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Highlights
Georgia-Pacific Corporation and Subsidiaries

Percent

(Dollay amounts, exeept per share, and shares are in millions) 1986 1985 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 depletion 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 common 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 amowats is described in the Financial Glossary presented on page 20,
296

Net Sales
(Billions of dollars)

82 83 84 85 86

Income from Continuing
Operations Before
Extraordinary Item
(Millions of dollars})

83 84 85 86
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Letter to Shareholders
Georgia-Pactfic Corporanton and Subsidiarics

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.

Qur 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 new facilities.

We see ample opportunities ahead for growth in building products
sales and profits. We experr 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 commeodities 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
future, 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 1 percent in 1982 to almost 14 percent in 1986, providing good
momentum for continued improvement. Our 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.

oz A

Robert A. Sclunnacher
President and
Chicf Operatmg Officer

7 forsheat el Tn

T. Marshall Halm, Jr.
Chainman and
Chief Exeative Qfficer

February 13, 1987
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Georgia-Pacific Corporation and Subsidiaries

1927 ® Georgia Harduvod

Luunber Company,

a wholesaler of hunber,
is founded by Orwen
R. Cheatham in

Augusta, Georgia.

.

At Monticello, Mississippi,
Georgia-Pacific recently rebuilt a
finerboard machine, bringing production
at the mill to 2,200 tons per day of
strong, high-quality containerboard for
the corrugated box industry. (Left 1o
right) Danny Martinez, senior vice
president—pulp and paper manufactur-
ing; Ken Forehand, general manager
and Karen Hanzlik, midwestern sales
representative-containerboard, arc three
of the key employees making this mill
one of the industry’s finest.

1928 @

1929 @ Because of low overhead

and fixed expenses,

Georgla Hardwood

stays open during the

depression, while banks
* and businesses fail by

the thousands,
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Georgia-Pacific Corporation and Subsidiaries

one of

the world’s largest and fastest uncoated

free-sheet paper machines started up

y

At Port Hudson, Louisiana,

members making this profect a success

in April 1986. Instrumental team
are (left to right): Dave Dimiling, vice
president—printing paper division;

)

Jerry Kincaid, production manager-

fine paper and Ron B

enge, crew leader.
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Georgia-Pacific Corporation and Subsidiaries
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to right): Leroy

Carlson-warehouse lead; Howard

McDowel,

ing consumer ani

Pacific people in the

ANGEL SOFT bath tissue intro-
manager-paper operations

[ e

Bellingham, Washington, is one of four
Georgia-Pacific mills that will produce
ANGEL SOFTS the new premium
bath tissue product that represents our
commitment 1o softness and quality.
and Mike Wilson, vice president-

sales and market
commercial paper products.

Key Georgia-
duction are (left
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1955 @

Georgia-Pacific Corporation and Subsidiaries

1956 ® The company's

name changes to

seorgia-Pacific Corpo-
ration. G-P acquires the

Coos Bay Lumber
* Company, Coos Bay,

Oregon, and the

Hammond Lumber

.

distribution centers bring
*  the total 1o 40. Company

Company in Northern
Califoria. Ten new

sales reach $121 million.

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, branich manager, help
make the Distribution Division

a unique asset in Georgia-Pacific’s

building products group.
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board and joint compound along with
our highly successful new product
DENS-GLASS™ gypsum board.
Covington, plant manager and Glenn

Wilson, senior vice president—

Batts—warehouse diagrammer; Oscar
gypsum and roofing division.

Brunswick, Georgia, produces wall-
Part of the Georgia-Pacific gypsum
team effort are (left to right): Horace

Georgia-Pacific's gypsum plant at

YinoS-pit
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Georgia-Pacific Corporation and Subsidiavies

wood plants in Alabama,
Carolina. Distribution
centers now exceed 140,
and the company now
operates more than 200

and starts up three ply-
Georgia and South

Qil & Gas Corporation,
New Orleans, Louisiana,

33,500 employees.

