!

Priman S 48 $(1.39) S(r1.06)

Fullv diluted 5o (1.32) (.99}
Gain from decline in purchasing power of net amounts owed S 86 S 86
Net assets at end of vear $2,198 $4.038 $3.84¢
Increase in speciﬁc prices (current cost) of inventories, property,

plant and equipment and natural resources held during the vear? S 22

Effect of increase in general price level S g2
Excess of increase in genéral price level over increase in specihc prices S 2120

1Before extraordinan items and accounting change.

*As of December 31, 1982, current cost of inventories was $840. current cost of propert, plant and cquipment, net of accumulated depreciation. was
$3.8621, and current cost of natural resources, net of depletion, was $1 429,
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Georgua-Pacipe Corporation and Supsidiaries
FVESYEAR COMPARINON OF SELECTED SUPPLEMENTARY FINANCIAL DATA
ADJUSTED FOR EFFFCTS OF CHANGING PRICES
Dollar amounts in millions of 1982 average dollars
Year ended December 34
1982 1981 1980 1979 1978
Net sales
As reported $§,402 St $5.016 S¢.207 54403
Adjusted for general inflation 5,402 §.739 ¢.869 6920 6.1k
Income (loss)t
As reported S 52 S 160 S 243 S 326 S o1
Adjusted for general inflation (148) (30) 60 167
Adjusted for changes in specific prices (112) i 1o 174
Income tloss) per share — primary?
As reported S .48 S .51 $ 2.33 NS S 292
Adjusted for general intlation (1.39) (.28) 57 146
Adjusted for changes in specihc prices (1.06) 10 1.0§ 169
Income (loss) per share —fullv diluted!
As reported S .go0 S 149 $ 1y $ 302 S 13y
Adjusted for general inflation (1.32) (13 §7 2.39
Adjusted tor changes in specitic prices (.99) 13 1.04 154
Net assets at end of vear
As reported $2,198 82,129 $1,069 $1.951 S1.719
Adjusted for general inflation 4,038 4,016 1,041 3.88¢
Adjusted for changes in specihc prices 3,845 3,896 3,971 3,993
Excess of increase in general price level
of inventory, property, plant and equipment and
natural resources over increase in specitic prices $ 220 S 45 S 241 3 do
Gain from decline in purchasing power
of net amounts owed $ 86 S 17¢ S 23¢ $ 2131
Cash dividends declared per common share
As reported B $ 1.05 $ 1.20 $ 1.2 S 113 $ 1.03
Adjusted for general inflation 1.05 1.27 1.40 1.60 .52
Market price per common share
As reported $26.2¢ $20.13 S25.00 $16.38 $14.2¢
Adjusted for general inflation 26.2¢ 20.67 27.97 33.20 3466
Additional Supplementary Financial Data (Dollars in millions)
Total assets 85,160 $5,060 S4.512 S4,118 S3.344
Long-term obligations $1,618 S1.487 $1,227 St,109 $ 327
Redeemable preferred stock $ 209 $ 203 S 169 $ 165 5 —
Average consumer price index 289.1 272.4 246.8 207.4 196.4

'Before extraordinan items and accounting change in 1982,
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Georgia-Pacific Corporation and Subsidiaries

SELECTED QUARTERLY FINANCIAL DATA

Dollar amounts in millions

Second Quarter

Third Quarter

Fourth Quarter

First
1982 Quarter  Quarter Year-to-Date  Quarter Yearto-Date  Quarter  Year-to-Date
Net sales S1,199  Sigig $2,614 S1,422 $4.036  S1.366 Sg.402
Costs and expenses
Cost of sales 1,004 1,161 2,168 1,196 3,361 1114 4478
Selling, general and administrative (Note 2) R 92 177 91 168 126 394
Depreciation and depletion (Note 2) 75 90 165 90 255 o1 356
Interest 35 [ 87 46 133 53 186
Other income, net (Note 2) (33 (72) (105) — (105) 2 {76
1,166 1,323 2,489 1.423 3.912 1,423 §.33¢
Income (loss) before income taxes,
extraordinary items and accounting change 33 92 12¢ (1) 124 (57) 67
Provision (beneﬁt) for income taxes 21 29 — 29 (14) 15
Income (loss) before extraordinary
items and accounting change 2 71 96 (1) 9§ (43) 1
Litigation settlement, net of taxes (Note 10) — — — — — (56) (56
Gain on exchange of bonds (Note 4) — — — 27 27 — 27
Cumulative effect of change in accounting
for investment tax credits (Note ¢ 130 — 130 — 130 — 130
Net income (loss) S 155 S 7t S 126 S 26 $ 152 S (99) S 153
Per common share—Primary (Note 1)
Income (loss) betore extraordinary
1items and accounting changc S 23 S 68 $ 91 S (o1 S 90 S (.42 So4n
Litigation settlement — — — — — ¢ g
Gain on exchange of bonds — — — g 24 — 2%
Accounting thamw 1.23 — 1.23 — 1.23 — H 2y
\et income (loss) S146 5 68 S2e S S 238 S (9g S
Per common share—Fully diluted (Note 1)
Income tloss) before \.\traordmar_\
item~ and accounting change S 23 S 66 5 & S — S B9 S (39 S oo
Litigation settlement — — — — — (.1 {61
Gain on exchange of bonds — — — 24 24 — 24
Accounting change 1.19 — 1.19 — 1.19 — 119
Net income (loss) S142 S e $ 208 5 2 $ 131 S (90 S g
Dnldends declared per share S 30§ .30 § 6o S 3¢ S o9 % g S nog
Price range ‘of common stock!
High $20.63  S17.63 S20.2¢ 127.25
[Low S1g.3¥ Si3.2g S13.63 217.75
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Dollar amounts in million

