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{Dollar amownts, except per shave, and shaves ave i nallions) 1986 {985 Change
Net sales $7,223 $6,716 8
Income from continuing operations before extraordinary item 296 207 43
Net income 296 187 58
Per common share — fully diluted
Income from continuing operations before
extraordinary item 2.64 1.80 47
Net income 2.64 1.61 64
Depreciation and deplc tion 339 310 9
Cash provided by continuing operations 575 771 (25)
Cash dividends paid 97 94 3
Total assets at year end 5,114 4,866 5
Return on capital employed! 10.4% 8.7%
Return on common equity’ 13.8% 10.2%
Total debt-to-capital 26.3% 32.0%
Cash dividends declared per share of cornmon stock § 85 $ .80 6
Shares of common stock outstanding at year end 107 103 4
Number of common shareholders of record 66,000 74,000 1
Number of employees 39,000 39,000 -
© VThe method of calculating these amounts 15 dzsmbe& in the Financial Glossary presented on page 20.
72 296
Net Sales 67 67 [ncome from Continuing
(Billions of dolfars) Operations Before
60 Extraordinary ltem 253
(Milions of dollars)
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Letter to Shareholders
Georgia-Pacific Corporation and Subsidiaries

Nineteen eighty-six was a year of solid performance for Georgia-Pacific.
We invested to improve productivity and upgrade our product mix,

to add value and reduce costs. We have improved profitability, and our
financial position is strong.

Most important, the wealth of our shareholders increased. Your
shares appreciated, and your Board of Directors increased the quarterly
dividend to 25 cents per share in the fourth quarter.

Our net income rose to $296 million in 1986, 58 percent higher than
in 1985. Sales reached $7.2 billion, compared with $6.7 billion in 1985.
We capitalized on available resources, and improved profitability in an
economic environment of low inflation and moderate growth. We also
added value to our products and improved manufacturing efficiencies
with investments in existing plants and mills. We think these investments
will have higher rates of return than would investments in large acqui-
sitions or in building n >w facilities.

We see ample opportunities ahead for growth in building products
sales and profits. We expect single-family residential construction and
the remodeling, repair and additions market to remain strong in 1987,
but anticipate some decline in multi-family starts, partly because of
tax reform.

Weak pricing likely will continue to challenge the building products
industry during 1987 because of overcapacity in lumber and plywood
production. The 15 percent tax on Canadian softwood lumber exported
to the United States will give Canadian producers a new cost base
that will be helpful to U.S. producers.

We will continue to achieve growth in our building products sector
through internal investments and acquisitions that represent good pro-
duction and marketing fits for Georgia-Pacific. We will maintain our
strategy of integrating backward from distribution, as we have in roofing
and moulding products, for example.

Pricing improved for most of our pulp and paper products during
1986 as a result of decreased inventories worldwide and the lower-valued
U.S. dollar. Demand is strong for commodities such as market pulp
and linerboard, as well as for higher-margin printing and writing papers.
In the tissue sector, demand has improved slightly, but markets remain
highly competitive. We expect continued strength in our major markets
in 1987, with additional price improvements for pulp, linerboard
and other grades.

In pulp and paper we plan to concentrate on containerboard and
packaging, printing and writing paper, and tissue — areas where we think
we can be a major factor in the market. As we maintain our ability to
meet the needs of our external pulp markets, we also plan to upgrade
the value of our pulp by integrating forward into new paper capacity.
We anticipate continued growth during 1987 through both internal
investments and acquisitions.

Our capital investments in 1986 were $482 million. In 1987 we
expect to invest approximately $600 million, excluding possible acqui-
sitions. We expect that we will be able to fund this capital program and
pay our dividends without increasing debt.

While there will be opportunities to expand our markets in the
tuture, formidable challenges also will affect the way we do business.
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Not only are we operating in highly competitive businesses, but
the fiscal and economic environment in the U.S. and abroad also
presents challenges.

In the past 10 years, there have been eight major tax code revisions
and many other changes in law and regulation. American business needs
a stable tax environment to plan for the kinds of investments our
industry must make to be competitive in world markets. With enactment
of the new tax law, American industry lost investment tax credits and
accelerated depreciation rates, in exchange for the promise of lower
taxes in the future. If this promise is not kept, the effect on business
confidence and business investment will be dramatic and adverse.

These challenges, however, do not dampen our optimism about
G-P’s ability to compete effectively. Our return on equity has risen
from [ percent in 1982 to almost 14 percent in 1986, providing good
momentum for continued improvement. Qur management structure
and profit improvement programs are focused on achieving continued
growth in returns to our shareholders. We are optimistic about our
prospects for achieving the goal of consistent and superior returns on
our shareholders’ equity.

Your Board recently announced the appointment of Ronald P.
Hogan as executive vice president—operations. He has contributed
substantially to the growth of our nationwide Distribution Division,
and he will work directly with Robert A. Schumacher in managing
Georgia-Pacific’s operations.

We know you join us in thanking all Georgia-Pacific employees
for their fine contributions to our improved performance in 1986.

Pttt

Robert A. Schumacher
President and
Chief Operating Officer

I Marshall Hahn, Jr.
Chamnan and
Cluef Executive Officer

February 13, 1987
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Grorgia-Pacific Corporation and Subsidiaries

At Monticello, Mississippi,
Georgia-Pacific recently rebuilt a
linerboard machine, bringing production
at the mill to 2,200 tons per day of
strong, high-quality containerboard for
the corrugated box industry. (Left to
right) Danny Martinez, senior vice
president-pulp and paper manufactur-
ing; Ken Forehand, general inanager
and Karen Hanzlik, midwestern sales
representative-containerboard, are three
of the key employees making this mill
one of the industry’s finest.

< E]

32 . = e.a'g*

HEE I PR R

2 532 8 =z 3§ ] 2w 8

: 35C = 2P s

TE5®Lz 2 T 2§ Ef ey

338353 2F5s=3¢¥

LOS<x 3T - E5

~ AN S =R 5 2.5 2

St = 3 3 22 &F % 3

PEE:0 E e P ESE

3 EETT Y T EESET

QI35 2x + f§03¥§sE

@ ¢ o ¢ s e e 4 e e e o @ v v s 4 a4 s e e e 2 2 B s e e s s+ s 4« 4 4 e @ e s e s e e s e e e s
~ o N

o~ o IN] 9\
e N =) N
£ 2 x £

SGP 0030603



sl wesa







Georgia-Pacific Corporation and Subsidiaries

At Port Hudson, Louisiana, one of
the world’s largest and fastest uncoated
free-sheet paper machines started up
in April 1986. Instrumental team
members making this project a success
are (left to right): Dave Dimling, vice
president—printing paper division;
Jerry Kincaid, production manager—
fine paper and Ron Benge, crew leader.
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1943 @ The Georgia Distrib-

. uting Yard (GDY) is

. Jormed 10 serve supply

depots for the U.S. Army
Corps of Engineers.

Georgia-Pacific Corporation and Subsidiaries

Bellingham, Washington, is one of four
Georgia-Pacific mills that will produce
ANGEL SOFT® the new premium
bath tissue product that represents our
commitment to softness and quality.
Key Georg a-Pacific people in the
ANGEL _OFT bath tissue intro-
duction are (left to right): Leroy
Carlson-warehouse lead; Howard
McDowell, manager-paper operations
and Mike Wilson, vice president—
sales and marketing consumer and
commercial paper products,

1944 @

1945 ® Throughout the war

years (1941-1945)

Georgia Hardwood is

the largest supplier

* of lumber to the US.