197> © G-I acquares bxchange

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 after establishing these products in
its distribution system. (Left to right)
John Klikus, 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 success.

turing with the acquisi-
tion of a plant at
sales reach $3 billior.

and Peterman, Alabama,
are complered, and the

G-P exceeds $4 hillion

Tivo more Southerm
m sales.

o pine plywvod plants at
Laogansport, Loy

+ plant is expanded.

.
.
»
»
»
v

1977 @
1978 ®
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Georgia-Pacific Corporation and Subsidiaries

Georgia-Pacific’s new Beaver Creck
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 10 right}: Joe Newman, plant
manager; Steve Setera, sales maniager—
Great Lakes Regfon and Jim Taylor,
vice president-chemical division.
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Financial Contents Financial Glossary

Georgia-Pacific Corporation and Subsidiaries

Financial Glossary 20 Book value per common share—common shareholders’
Financial Review 21 equity minus the unamortized discount on redeem-
Management’s Discussion and Analysis 24 able preferred stock, divided by the number of
Responsibility for Financial Statements 29 common shares outstanding (as of the end of
Independent Auditors’ Report 29 the year).
Statements of Income 30
Statements of Changes in Financial Position 31 Churrent ratio —total current assets divided by total
Balance Sheets 32 current liabilities (as of the end of the year).
Statements of Common Shareholders’ Equity 33
Notes to Financial Statements Effective income tax rate— provision for income taxes
Summary of Significant Accounting Policies 34 divided by incorme from continuing operations
Unusual Items 36 before income taxes.
Discontinued Operations 36
Extraordinary Item 36 Return on capital employed— income from continuing
Retirement Plans , 37 operations plus interest expense (net of taxes) and
Industry Segment Information 38 deferred income tax expense, divided by capital
Indebtedness 40 employed as of the beginning of the year. Capital
Redeemable Preferred Stock 42 employed is calculated as total assets, excluding
Common Stock 43 net assets of discontinued operations, minus
Commitments and Contingencies 44 noninterest-bearing current liabilities.
Income Taxes 44
Acquisition 45 Return on common equity — income from continuing
Litigation 45 operations divided by common shareholders’ equity
Unaudited Selected Quarterly Financial Data 45 as of the beginning of the year.
Five-year Selected Financial Data 46
Sales and Operating Profits by Return on sales (industry segments) — segment operating
Industry Segment 47 profits divided by sales to unaffiliated customers.
Operating Statistics 48

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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Fmancral Rev1ew
Geo;gia-Paa_’ﬁr Corporation and Subsidiaries

Georgla—Paaﬁc recognizes as its primary economic

~ -.~ responsibility the need to improve the return to its -

investment decisions and compensating manage-

meént has been designed to make us more efficient - - .
~at allocatmg and managing capital. Shareholder value .
" is enhanced only when the return generated onthe ; - -

caprtal we employ is greater than our cost of capital.

" While thrs prmcrple represents our primary financial

goal, we remain more concerned about long-term
performance than performance in any single year.-

ates resulted in 1ncreased housmg constructron ang
strong demand for most buxldmg mate jals, althoug

bk W e T v

: Georgra—Pacxﬁc 3 common stock f pnce mcrease
to $37.00 per § share at the end of 1986 from $26 50

be opportumues to acqmre attractive propertie
For Georg1a-Pac1ﬁc the questron wrll contmue', )
“to be whether or not the propernes can be acqmred

Cat attracnve prices. The mu]nples currenr.ly being
pard for propertres require that the purchaser add e
considerable value if returns. commensurate wrth

' rrsks are to be earned for the shareholder

shareholders. Our framework for establishing finan- -
. cial goals, measuring operating performance, makmg‘: o

Return on Capital Employed . - .