L second Quarter Third Quarter Fourth Quarter
1rst
1981 Quarter  Quarter  Yearto-Date Quarter Yearto-Date Quarter Year-to-Date
Net sales S48 S $2791  Si.401 S4a092 S Segrg
Costs and expenses
Cost of sales 1,098 1,177 1,275 1,160 3436 1222 1455
selling, general and administrative R0 36 166 N Jey 73 127
Depreciation and depletion 70 70 140 73 113 oy 277
Interest 2 30 56 36 90 15 g
1,273 1,363 2,636 1366 3.992 1192
Income before income taxes 75 Ro 155 15 200 3o 13
Provision for income taxes 23 25 13 14 62 s 72
Net income S g2 5 gy S 107 S 31 DR ET e
Per common share (Note 1)
Primarv S 49 S 2 Stot S 29 Sty S S g
Fullv diluted 438 g1 .99 29 1.28 2 T
Dividends declared per share S 30 3 30 3 o 3 30 S 90 % 3> Sz
Price range of common stock'
High $32.38  S31.7¢ 527 63 1243
Low Sia4.50  3S26.50 S177¢ S177¢
'The amounts retlect the range of market prices of Georgia-Pacihe Common Stock as quoted in the New York Stoch Exchange —Composite
transactions. The New York Stock Exchange i the principal market in which the secunties are traded.
+3
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Georgia-Pactfic Corporation and Subsidiaries

SUMMARY OF FiNaxciaL PosiTioN

Dollar amounts 1n millions

December 31

1982 1981 1980 1979 1978
Working Capital
Current assets $1,330 $1,323 St.19¢ Si1.123 S 944
Current liabilities 778 894 787 676 474
Waorking capital 552 429 408 447 470
Noncurrent assets
Natural resources, net of depletion 899 872 774 764 o5
Properts, plant and equipment, at cost 4,642 4,513 3,994 3,476 2,988
Accumulated depreciation (1,840) (1,732) (1,494) {1,283) (1,123)
Net 2,802 2,781 2,500 2,193 1,865
Other assets 119 84 43 38 30
Total working capital and noncurrent assets $4,372 $4.166 $3.72¢ $3,442 $2.870
Source of working capital and noncurrent assets
Long-term debt, excluding current portion $1,618 $1,487 81,227 $1,109 $ 827
Deferred income taxes 550 546 427 373 319
Emplovee stock purchase plan 6 5 2 9 ¢
Redeemable preferred stock 209 203 169 165 —
Common shareholders’ equity 1,989 1,926 1,900 1,786 1,719
Total source of working capital and
noncurrent assets $4,372 $4,166 $3.72¢ $3.442 $2.870
Changes in consolidated financial position
Source of funds
Funds from operations - $ 413 $ 555 S g6a $ 608 $ 539
Other 26 — — — —
Financing
Debt— Notes, banks, and others 296 555 180 406 196
Equits — Common and preferred stock — 32 1 167 2
Total source of funds 733 1142 749 1,181 737
Use of funds
Cash dividends 119 132 130 121 10
Long-term debt repavments and current maturities 183 295 62 124 101
Additions (net)
Natural resources 90 1g2 66 297 11§
Propert. plant and equipment 170 §22 g1 §18 366
Miscellaneous 48 20 12 144 16
Total use of funds 610 1,121 7R3 1.204 703
Increase (decrease) in working capital S 123 S S 39 S 0y S 34
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SUMMARY OF OPERATIONN

Dollar amounts in milhons

Year ended December 31

1982 1931 1980 1979 1978
Net sales $5,402 Se4ig S;016 $¢.207 $4.403
Costs and expenses
Costs of sales 4,476 445§ 4,018 4,100 Ju410
Selling, general and administrative 394 327 o1 279 233
Depreciation and depletion 356 177 267 223 194
Interest 186 125 79 66 38
Other income, net (76) — — — —
5,335 5,134 +66¢ +673 3.87%
[ncome before i1 come taxes 67 130 351 534 528
Provision for in »me taxes 1§ 70 108 208 129
Income! 52 160 243 326 101
Depreciation 293 223 211 190 163
Depletion 63 54 56 38 3
Deferred income taxes 5 118 54 54 41
Funds generated from operations $ 413 $ 555 S 64 S 608 $ §39
Statistics
Income per share of common stock!
Primarv $ 48 S 1.1 S 233 S 3.0t 3 292
Fullv diluted .50 1.49 2.27 3.02 183
Cash dividends on common stock S 1.05 $ 1.2 $ 1.20 St.i2g $1.02¢
Shares of common stock and common stock
equivalents (in thousands) 106,370 104,400 104,000 104,810 103,000
Income as % of sales! 1.0% 3.0% 4.8% 6.3% 6.8%
Funds generatec from operations as % of sales 7.6% 10.3% 11.2% 11.7% 12.2%
Current assets to current liabilities 1.71:1 1.48:1 1.§2:1 (.66:1 1.99:1
Debt-to-equity? 7401 Joul 6§91 g7 481
Price range of common stock
High $27.2%5 $32.38 $34.88 $30.38 $312.¢0
Low 13.28§ 17.7¢ 21.60 23.40 23.60

'Before extraordinar items and accounting change in 1982,

*The ratio of debt-to-equity has been computed by dividing the sum of long-term debt (excluding current portion) by the sum of redeemable

preferred stock and common shareholders’ equit'\".
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