Anmed Forces and is

awarded the Anny-Navy
“E” for its outstanding

support of the war effort.
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Georgia-Pacific Corporation and Subsidiaries

The Distribution Center at Atlanta,
Georgia, is one of 141 centers, which
have enabled Georgia-Pacific to estab-
lish a strong position in remodeling/
repair markets — including the rapidly
growing do-it-yourself (DIY) segment.
(Left to right) Ron Hogan, executive
vice president-operations (formerly
senior vice president—distribution), and
Mike Parramore, branch manager, help
make the Distribution Division

a unigue asset i Georgia-Pacific’s
building products group.
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Georgia-Pacific Corporation and Subsidiaries

Georgia-Pacific further strengthened
its position in the structural panel
industry with an oriented strand board
plant at Grenada, Mississippi. The
Sactlity uses the industry’s latest
technology, and has a capacity of 250
illion square feet annually. Part of
the Georgia-Pacific team that makes
it go are (left to right): Dave Mortensen,
senior vice president-wood products
marfacturing,; Steve Jackson, vice
president—distribution division mar-
keting and advertising and Jim
Vanderhoof, plant manager.
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Georgia-Pacific Corparation and Subsidiaries

Georgia-Pacific’s gypsum plant at
Brunswick, Georgia, produces wall-
board and joint compound along with
our highly successful new product,

- DENS-GLASS™ gypsum board.
Part of the Georgia-Pacific gypsum
team effort are (left to right): Horace
Batts-warehouse diagrammer; Oscar
Covington, plant manager and Glenn
Wilson, senior vice president —

gypsum and rocfing division.
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Georgia-Pacific Corporation and Subsidiaries

Georgia-Pacific’s roofing plant at
Hampton, Georgia, near Atlanta,
manufactures shingles and rolled roof-
ing for the rapidly growing Southeast.
= Georgia-Pacific added roofing produc-
tion af. r establishing these products in
its dist hution system. (Left to right)
John Kitkus, plant manager; Ric
Durand, general sales manager and
Don Glass, vice president-roofing
division, are some of the key people
making this marketing-to-manu-
facturing transition a sticcess.
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Georgia-Pacfic Corporation and Subsidiaries

Georgia-Pacific’s new Beaver Creek
resin plant near Grayling, Michigan,
began operation at the end of 1986.
The plant will manufacture adhesive
and wet strength resins, strengthening
the Chemical Division's position as

a leading supplier to the building
products and paper industries in the
Midwest. Three key Chemical Division
employees involved with this plant are
(left to right): Joe Newman, plant
rmanager; Steve Setera, sales manager~
Great Lakes Regron and Jim Taylor,

vice president-chemical division.
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Financial Glossary

Book value per common share — common shareholders’
equity minus the unamortized discount on redeem-
able preferred stock, divided by the number of
common shares outstanding (as of the end of

the year).

Current ratio— total current assets divided by total
current liabilities (as of the end of the year).

Effective income tax rate— provision for income taxes
divided by income from continuing operations
before income taxes.

Return on capital employed —income from continuing
operations plus interest expense (net of taxes) and
deferred income tax expense, divided by capital
employed as of the beginning of the year. Capital
employed is calculated as total assets, excluding
net assets of discontinued operations, minus
noninterest-bearing current liabilities.

Return on common equity —income from continuing
operations divided by common shareholders’ equity
as of the beginning of the year.

Return on sales (industry segments) — segment operating
profits divided by sales to unaffiliated customers.

Total debt-to-capital — total debt divided by the sum
of total debt, deferred income taxes, other long-term
liabilities, redeemable preferred stock and common
shareholders’ equity (as of the end of the year).
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" "Financial Review

Georgia-Pacific recognizes as its primary economic ‘Return on Capital Employe'd

: C - responsibility the need to improve the return toits - _-Return on capital employed 13 > (
’ ” shareholders. Our framework for establishing finan- measure ofpcrformance Retum as used here means
cial goals, measuring operating performance, making proﬁts after actual taxes pald bt before ﬁnanang

Investment deasxons and compensating manage-

S

is enhanced only ‘When' thc remrn generated onthe capltal employed meésured as of the begmmng of

' capital we employ is greater than our cost of capital. the year, is defined as total assets exciudlng net assets
While this principle represents our primary financial of discontinued operations, mmus nonmterest—
goal, we remain more concemed about long—term - ‘bearing current liabilities

performance than performance in any smgle year. Our long-term Ob_]eCthC in focusmg on thrs
ratio is to generate returns in excess of our cost of

T T
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S, B
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S
Furth Tim

y 111 u

v: T EA g

’ paxd for propemes requxre he pu
considerable value if retiirns commensurate w1th
risks are to be earned for the shareholder
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ont and Subsidiaries

S

During the last five years we havé gained on this " “This cash-generating ¢apadity was used to finance
long-term objective. Georgia-Pacific’s returnon . - a substantial portion of Georgia-Pacific’s growth.
capital employed was 10.4 percentin 1986, stillbelow - - From 1982 through 1986, cash provided by opera-
our cost of capital but significantly improved from .- tions accounted for 79.1 percent of Georgia-Pacific’s
1982 when our feturn on capital employed was only - otal cash sources. During that same period, oper-

. 2.5 percent “Ovef this period of time, we completed 3 ating cash flows were supplémented with $643
amajor program of divesting uniderperforming assets ---. “million of cash proceeds from asset sales and liqui-
as well as assets unrelated to core forest products - - ‘dation of investments, including the divestitures of
businesses. The cash generated from these divesti- - the company’s Chemical Packaging Divisionin 1986,
tures enabled us to reduce debt as well as make sub- -~ -w#its oil and gas subsidiary in 1985 and its commodity
stantial capital investments to reduce manufacturing - ¢hermnicals subsidiary in 1984.

costs and upgrade product mix. Georgia-Pacific’s s S

dranons
anons._ L.
pr‘t’o_ Sale
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m’operation:
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kmvestrpnen
:

Liquidanon
2 of Investments 643
; Other 100
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more re than $2.2 billion on capltal prolects mcludmg“
* more than $1.9 billion for | property plantand equip- -
ment and $319 rmlhon for nmber and tlmberlzmds :

<+ Capital expendltures are categonzed as defenswe
those Ger“ Tia- Pacxﬁc must make to stay in busmess

ot lA’deb tufgé"f:ap‘lftal by

m*,

stock and common shareholdeéggeqmt‘ (as ¢ ST 'he

g ‘ments as we]l as
. is de51gned to ens

Tocal debt: -to- capltal has been reduced t0.26.3 .

“high rojec thintern : bt SRR LRI

gh return p gjects, both'i : percent from 42:1 percent since the end of1987
acquisitions, to substantiate the achievement of During that time, total debt has been rcduce( to
'targeted rates ofreturn_. < A ) 812 bllhon from $1.9 billion. oo




Dividends . - . -7 Liquidity and Caﬁital Résources
We recognize the importance ofd1v1dends inaddition Cash provided by coriﬁnuing operations amounted
to stock performance as part of the total return to to $575 million in 1986 and $771 million in 1985.
Georgia-Pacific’s shareholders, As reflected in the - -~ - The 1985 amount includés '$150 million of cash

. chart, quarterly dividends were reduced to 15 cents generated through suceessful eﬁ'orts in reducing

" per share late in 1982 in response 'to depressed edrn- inventories and recelvables in response to depressed

S 24 ings levels over several years. Consistent with our . “- business conditions. A normal build-up of inven-
guideline of paying approximately one-third of = . _ tories and receivables oc_curred as conditions
sustainable earnings, the quarterly dividend rate was - - - improved in 1986, requiring the use of $121 million

e - increased to 20 cents per sharein mid-1984 and «+-of cash. Cash flow from ¢continuing operations,
again to 25 cents per share in late 1986 as i . . supplemented with $92 million proceeds from
Georgia-Pacific’s proﬁtablhty 1mproved -~ 7 liquidation ofinvestments md $79 million proceeds

T
structun g0

TR

iy p‘~

cib gmmng m 2006 er‘

o{t‘es due Apnl 15, 1987

a2y

qlled for’ redempnon or "
" n‘l" .

t ansactlons

1986 were rct]red “and -
#$87 million of 5%% convemble subordinated de-
: bentures due April 1, 1996 were called for redemp-

: tlon By the redempnon date, 2,790,000 shares of
common stock had been issued upon conversion of
$86 million ofdebentures at $30.87 per share, and

$1 mﬂhon cash had been paJd for debentures that

i ' ' SGP 0030623
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: At the, cnd of1986 Georgla -Pacific’s total t 3
- :debt-to- capxtal had been réduced to 26.3 percent cxpendltures in 1986 were in the pulp ind paper
-from its 1985 year-end level of 32.0 percent. The segment. A major pTOJCCt to upgrade‘producnon
:Corporation has been authonzed by its Board of . r
.. Directors to purchase commion stock in the open .
* market or in pnvately negénated transactions in o

Bt -

; ,order to mamtzun total debt—to-cap1tal withina target _

acthc atour Palatka Flonda fac1h£); énd to cxpand
s .andv;nodermzc four dxspésabfé alapér faciliies ="
. should provide ﬂcx1b1hty for both internal and :acquired in 1985. Both pro_]ccts should be o
extcmal investment opportumtlcs as they arise. _ complcted inlate 1987. . - .