Retum on capital employed is our most important
‘measure of performance. Return as used here means
_profits after actial taxes paid but before financing

" charges. Itis calculated by adjusting income from

* + continuing operatlons to exclude interest expense
" (net of taxes) and deferred income tax expense. Total
capltal employed measured as of the beginning of -

- the year, is defined as’ otal assets excludmg net assets

Our long—term ob_]ectxve in focusmg on this
. rauo is to generate returns m excess of our cost of




Ceargid—Pt;t:_'ﬁg Corporation and Subsidiaries

During the last five years we have gained on this -
long-term objective. Georgia-Pacific’s return on
capital employed was 10.4 percent in 1986, still below
our cost of capital but significantly improved from
1982 when our return on capital cmployed was only

as well as assets unrelated to core forest products
* businesses. The cash generated from these divesti-
tures enabled us to reduce debt as well as make sub-
stantial capital investments to reduce manhfaémririg
costs and  upgrade product mix. Georgia-Pacific’s. -
1mprovcd returns are also attnbutable to cxtemal

cd almost $2.7 bllhon of cash oy over thc past ﬁveyr ars,

§s}1 Provnded by
Contmumg Operations

_- 'vs. Income from
: Contmumg Operanons

(Mrlhym of dollars)

(S.ash Provided by _

0 2.5 perce it. Over this period of time, we completed':
amajof | program of divesting uinderperforming assets

This cash-generating capacity was used to finance

a substantial portion of Georgia-Pacific’s growth.
From 1982 through 1986, cash provided by opera-
tions accounted for 79.1 percent of Georgia~Pacific’s
total cash sources. During that same period, oper-
ating cash flows were supplemented with $643
million of cash proceeds from asset sales and liqui-
dation of investments, including the divestitures of
the company’s Chemical Packaging Divisionin 1986,
its oil and gas subsidiary in 1985 and its commodity

chermcals subsxdmry in 1984,

L

* Five-year Sources and Uses |,
of Cash/1982-86

© (Mittions) -
-2 Sources of Cash
Connnumg
© + Operations $2,682
Discontinued
Operations
Prior to Sale 139
Total from
" Operations 2,821
Asset Sales and
Liquidation
- of Investments 643
Other 100
$3,564
o Um of Cash
Capltal Expcndlturcs $2,229
Net Repayments
. of Debtand
Preferred Stock 702
Dividend Payments 472
Litigation Settlement :
and Other 111
Cash on Hand 50
$3,564
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turn. Although some defensxve expendl :
posmve returns, they ar not undertake

cash flow Teturns reflect reasonablé ¢ expectatlons 4
Post-completlon audits are performed on all major -
,thh return projects, both internal projects and .
acqulsmons, to substantlate the achlevement of .~

Tdtal deb t-to

-capxtal has béen reduced to 26. 3
percent from 42.1 percent since the end of 1982
. During that nme, total debt has been reduced to -
Tee T i f 31 2 bllhon f'rom $1 9 blulon. .
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Management’s Discussion and Analysis
L - Georgia-Pacific Corporation and Subsidiaries

'Drwdends o Liquidity and Capital Resources

We recognize the importance of d1v1dends inaddition Cash provided by continuing 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 includes $150 million of cash
R . -~ chart, quarterly dividends were reduced to 15 cents generated through successful efforts in reducing
R - P per - share late in 1982 i in response to depressed earn- inventories and receivables in response to depressed
24 " . ings levels over several years Consxstent withour . - business conditions. A normal build-up of inven-
) * guideline of paying approxxmately ‘one-third of - tories and receivables occurred as conditions
* sustainable earnings, the quarterly dividend rate was improved in 1986, requiring the use of $121 million
increased to 20 cents per share iri mid-1984 and - . of cash. Cash flow from continuing operations,
again to 25 cents per shareinlate 1986as. - . . supplemented with $92 million proceeds from
~ + Georgia-Pacific’s profitability improved.. -~ ~." " - " liquidation of investments and $79 million proceeds

from sales of assets, was sufficient to fund $482

e rmlhon of capltal expenditures, reduce outstanding
debt and preferred stock by a net $160 million and
‘pay $97 million in dividends. Effective in the 1986
fourth quarter the Board of Directors voted to

ket

nds Dec! ared
per Common Share:.
(A iounts in dollars)