“At Deécéinber 31, 1986, “the Corpotationhad >4 :*The building products segment aceounted for
$250 million of debt securities registered for sale with _ <approx1marely 40 percent of total capltal expendi-
- ,th;_S rities and Ex’hangé C mmission under turesin 1986 This mcludcs the acqulsm’or ofa

A il 1*«‘-“« el

pany thh fl

,t PN

tkansa'sv and the acqmsmons of ,three o ldmg :

con'dmons“for restructuung emsnng debt
’ﬁ""tﬁ&i% ‘h(-x*:é:‘? ? ;4;‘ e K
ns cx15

. ¥an

ot 3i' 17986 ofwhich

= PGT

‘ 'avallable ﬁnanCng S¢

R S

adcquate to ﬁnancc growth and to meet operatmg
o e

“and hqmditfl'ri“e‘é'ds for
] N SRR
kin

69,000 svarrant 'The"Corp
SR *
: mﬂhon v stm n

AR,

1986 ﬁgurc mcludes 1f1‘}estments in propcrty, planr R

4. and equipment of$426 mﬂlmn ($390 million at - = v .-
. existing facilities plus 336 mﬂhon of acquisitions) .

..and $56 nulhon of umber and tlmberlands acquisi- .

A\uf et d

*-tions. Capxtal expcnanures of_approxlmately $6OO

- : ‘ . SGP 0030624




eorgia-Pacific Corporation and Subsidiaries

In July 1986, the Corporation completed the

< sales of its Chemical Packaging Division assets to two

unrelated parties in separate transactions. These .. -
ales genetated cash procéeds of approxxmately

In Novembcr 1986 pursuant to the settlement
.ofa condemnatlon proceedmg w1th the cheral
governmient, the Corporation rccelvcd approxi- .

»mately $14 million in cash. A $10 mllhon extraor-

dmary gain, net of rclated income taxes of $4 mllhon,~

1986 Compared th 1985

_ Georgla -Pacific’s ;onsohdated net sales of $7.2 billion

- per share on a'pnméfy b : is) fromi$207 million

($1.83 per share) i 1985. A'$30 million loss from
discontinued operatlons, w}uch was partially offset

by a $10 million cxtraordmary gain from settlement
- ofa condemnatlon suit lowergzd 1985 net income
" to $187 mﬂhon ($1.¢ 64 per share)

Rcturnon o ! ty, calculatcd asincome




adopted Statement of Fmanaal Accountmg Stan-*
dards No.87, “Employers Accounting for Pensions™
~This change in accountmg principle increased ..
-income from contmumg opcratlons approx:matel

effect of i mcreasmg 1986 income from contmumg
" operations approxxmately $8 million. '

.., ..Income from continuing operations also in
cludes 2§33 million pre tax gain from hqmdanon
of mvestments i 1986 and ?*519 mxl_hon pre-

o 2T

ces-were lower on aver- .’

‘into taxable mcome. Gwen ‘the present accountmg
" rules and our exp‘ectatlon of continued irivestment
“in capital assets, it is unlxkely that the eﬁ'ect of loyver
“tax rates on emstmg deferred tax balances wxll sig-
nificantly affect fufure operatmg results. However
if the liability method of accounting for income taxes
. were to be adopted asis currently proposed by the
‘. “Financial Accéunting Staridatds Board, emsﬁng
: deferred tax balances would be reduced

"The remaining discussion refers t6 the “Selected

Industry Segment Data” table.

Sales in thc pulp and paper segment | reached 7
$2 3 bllhon in 1986 69 percent hxgher than the’ 1985
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_ ST Results in the prior year were hampered by lost . 87 percent from 8.5 percent. The improved results
production time due to labor problems and several - . - wereachieved despitelower average prices for lumber
major equipment coriversion projects. Average prices and plywood sheathing in 1985. Competition from
for pulp, linerboard, kraft paper and commercial - *Jow-cost Canadianlumber imports and excess

_ . tissue were hxgher in 1986 than in 198 . Prices for -industry capacity,in plywood sheathing markets

L .pnntmg papers corrug ed boxe and multlwall held prices below’ leve]s hﬂstoncally experienced

c % dunné '19.86, pariieu ‘with similar levels of demand. Reductions in

larly late in the year, although average pnces for-the"- »Georgla—Paaﬁcs fiber and conversion costs and

year were lower than in 1985, We expect continued - strong gypsum markets helped offset the effects of

+ improvement in most of our pulp afid paper rharkets - # - these pricing conditidns. Gypsum operations were

in 1987 especrally commodxty 8t such as pulp, »thxs segment s most proﬁtable in 1985 although

CSth inventories, resulting
ibi T ofthls segment s major

quarter on sales whi h were 23 percent below the
fourth quarter of 1984. .

.~ General corporate charges decreased to $33
million from $68 million in 1984. Much of this
ucuon is attnbutable to intérést and d1v1dend
income on the debentures and preferred stock
obtained from the sale of a commodlty chermcals

Interest expense dech ed to 3132 rmlhon in
1985 from $156 million in 1984 This reduction is
primarily attributable to increased capitalization of

: The remaurung ‘discussion refcrs to the “Selected

--Industry Segment Data” table. ‘ e . interest as a result of the large capital expendxtures
Sales in the building products segment were program in 1985, Total interest costs of $162 million
_ $4.5 billion for both 1985 and 1984. Operating in 1985 were slightly lower than the 1984 level of
profits increased to $391 million in 1985 from $379 $167 million.
: million in 1984, as the return on sales improved to For a discussion of “Income Taxes”, see Note 11.
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guardcd and that acco Inting ecords are rchablc. : ‘standards and, accordmg Y, | mcludéd such tests o
Management bchevcs that thc proper mtemal con- of the accountmg records and suc :

R&‘f
A 986 d 1985 and the rcsults of

eir pcranons and the'chan S
= 33 Sa v

ce ,years n the’

: Ewcunw Vice President and
” Chtg[ Fmanaal Oﬁiter

T Marsha!! Halmn, _]r
Chairman and
Chief Exeative Qfficer

& C © Februany 13,1987 - B ' S : .
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(Milli;m:s, except per share amounts)’

1984

" Net sales

$6,682

Costs and expenses
Cost of sales

5,441
426
282
156

6,305

377

26
(160)

(134) -

~»:%‘.E"

aordin

1197

$ 119
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“Income ﬁ'omcontmumg operations before
' Depreciation " o

Casth dicitiemdis g

T (o) im ot
o Balhmae ax hoygimg of wear
s S Badlanee srond of year

wintegnilpariagfilivsscfinneiail 11ss.
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Deéember 31

(Milhons, except shares a:;d;);'rsl;z}ﬁ‘;zirlou'xls) o . ST L1986

Assets
Current assets

Cash 62

72w . Receivables, less allowances'of_$21 and $19 569
Inventories ¥ .. ' o - . 634
26

_> " - Prepaid expenses .

1,291

Timber and timberlands, net - - o o e 804
S S Properry,planta’x;déqulpment S - ’
Lgnd_ar}d_ipprdyén}ehts,'bLii]dings, machinery and equipment, at cost ] 4,741
Accumulated aepref:‘iaftion e N =N BT (2,361) (2,135)
G : ‘ 2,691 . .. 2,606
Ry

154

R
dra

o
“térm |

O_t]; r';i'pp'g

4 Cominitments a

T S Y RAST R - TR gis N .
djustable rate convertible prcfcrredVStock, without par value; authorized
10,000,000 shires (involuntary liquidating value $39.00 per share)

om_mb:p;' ‘s}ja_rlch.ol‘d'enrs’__éqq’iiy Lo L L
Common stock; par value $.80; authgrized 150,000,000 shares;

107,987,000 4nd 104,368,000 shares issued -7 "

83

Pk

1,004
ST 1,114
= Commor stock. at cost; 639,000 and " :
1143000 sharcs PRER LA 7 (35)
? Accumulated translation adjustments (19)

2452 . .. 2,147
85,114 77 $4.866 -
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Shares:lssutd Shares, Trmsury ' ' o fh e T Total

103,344,000 1, 829 000 Balanceat December 31,1983 $2,013
g . -+ Neti income ‘ : )
- Cash d1v1dends declared
'Common stock -
. Preferred stock ~
Common stock 1ssued
= Stock opnon plans
- Employec stock purchase plan
Translation adjustments
Other

104,115,000 1,589,000 . Balanceat December 31,1984 . . ~5;;»2,0:§5_
Netincome .- ]87"

Cash d1v1dcnds declared
Comm on stock
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Note 1. Summary of Significant
Accounting Policies
Principles of Consolidation.
The consolidated financial statemcnts include the -~
accounts of Georgla-Paaﬁc Corporanon and
, subsxdxanes (Corporaoon) All sxgmﬁcant inter
company | ‘balances and transactxons are ehmmated
in consolidation. nie : -

The average number of shares used in the income
per common share computations for 1986, 1985 and
1984, respecﬁvely, 'were 104,782,000; 103,432,000
and 102,293,000 for primary and 107,504,000;
106,550,000 and 105,336,000 for fully diluted.

Inventory I/Zzluatxon
Inventories are valued at the lower of average cost
or market. lnventory costs include costs of materials,
labor and plant overhead The major classes of
mventorles were as follows

December 31

product groups. Managcment believes this pooling
change minimizes the'i 1mpact of price level changes
on mventory valuauons thereby achieving a better

-+ SGP 0030633



“Year mdtd Derember.?l T

Interest expense

(Millions) 1986 . - 1985 - 1984

" Toual interest costs - $147  $162 $167
Interest costs capitalized (9) (30) (1
~$138 - $132 $156

Reclass ﬁcatrons.
Certam amounts have becn rec13551ﬁcd in 1985 and

':ﬁ1984 to conform w1th the 1986 presentanon
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Note 2. Unusual Items ‘Exchange prior"éé',t'lle sile, net cash proceeds were

The Corporationrealized certain gains duringthelast . approximately $136 million at closing. Also during

three years which are considered to be unusualitems: - = 1985, the Corporation sold its Polymer, Inc. sub-

9 el sidiary, whose prmapal asset was a color concentrate

. plantin Farmmgdale, N w’York for $8 million

in cash.
In Deccmbcr 1984, the Corporation sold its

commodity cherrucals subsuimry, Georgia-Pacific

L1qu1dat10n ofmvestments
. Sale oftlmbcr]ands S
‘qulc_ofﬁPortland office

- Chemicals, Inc to the executive group managing
»-that busineéss: Under the terms of the agreement, ¥
the Corporation rccelved $192 million in cash plus

debt, preferred stock and warrants which had an

TR
~he;Cor1;l>or tion mtlaUy cstxmated a 3160
£ {}_‘ﬁ:ﬂ D SN

2 8
d 151 osal OfdlSLonflnqu operatlons

C
e 'w. wmr-k 3

Vi) 1198 (NG

0
-m:

deax‘é’éﬂgi?‘.
«was‘?w1sed in the 1985 thlrd quartcr
e e g B
it wlnch tirie a‘n‘éddmona] 330 million loss net of 43

- ooy

7 meétax-beﬁﬁ”¢ﬁts of$l4 nillion;* ‘was
'Pr‘ltho H dc ision fo disposc ofthese

S e e

R A
of c mmon stock Ne1th rthc,preferred

3-he unaerlymg comion

BT iy

L
lmng warrants n
R
,regxstcge

Cash prgwded by dlscontmucd opcranons
o

a7
time over.a’ thre

L

Ages e P
year;pcno d pr
G L

nulhofﬁév “f"é&or(gi_‘cf_g

;(loss )gnct o'ftaxc
e M Ao S
‘non tems

3(13) o810
090N
144 152

s117 s291

T income taxcs of$4 rmlhon had becn recorded in
“In Septembcr 1985 “the Corporatlon sold 1985 upon cntry of thqudgment

its Exchange Oil & Gas Corporation subsidiary
(Exchange) Aftcr adJustmg for cash received from
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37

Note 5. Retirement Plans

Defined Benefit Penston Plans.

Most of the Corporation's employees participate in
noncontributory defined benefit pension plans. '
_These include plans which are administered solely
by ‘the Corporanon plans which are administered
“jointly by the Corporation and other employers or

labor unions,and umon-adrrumstered multlcmploycr

plans. The Corporanons fundmg pohcy for solely
administered plans is consistent With the applicable
-requirerrients of Federal law. Contributions to ..
jointly administered and mulucmployer plans are
gcncrally based on ﬁxcd hourly rates as set forth

rvice, Thé C 'rporatlon

i

before income taxes in 1986 prmc1pally dueto )
amortization of the szxal excess of plan assets over
the projected benefit obhgamon over estimated
remaining service penods_rangmg from 10 to 17 .
years. Net income mcreasz _,approxxmately 311
~million as a result ofthxs i
7.+ The table below scts rth'e A
“the solely andjomtly adrmmstered plans ‘and the »
“arhounts recognized in the accomp:mymg Balance
Sheets. The weighted average discount rates and
«ates of increase in fyture compensatlon levels used
in determining the prOJected benefit obhgatlon were
8.0% and 6.0% at Nov;mbcr 30, 1986 and 9.0% and
760% at NovcmberV3O‘1985 ‘The cxpectcd lon

\I( a

Syt

al cstatc' At

pspecnvely, at December 1
-term habxlmes

? Ef?t’ex?’of Assets
=
1
: L g 2
Eﬂ"ect of projected future Edmbénsa on'levels 2
Projected benefit obhgatxon at Novcmber 30 4
Plan assets at fair value at November 30 "% 3! 497 g 402 3
Plan assets in excess of(]ess than) p[‘OJCC(Cd benefit oblxgauon 125 . 128 (11
Contributions made in Deccmbcr‘ - 3 ) -
Unrccogmzed net loss 10 . R
Unrecogruzcd prior service cost - - 2 —
Unrecognized net (asset) obhgatlon from mmal apphcatxon :
of SFAS 87 R (120) 1.
Prepaid (accrued) pension cost it Décéi'nber 31 o822 (
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Pension expense included the following components currently retired employees and to amortize the

in 1986: actuarially determined cost of active employees’
- retirement benefits over their estimated remaining
(Millions) - S service period. The Corporation previously ex-

pensed these benefits as paid. Management belicves
this change Tesults in a better matching of the costs
of retiree benefits with the periods benefited from

th periodic pension cost for so]ely and
Jomtly ddministered perision plans’ :
Servrce cost of benefits earned © 7 s

Imcr;it C‘:t on projected benefit : 26 emrloyee service. The effect of the change on the
obligation - s . . .
O Actual return on p]m assets (79) accompanying financial statements was not material.
: N S “Net amortization and deferral -~ - =~ T 38 e A e

7 Note 6. Industry Segment Information
Tl”’ Corporatlons pnmary operatlons are reportcd

s\ . . RS

Contributions to mulncmploycr
. pension plans ..

Th Ccfrporatron alsc; sponsors a Savmgs and apltal

T St By

: Savmgs 'Plan) 10, Provide: hglble ?