" and restructunng outstandmg debt and preferred
stock durlng 1986:"
—$150 mllhon of 9%% smkmg fund debentures

—$24 nulhon of 12% notes due at various dates
begmnmg in 2006 were retired,”
'..—- $50 million of rcdeemable preferred stock ‘was

—$65 million of 145/3% notes due Apn] 15 1987
Y were retlred~ Porax
— $100 million of 12%4% s1nk1ng fund debentures
due March 1, 2013 were called for redemption or
purchased in open market transactions,
—$150 million of 10.10% notes due_]une 15,1990
_ ‘were redéemed, s
8. —$14million of zero coupon debentures dueJune 15,
1986 were retired, and
—$87 million of 5% % convertible subordinated de-
bentures due April 1, 1996 were called for redemp-
tion. By the redemption date, 2,790,000 shares of
) commonstock'had been issued upon conversion of
. $86 million of debentures at $30.87 per share, and
$1 million cash had been paid for debentures that
were redeemed.

"~ The amount of future dividends will be determined
by capital needs and other cash requirements and by
N the prospecuve returns on 1ncremcntal capltal re- -

o L | SGP 0032761




Georgia-Pacific Corporation and Subsidiaries

At the end of 1986, Georgia-Pacific’s total
debt-to-capital had been reduced to 26.3 percent
from its 1985 year-end level of 32.0 percent. The
Corporation has been authorized by its Board of
Directors to purchase common stock in the open
market or in privately negotiated transactions in
order to maintain total debt-to-capital within a target
range, currently 30 to 35 percent. This target range
should provide flexibility for both internal and
external investment opportunities as they arise.

At December 31, 1986, the Corporation had
$250 million of debt securities registered for sale with
the Securities and Exchange Commission under a
shelf registration statement. This financing source
will enable the Corporation to react quickly to
acquisition opportunities and to favorable market
conditions for restructuring existing debt.

The Corporation’s existing bank lines of credit
totaled $700 million at December 31, 1986, of which
approximately $275 million was being used to
support commercial paper borrowings and other
short-term instruments. These agreements establish
unsecured lines of credit of $385 million until May 1,
1989 and $315 million until May 1, 1988. These
committed lines of credit, together with other
available financing sources and Georgia-Pacific’s
capacity to generate funds from operations, are
adequate to finance growth and to meet operating
and liquidity needs for the foreseeable future. -

Working capital amounted to $583 million and
$660 million, respectively, at December 31, 1986
and December 31, 1985. The current ratio, defined
as total current assets divided by total current liabil-
ities, was 1.7 to 1 at December 31, 1986 and 2.0 to
1 at December 31, 1985.

Georgia-Pacific’s capital expenditures totaled
$482 million in 1986 and $642 million in 1985. The
1986 figure includes investments in property, plant
and equipment of $426 million ($390 million at
existing facilities plus $36 million of acquisitions)
and $56 million of timber and timberlands acquisi-
tions. Capital expenditures of approximately $600
million are projected for 1987.

Approximately 44 percent of total capital
expenditures in 1986 were in the pulp and paper
segment. A major project to upgrade production
from market pulp to white paper at our Port Hudson,
Louisiana facility was completed in April. Major
projects are now underway to rebuild a tissue
machine at our Palatka, Florida facility and to expand
and modernize four disposable diaper facilities
acquired in 1985. Both projects should be
completed in late 1987.

The building products segment accounted for
approximately 40 percent of total capital expendi-
tures in 1986. This includes the acquisition of a
hardboard manufacturing company with five oper-
ating facilities located in Minnesota, Wisconsin and
Arkansas, and the acquisitions of three moulding
manufacturing plants located in California. In June,
a major expansion was completed at our Crossett,
Arkansas plywood facility. Construction of a new
thermosetting resins plant in Beaver Creek, Michi-
gan was completed in December. Construction of a
new gypsum wallboard plant near Las Vegas, Nevada
is expected to be completed in late 1987.