«'Theé cést of the Savings Plan Was $15 mmillion -
in 1986 and $13 million in 1985 In 1984, the
) Corporanqn conmbuted $5 rrulhor_rto its former

= RS
1o
to

-Bui]dmg'Pmductsr S

Pulp & Paper S

Orther Lo B

‘ . . TTEE. B 20 2

[§)

» - [ 16
- ‘ - ' Retiree Health Care and Lfe Insurance Bencﬁts ‘ ' 17 ]|6 |
: The Corporation also provides certain health care S g
and life insurance benefits to eligible retired em- N
ployees. Effective January 1, 1985, the Corporation
. changed its method of accounting for these benefits
. “-’+ . toaccrue the full actuarially determined cost for I

- . SGP 0030637
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AC I

g

- . Continuing opératioris .~ “- -’

- Discontinued operations, net

(Millions) ) 4 Sales to Operating
Unaffiliated  Intersegment Profits.
“Customers Sales (Losses)

Depmmrxon : ’.:Cgpilal

Assets’

Year ended December 31, 1986

Building products. - . . $4,853 $235 $500
Pulp and paper = - 2,281 % 146
* Other opem‘dér{s*-' CBY 35

+ T e 7,223 . 681

 Eliminations and ad_;ustments oo
Intcrscgmcnt sales " o - ‘ -
Timber dind timberlands - - L= —
Unusual items {Note 2) =
General corporatc .

Interest expénseé
[ncome taxes

Intersegment sales *
Timber and umberlands -
Unusual items (Note 2]
General corporate
:Interest expense
Income taxes

(420) ‘ (420)'

5 (143)
- 253
. (134)
$119
Inrmcgmml sales are recorded at estimated  fair marleet values and income on siich sales is included in opéerating profits (Iosse:) .
Timber and timberlands have not been aflocated to industry segments because they are managed jointly to supply raw marenal: fo borh the building produfts and’

pulp and paper segments.
Logs and residual fiber are included at cost in the operating profits of the various manufacturing facilities.




Note 7. Indebtedness
Long-term debt consisted of the following:

Year ended December 31
(Millions) "

Commercial paper and other
short-term notes  _ _
Notes '
16 )%
‘Floating rate, currcndy 6. OO%
due 1987 -
13%2% due 1994, redccmablc
after 1991
S/a%
Yo duc 1990, rcdecmablc

1987 through 1990 ]
Discount term debentures, effective
interest rate 11.30% due 2015 . -

rmlhon in 1987 3102 mxlhon in 1988 $23 mllhon in-

1989 $77 million in 1990 and $28 mllhon in 1991.

“. As of December 31, 1986, the Corporatwn had .
three bank revolvmg credit agreements providing’
for aggregate lines of credit of $700 million.

. also retired 365_ mllhon of 145/8% notes in Aprll
- 1986 and redeemed '$150 million of 10.10% notes
* in June 1986. The Corpdration purchased $26 mil-

One of these agreements is with nine domestic
money center banks and establishes a $385 miillion
unsecured revolving line of credit ungl May 1, 1989,
at which time the’ outstandmg balance may be
~ converted to a term loan repayable in eight equal

: - semiannual mstauments beginning on June 30, 1989.
’ Commitment fees during the revolving loan period "

are % of 1 percent of the daily average unused
available credit. The interest rates associated with
, :this agreement are based on either the prime rate,
 certificate of dep051t rate or the offshore rate.

A second agrecmcnt is w1th ten banks and

% ShN., L NE A OO,
A third agreemcnt is w1th f ur_banks :md

s SR e L

est%bhshes a 3100 dnillion

suppor commi

dA“’u&

xl‘;‘ @“w'h’« S R

or rcplacmg the' /it

On Mirch 1986 the Corporatxon xssucd
$150 million of9‘/4 % sinking fund debentures due
March 15, 2016 The debentures require the Corpo-

”»

“in the

lion of its outstanding 12% % sinking fund deben-
tures in June and redeemed the remaining $74
million in December 1986.
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Georgia-Pacific Corporation and Subsidiaries

On June 15, 1986, $14 million of zero coupon
debentures were retired as scheduled. The remaining
zero coupon debentures may not be redeemed prior
to maturity. The discount term debentures do not
bear interest prior to June 15, 1990 but bear interest
thereafter at 11.30%, require the Corporation to

41 make sinking fund payments commencing in 1996
and are redeemable (subject to certain restrictions)
at any time on or after June 15, 1990 at the
Corporation's option.

In the fourth quarter of 1986, the Corporation
called for redemption its outstanding 5% % con-
vertible subordinated debentures. By the redemption
date, 2,790,000 shar-s of common stock had been
issued upon conversion of $86 million ofdeben—
tures at $30.87 per share, and $1 million

been paid for deben: ares that were redeemed.

Capitalization
(Billions of dollars)

4
R g 20 20 2
* Totl Debt™¥ °* EAREEN I I B
Deferred Taxes and Other .
Long-term Liabilities
Redeemable Preferred Stock
’ - 19
y , : 6 y S5 14

In December 1986, the Corporation terminated
two interest rate exchange agreements which were
being used as hedges against anticipated future
rollovers of § 102 million of commercial paper
borrowings. The Corporation paid $25 million in
termination fees which are being amortized to interest
expense over the periods from termination until
the original 1991 maturity dates of the terminated
agreements.

At December 31, 1986, the Corporation had
registered for sale up to $250 million of debt secu-
rities under a shelf registration statement with the
Securities and Exchange Commission.

The floating rate notes are convert:ble by the
holder, prior to Apnl 1, 1987 mto 8%2% debentures

*due'2009, and 3t tedecimnable in whole or in part at

the Corporation’s option. Prior to Apsi. 1, 1987, the
Corporation may also convert the notes into fixed
rate debentures due 2009 at a defined premium over
the yield on 30-year Treasury securities, but not
less than 8%2%. The conversion by the Corporation
is subject to the election by the holder to have the
“notes mature on the spccxﬁcd Eonversion date. The -
mterest rate on the notes is adJustable semiannually
to a rate based upon the six-month Treasury bill rate
plus a specified premium.

AtDecember 31,1986, $63 million of long-term
debt was secured by property and timber with a net
book value of $§136 million, including $83 million
t book value (original cost $198 million) relating

-'to ¢ertain manufacturing and pollution control facil-

ities which were financed with the proceeds from
revenue bonds issued by govemmental units and
guag‘antecd by the Corporation. The Corporation
leases such facilities from the governmental units
and pays all costs incidental to ownership of
‘the’properties.

Certain insurance company loan agreements
place limitations on cash dividends that can be paid.
The amount of retained earnings available for cash
dividends under the most restrictive covenants of
these agreements is approximately $872 million. In
addition, the agreements require the Corporation
to maintain a minimum of §250 million of consoli-
dated working capital and impose certain limitations
on additional borrowings.
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Georgia-Pacific Corporation and Subsidiaries

Note 8. Redeemable Preferred Stock

Adjustable Rate
Convertible Preferred Stock

Series  Series  Series

(Millions) A B C  Total
Balance at December 31, 1983 $148 $33 8§34 3215
Shares repurchased 32) - - (32
Amortization of the excess of

involuntary liquidating value
" over fair value at issue date 3 1 3 7
Balance at December 31, 1984 119 34 37 190
Shares repurchased (32 (8 — (40
Amortization « fthe excess of

involuntary liquidating value

over fair value atissuedate - ~ < - 3 v~ 3 . 6
Balance at Dec.mber 31, 1985 90 26 40 156
Shares repurchased B2 @ (1) (50
Amortization of the excess of '
. involuntary liquidating value ..

over fair value at issue date 3 1 3 7

$ 61 820 832 113

Balance at December 31, 1986

The number of shares of adjustable rate convertible
preferred stock (preferred stock) issued and out-
standing were as follows:

** December 31
1986 1985
_SeriesA 1,656,000 " 2,484,000
“SeriesB T T 573,000 " ~"765,000
" SeriesC - . SOl 471,049,000 - 1,318,000
* Total C 7T 3.278,000 . 4,567,000

The preferred stock was recorded at fair market
value on the date of issue. The excess of involuntary
liquidating value over such fair market valueis. .
being amortized over a ten-year period by a charge
to retained earnings and a corresponding credit to
preferred stock.

Subject to adjustment for common stock divi-
dends and splits, each share of the preferred stock
has a conversion price of $39.00 and an involuntary
liquidating value of $39.00, and is convertible into
one share of common stock and 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.

Eachshare of preferred stock is entitled to receive
cumulative quarterly cash dividends at the annual
rate of $2.24. Such dividend rate is subject to increasc
up to a maximum of $4.00 per share should the Cor-
poration fail to make the scheduled purchase offers,
as described in the following paragraphs, unless the
average of the last reported sales prices for the Cor-
poration’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 the price of the Corporation’s
common stock and the appropriate action by the
Board of Directors, the Corporation has the option
to make offers to purchase, at a price of $39.00 per
share plus accumulated dividends, a specified numbe:
of shares annually. In 1986, the Corp~ration accepted
tenders for the purchase of approximately 828,000
shares of Series A, 192,000 shares of Series B and
269,000 shares of Series C preferred stock at $39.00
per share. Based on the price of its common stock,
the Corporation has elected not to make a purchasc
offer in 1987. The optional preferred stock purchasc
offers for the years subsequent to 1987 would be for
approximately 1,289,000 shares in 1988, 458,000
shares in 1989 and 242,000 shares in 1990.

The preferred stock will be subject to optional
redemption (Series A— 1987 through 1988, Series
B —1987 through 1989 and Series C — 1987 throug|-
1990) at $39.00 per share plus accumulated divi-
dends provided that the average of the last reported
sales prices for the Corporation’s common stock fo
a prescribed period of time is at least 125% of the
then conversion price of the preferred stock. When
these conditional redemption periods expire, the pre-
ferred stock may be redeemed, without limitation,
at $39.00 per share plus accumulated dividends.

Subject to certain limitations, the Corporation
is required to redeem on an annual basis, as a sink-
ing fund, approximately 414,000 shares of Series A
beginning in 1988, 96,000 shares of Series B
beginning in 1989 and 134,000 shares of Series C
beginning in 1991, at $39.00 per share plus
accumnulated dividends.
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Ceorgl'a~Pacxj‘ic Corporation and Subsidiaries

Note 9. Common Stock

At December 31, 1986, the following authorized
shares of the Corporation’s common stock were
reserved for issue:

1987 Employee Stock Purchase Plan 2,000,000
1984 Employee Stock Option Plan 4,103,000
Conversion of redeemable preferred stock 3,278,000

9,381,000

The Corporation called its 5% % convertible sub-
ordinated debentures during 1986, which resulted
in the issuance of 2,790,000 common shares to

holders who elected to convert their debentures . .

into common stock at a conversion price of $30.87
per share (Note 7).

During 1986, the Corporation adopted, subjcct:

to shareholder approval, the 1987 Employee Stock
Purchase Plan (Purchase Plan). In connection with
the Purchase Plan 2,000,000 shares of common

d f ,1ssue at a subscription price

scribers have the option to receive their payments
plus interest at the rate of 7% per annum in lieu of
stock. The Purchase Plan expires on March 31, 1989.
The Corporation issued 829,000 shares during
1986 under the 1984 Employee Stock Purchase

Plan, which éxpired on October 31,1986, - ax27s

In connection with the 1984 Employee Stock
Option Plan (Option Plan), 4,103,000 shares of

common stock were reserved for issue. The Option

Plan prov1des for the granting of stock options to
certain officers and employces Holders of stock -
options may be granted cash awards, payable upon
exercise of an option, of an amount not to exceed
100% of the amount by which the market value

of the common stock, as defined, exceeds the option
price. In addition, holders may be granted rights

to surrender all or part of the related stock option
in exchange for common stock with a fair market
value equal to the amount by which the market
value of the common stock, as deﬁned exceeds the
option price.

Compensation resulting from stock options and
cash awards is initially measured at the grant date
based on the market value of the common stock, with
adjustments made in subsequent periods for market
price fluctuations. The Corporation recognized

.53 “The subscnptlon period began T
~_]anuary 30, 1987 and ends on March 13, 1987. Sub-

stock options compensation expense of $33 million

in 1986, $6 million in 1985 and $4 million in 1984,
Additional information relating to options

is as follows:

Year ended December 31

1986 1985
Options outstanding
at January | 1,226,000 1,710,000
Granted 1,408,000 -
Exercised/Surrendered (1,107,000} (453,000)
Cancelled (36,000) (31,000)
Options outstanding
at December 31 1,491,000 1,226,000
Options availabie for :
“sa-grant at December31 -« - 2,612,000 3,986,000
Total reserved shares 4,103,000 5,212,000

Options exercisable

at December 31 oo 115,000 1,226,000

Option prices per share

Granted SR ‘Z-Ef“: L $26 —
Exercised/Surrendered - | -7 $21-825 $21-%25
Cancelled L

. $21-%26 $21-§22

The shares and pric<':.s relating to the Purchase Plan,

‘the Option Plan and the redeemable preferred stock

are subject to adjustment for certain changes in the
capital structure, including common stock splits
and stock dividends. . ~

. 41.25
:Commc;; Stock
Price Range
(Amounts in dollars)
S 31.88
2575
2475
2238
2050
18.00
13.25

82 83 84 85 86
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Georgia-Pacific Corporation and Subsidiaries

Note 10. Commitments and Contingencies
The Corporation is a 50% partner in a joint venture
(GA-MET) with Metropolitan Life Insurance Com-
pany (Metropolitan). GA-MET owns and operates
the Corporation's office headquarters complex in
Atlanta, Georgia. The Corporation accounts for its
investment in GA~-MET under the equity method.

During 1986, GA~-MET borrowed $170 million
from Metropolitan for the primary purpose of
retiring debt incurred from the acquisition and
construction of the Atlanta headquarters complex.
The note bearsinterest at 9'/2% and requires monthly
payments of principal and interest with a final in-
stallment due in 2011. The note is secured by the land
and building of the Atlanta headquarters complex.
In the event of foreclosure, each partner has severally
guaranteed payment of one-half of any shortfall
of collateral value to the outstanding secured
indebtedness. Based on present market conditions
and building occupancy, the likelihood of any obli-
gation to the Corporation with respect to t}us
guarantee is considered remote. -

During 1986, the Corporation adopted a pro-

-gram to self-insure for general liability claims up to

$25 million in amount. These risks were previously
insured with a nominal deductible amount.

- Note 11. Income Taxes
" The provnslon ‘for income taxes is based on pretax
*‘financial accounting income which differs from

taxable income. Differences generally arise because
certain items, such as depreciation and capitalized
interest, are reflected in different time periods for
financial accounting and tax purposes.

The Corporation uses the flow-through method
of accounting for investment tax credits. Under the
flow-through method, investment tax credits are
recognized as a reduction of income tax expense
in the year the qualified investment is made.

The provision for income taxes for continuing
operations consisted of the following:

Year ended December 31
(Millions) 1986 1985 1984
Federal income taxes, net
of investment tax credit
Current $ 79 §13 $ 40
Deferred 87 84 90
State income taxes 23 5 13

$189 $102 $143

The difference between the ordinary Federal in-
come tax rate and the Corporation’s effective income
tax rate for continuing operations is summarized

as follows:

Year ended December 31 ~i
1986 1985 1984
Federal income tax rate 46% 46% 46%
Increase (decrease) as a
result of .
Value of umber )
appreciation taxed .
at capital gains rate ()] (10)

Investment tax credit 3 (10)
.~ State income taxes,
net of Federal
benefit ) 3 3
Other 1 4

. 39% 33%

‘ the mvestment tax credit, although some credits were

Exc

Thé Tax Reform Act of 1986 increased the effective
income tax rate by 4% in 1986 due to the repeal of

allowed under the transition rules. The following is k
a summary of the components of the deferred tax
provision for continuing operations:

Year ended December 31
(Millions) o 1986 1985 1984

tax deprecxauon )
-over financial T :
depreciation R -7/ $97 $83 ;
Write-down of -
- certain assets - - (15) (6)
Sale of tax benefits - (12) (13)
Fees paid to terminate
. .interest rate exchange
agreements 12 -
Prepayment of '
pension expense 1 - - =
Deferred start-up e
costs, net 7 4
Capitalized interest, net 4) 6

Reinstatement from recog-

nition of investment tax
credits in 1982 - - .
Other 1 ) .
$87 $84 $90
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Note 12. Acquisition .
In July 1984, the Corporation acqmred cert'ai‘n :
assets from St. Regis Corporation for approximately
$360 million in a transaction accounted forasa™ "
purchase. The purchased assetsincluded a lmerboard g
and kraft paper mill, related timberlands and cutting
contracts in Mississippi, 16 corrugated container
plants, and certain current assets related to those
operations. The results of these operations have been
included in the accompanying Statements of Income
from thedate of acquisition. Had the operations
been acquired as of the beginning of 1984, the
Corporation’s operating results for that year would
not have been materially affected.

T

S SYR AN
Note 14. Unaudited Selected Quarterly Financial Data
1st Quarter 2nd Quarter
(Millions, except per share amounts) 1986 1985 1986 1985 71985
Netsales $1,604 $1,580 $1,929 $1,794 $1,909 . 81,781 $1,590
" Gross profit 287 269 374 323 368 269

lncomc from continuing

B,

opcrauons before

; cxtraordmary item 67

- -Income before * S : i
" extraordinary item 30 49 86 67 97 28
Net income * 30 49 86 67 97 28

: Pcr common share income

= Per common share net income

Per common share income from

" continuing operations before

extraordinary item
anary .
““Fully diluted

.52
.51

. : 3 61 !
25 42 - 60 e

- before extraordmary item. A
"Primary - .61 90 ° 23

 Fully diluted 42 a7 60 88 123

et PO LTy

.~ Primary . Co35

43 - 79 el ~.90 23
Fully diluted .25 42 a7 . .60 .88 23
Dividends declared per SRt - ‘
common share 20 20 .20 .20 .20 .20
Price range of common stock
High 3350 27.38 34.25 25.13 37.38 25.63
Low 2475 21.00 28.00 20.50 29.00 21.13

ST e

75
.74

.74

75
74

41.25
35.63

75

37
36

.20

26.88
20.63

Income from continuing operations before extraordinary item includes:
—a 812 million pre-tax increase in the 1986 first quarter from adoption of a new timber capitalization policy (Note 1)
~a $33 million pre-tax gain from liquidation of investments in the 1986 fourth quarter (Note 2);

—a $17 million increase in income tax expense in the 1986 fourth quarter due to the repeal of the investment tax credit under the Tax Reform Act of

1986 (Note 11); and
~a $19 million pre-tax gain from the sale of timberlands in the first quarter of 1985 (Note 2).
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Five-year Selected Financial Data
Gevrgia-Pacific Corporation and Subsidiaries

Year ended December 31
(Millions, except per share anounts) 1986 1985 1984 1983 1982
Operations
Net sales $7,223 $6,716 $6,682 $6,040 $5,003
Costs and expenses
Cost of sales 5,783 5,553 5,441 4,978 4,206
Selling, general and administrative 511 431 426 374 359
Depreciation and depletion 339 310 282 289 275
Interest 138 132 156 157 186
Provision for restructuring operations! - - - 135 30
6,771 6,426 6,305 5,933 5,056
Income (loss) from continuing operations before unusual
items, income taxes and extraordinary items? 452 290 377 107 (53)
Unusual items 33 19 19 - 79
Provision for income taxes ) . 189 102 143 32 6
Income from continuing operations before extraordinary items? § 2% $ 207 8 253 $§ 75 $ 20
Financial position, end of year .
Current assets $1,420 $1,291 -~ $1,406 $1,268 $1,176
Timber and timberlands, net 844 804 - 840 753 748
Property, plant and equipment, net 2,691 2,606 2,270 1,989 2,214
Net assets of discontinued operations - 11 158 653 651
Other assets 159 154 - . ° 111 - 69 130
Total assets 5,114 4866 4,785 4,732 4,919
Current liabilities 837 631 640 612 716
Long-term debt 893 1,257 1,383 1,453 1,618
Deferred income taxes 695 606 . 503 413 365
Other long-term liabilities 124 69 34 26 22
Redeemable preferred stock 113 156" 190 215 209
. Totalnetassets U $2452  $2,147  $2,035  $2,013  $1,989
Working capital $ 583 $ 660§ 766 $ 656 $ 460
Other statistical data '
Capital expenditures § 482 $ 642 8§ 710 $ 188 $§ 207
Per common share '
Income (loss) from continuing operations before :
extraordinary items — primary? ' - 2.69 1.83 2.28 .53 (.01)
Income from continuing operations before
extraordinary items — fully diluted? 2.64 1.80 2.24 .54 .02
Dividends declared .85 .80 .70 .60 1.05
Market price: High 41.25 27.38 25.75 31.88 27.25
Low 2475 20.50 18.00 22.38 13.25
Year end 37.00 26.50 25.00 24.75 26.25
Book value? 22.70 20.59 19.58 19.48 19.22
Shares of common stock outstanding at year end 107 103 103 102 101
Number of common shareholders of record (thousands) 66 74 79 80 88
Number of employees (thousands) 39 39 40 39 44
Effective income tax rate? 39.0% 33.0% 36.1% 29.9% 23.1%
Return on capital employed? 10.4% 8.7% 11.7% 4.2% 2.5%
Return on common equity? 13.8% 10.2% 12.6% 3.8% 1.0%
Total debt-to-capital? 26.3% 32%0% 35.7% 37.4% 42.1%
Current ratio? 1.7 2.0 2.2 2.1 1.6

WPrewiously classified as unusual items.
*Before cumdative effect of accounting change in 1982,
3The method of calculating these amounts 15 described in the Financial Glossary presented on page 20.

SGP 0030645



47

Sales and Operating Profits by Industry Segment
. Georgia-Pacific Corporation and Subsidiaries

Year ended December 31
(Millions) 1986 1985 1984 1983 1982
Trade sales
Building products

Structural panels $1,864 26% $1,666  25% $1,637 25% $1,560 26% $1.217  24%

Lumber 1,676 23 1,434 21 1,461 22 1,424 24 1,003 20

Gypsum 375 5 3776 360 5 269 4 183 4

Roofing 230 3 260 4 268 4 222 4 197 4

Thermosetting resins 155 2 173 3 186 3 162 3 136 3

Other 553 8 560 8 540 8 506 8 450 9

4,853 67 4,470 67 4,452 67 4,143 69 3,186 64

Pulp and paper
Containers and

packaging 1,029 14 1,037 15 909 13 647 11 605 12

Tissue 502 7 514 8 507 8 449 7 429 8

Printing and ne papers 461 7 356 5 445 7 450 7 437 9

Market pulp -o221 . 157 022 w225 3 . 191 3 187 4

Other 68 1 70 1 25 - 31 1 29 1

2,281 . 32 2,134 31 2,111 3 1,768 29 1,687 34

Other operations 89 1 112 2 119 2 129 2 130 2
Continuing operations . $7,223 100% - - $6,716 100% $6,682 100% $6,040 100%  $5,003 100%

Operating profits PRI , :

iBuxldmg product:s ‘ w73»‘_’/gu‘;'f5f:;;_;%$ 2391 86% .- <§ 379 63% $ .277.-92% - $--128 66%

Pulp and paper L 46 22 29 6 202 34 13 4 41 21

Other operations’ 235057 35 8 20 3 13 4 25 13
Continuing operitions $ 681 100% § 455 100% $ 601 100% § 303 100% $ 194 100%

Sales figures exclide intercompany sales, but income on such sales is inchided in operating profits.

Obperating profits are before income taxes, interest and general corporate expenses, unusual items, extraordmary items and aumulative effect of accounting change inn 1982. Operating profits in 1983
and 1982 have been restated 1o include restructiring charges which were previously classified as unusual items, The restatement reduced 1983 np(mtn{g profits by $77 millon in building products and

$38 million wi pulp mldpapcr and reduced !982 opemrmg pmﬁrs by $§ mxlhon in bmldmg products, 83 miltion in pufp mldpa
Additional ugfommlmn rrgarqu mduﬂry segnients is pmmted in Note's of the Notes to Financial Statements. *

67

h . 45 .45
Sales by Industry Segme 't L e -
(Billions of dollars) ’ T e :
4.1

Buwlding Products
Pulp & Paper
Other Operations

5.0

3.2

| 2.1 2.1

- —
@ G
oo

— G

]

.72

23

86

T
67

Operating Profits by
Industry Segment
(Mlllxoru of dollars)

Bux]dmb Produ.ts

Pulp & Paper
Qther Operanons
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194
128

303
277

13
L
13
¢

83

601

379
435
391

202 |

| 29
35

20

L

84 85

‘87 mullion mn other opernnom and $12 million in general corporate charges.
=

681
500

146

35

86
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Operating Statistics
Georgia-Pacific Corporation and Subsidiaries
As of December 31, 1986

13%

Timber Resource Base

16% .

East  North America (acres)
Owned in Fee 4,700,000
Controlled 530,000

5,230,000

Ne.of  Rated Annual Production
Facilities Caparity 1986 1985 1984 1983 1982
Building Products
Structural panels
Softwood plywood (¥8”) (m.sq.ft.) 18 4,760 4,706 4,414 4,443 4430 3,831
Hardwood plywood (sm) (m.sq.ft.) 2 373 335 311 343 442 444
Particleboard (%) (m.sq.ft.) 4 460 425 410 381 400 303
Softboard (%2") (m.sq.ft.) 1 250 241 239 243 241 226
Hardboard (") (m.sq.ft.) 7 1,183 349 368 361 346 220
Fiberboard (%4") (m.sq.ft.) 1 75 75 76 69 77 63
Panelboard (") (m.sq.ft.) 1 300 248 290 3 299 301
Waferboard (¥s") (m.sq.ft.) 1 155 139 128 112 64 22
Oriented strand board (¥s") (m.sq.ft.) 3 690 525 173 96 51 -
Lumber (m.bd.ft) 37 1,854 1,784 1,684 1,650 1,603 1,406
N ulding (m.bd.ft.) 3 39 8 - - - —
G psum board (m.sq.ft.) e e 92,7390 2,473, 2,495 2,412 2,242 1,681
Re »fing —shingles and rolls (t.squares) 5 8,096 7,361 7789 7,539 5973 5363
Fo.maldehyde (m.lbs.) 10 1,195 1,233 1,188 169 1,081 966
Thermosetting resins (m.lbs.) 16 2,063 1,805 1,650 1,527 1,451 1,146
Distribution centers - 141 '
Pulp and Paper - - L
Pulp (t.tons) S _ 27 3,955 3,699 3,292 3,332 2976 2,648
Paper (t.tons) . - 3290 2,999 2,824 - 2,703 2,375 2,162
Corrugated packagmg (m sq ft ) ' 30 18,224 14,572 13,703 11,880 8,427 7,680
Tissue products (t.tons) = - =7 4 471 437 432 - 422 422 393
Miscellaneoas Facilities
Building pfoducts o 16
Pulp and paper . el -
Othér manufactunng opcratlons
Resources (as of December 31) g
-North American nmberlands (t acrcs) [ )
' Ownedinfee =~ ¢ ¢ 4,700 4,760 4920 4,630 4,630
Controlled 530 480 480 530 510
VTotal for pulp/paper . Co . i ’ s = surface measre basis

1 = thousands

m = millions
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Directors

“Group; London, England -

._Prwate Busmess Consulranr Surmuer Oregon

- Chaunccy] Mc:dberry2 4

Ceorgi;a-Patiﬁt Carpx;rarion and Subsidiaries

T. Marshall Hahn, Jr.!
Chairman and Chief Executive Officer; Atlanta, Georgia

Willard S. Boothby, Jr.t 3

Managing Director, Paine Webber Incorporated,
Investment Bankers; New York, New York
Robert L. Clare, jr 35

DPartner, Shearman & Sterling; Attomeys

New York, New York

Robert B. Claytor! 34
Chatrman and Chief Executive O_ﬂ‘icer, Nog’olk Southem We are saddened to report that Harold E. Sand, a
Corporation; Norfolk. ergmxa member of the Board f Dxrectors and 1 retired exec-

‘Harvey C. Fruehauf, Jr 1
President, HCF Entc prises, Inc.; Private Inuestment .
Company, St. Clair Shores, Mtchtgan

Rlchard V. GlordanoJ ‘£
Chamnan and Chief Executive Oﬁ?cer The BOC

)38 jamcs McDonaJd3 H _
" President and Chief Operating O_ﬁ?cer General Morors
Corporatzon Detroit, Michigan

. Chairman of the Board (retlred), Bank qf Amenca )
NT & S.A. and Bankamerica Corporatxon ety A
Los Angeles, California

Robert A. Schumacher
President and Chief Operating Officer;

..Darien, Connecticut

! Executive Committee

2 Audit Committee

3Stock Option Plan and Management Compensation Committee
4 Finance Committee

5}\ mmmtlng CD"""I"(‘!‘
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Officers
Georgia-Pacific Corporation and Subsidiaries

T. Marshall Hahn, Jr.

Chairman and Chief Executive Officer

Robert A. Schumacher

President and Chief Operating Officer

Harold L. Airington

Executive Vice President-Building Products

Ronald P. Hogan

Executive Vice President—Operations

Conrad Schweitzer

Executive Vice President-Pulp and Paper

James C. Van Meter

Executive Vice President and Chief Financial Officer
J. Kermit Birchfield, Jr.

Senior Vice President~Legal and Governmental Affairs
George A. MacConnell

Senior Vice President-Distribution Division

Daniel A. Martinez

Senior Vice President—Pulp and Paper Manufacturing
Davis K. Mortensen

Senior Vice President—Wood Products Manufacturing
GlennE. Wilson - . . ..

Senior Vice Presxdent—Gypsum and Roofing Division
Maurice W. Kring

Group Vice President-Tissue, Pulp and Paperboard

J. Wayne Amy

Vice President-Distribution Dwmon Southwest Region
Joseph]J. Armetta D .
Vice Pres:dent—sttnbutxon Division dewest Region

Vice Presxdenl—Prmtmg Paper waszon
Willie L. Duke

“Vice President—Eastern Wood Products

Manufacturing Division .
Diane Durgin
Vice President-Law and Secretary
Donald L. Glass

- Viice President~Roofing Division

Stephen K. Jackson
Vice President—Distribution Division Marketing
and Advertising

Joseph H. Joiner

Vice President—Controller and Information Resources

John F. McGovern

Vice President—Finance

Dennis D. Melstrom

Vice President—Pulp and Paper Information Resources

Thomas F. Mitchell

Vice President—-Government Affairs

Dewey L. Mobley

Vice President-Western Wood Products
Manufacturing Division

Allan J. Nadeau

VVice President—Northern Pulp and Paper Division

Kelly E. Powell, Jr.- - .

Vice President-Distribution Division, Western Region

John F. Rasor

Vice Presxdent—Mvd—Contment Wood Products
Manufacturing Division

David W. Reynolds

Vice President—Human Resources

Robert A. Starling .

Vice Presndent—-sttnbutwn vamon Southeast Region

Marion L. Talmadge

Vice President—Executive Affairs

James R. Taylor

Vice President—Chemical Division

Douglas A. Thom

Vice Presxdent—Packagmg Division

" Carroll T. Tolar

Vice Presxdent—Engmeenng

Michael A. Vidan

Vice President—Wood Products Sales Division

Michael B. Wilson "~ .- i

Vice President-Sales an_a' Marken’ng Consumer and
- Commercial Paper Products

Wayne {. Tamblyn

Treasurer
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