In the 1986 fourth quarter, the Corporation
received cash proceeds of $92 million from liquida-
tion of portions of its investment in Georgia Gulf
Corporation, purchaser of the Corporation’s com-
modity chemicals subsidiary in 1984. A $33 million
pre-tax gain was recorded from this liquidation,
including $17 million from the sale of approximately
969,000 warrants. The Corporation retained a $16
million investment in preferred stock and warrants
exercisable for approximately 1,831,000 shares of
common stock.
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NIRENEE EEN Georgia-Pacific Corporation and Subsidiaries. . . - i A R

In]uly 1986, the Corporatlon comp]eted the S 1986 Compared wrth 1985

" salesofits Chemical Packaging Divisionassets to two . Geotgia-Pacific’s consolidated netsales of $7.2 billion
unrelated parties in separate transactions. These .-, in1986 were 7.5 percent higher than the 1985 level

- of $67 billion. Income from continuing operations
mcreased 43 0 percent to $296 million in 1986 ($2.69
" per share ona primary basis) from $207 million
($1 83 per share) in 1985 A $30 million loss from

" sales generated cash proceeds of : appro

; $43 million. RS
- 2 Th November 1986; pursuiant o the settlement.
of a condemnation proceedifig with the Federaln 5

i

.+ . ... government, the Corporation recerved approxr— - discontinued operanons which was partially offset
A mately $14 million in cash.'A $10 mrlhon extraor= - . by a  $10 million extraordmary gain from settlement
dinary gain, net of related inicome taxes of $4 ‘millios, - of a‘condemnation suit, lowered 1985 net income
had been recorded upon entry of the _]udgment Sl b to 5187 million ($1.64 per share).

. "Retuinon common equity, calculated as income
from contmumg operanons d1v1ded by common

UL intoss,

. Geoigiap

w}uch wxll limit the beneéts of tax. preferenee iterns
2 r’_l:he l'ngher tax rates for capxta}:galns'and other*

- rule changesare expected to more than offset beneﬁts;~ el e e 5%
*the Corporanon would have otherwise réalized from S I T _
: trcularly in 1987 as the new tax rates are phased . - :

AT S5 B ke B \, ]
‘lov&}Er tax rates on ordmary income: Irf the future

. we anticipate higher eEecuve mcome tax rates, parz..

T ~ Although the initial cost of future capital i invest-
R ments will increase without themvestment tax Credit,
lower ordmary tax rates on 1ncome generated by :

these capltal projects should offset some of this
1nerease. Consequently, we do not foresee av g
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Georgia-Pacific Corporation and Subsidiaries

Effective January 1, 1986, the Corporation

adopted Statement of Financial Accounting Stan-
dards No. 87, “Employers’ Accounting for Pensions”.
This change in accounting principle increased
income from continuing operations approximately
$11 million in 1986. Also effective January 1, 1986,
a new timber capitalization policy was adopted and
applied retroactively, which had the cumulative
effect of increasing 1986 income from continuing
operations approximately $8 million.

Income from continuing operations also in-
cludes a $33 million pre-tax gain from liquidation
of investments in 1986 and a $19 million pre-tax
gain on the sale of certain Oregon timberlands in
1985. These gains are classified as “Unusual itemns”
in the accompanying financial statements and
excluded from segment operating results.

The impact of the new tax law reduced 1986
income from continuing operations approximately
$17 million through repealing the investment tax
credit, although some credits were allowed in 1986
under transition rules. These lost investment tax
credits were recorded in the 1986 fourth quarter and
were the primary reason for a 39.0 percent effective
income tax rate for the year, compared to 33.0 percent
in 1985.

Future provisions for taxes currently payable
are expected to increase under the new tax law,
particularly in 1987 as the higher capital gains tax
rate and the full impact of lost investment tax credits
are realized. Timing differences arising in future
years will result in lower provisions for deferred
taxes because of lower statutory tax rates on ordi-
nary income. Under existing generally accepted
accounting principles, deferred taxes provided prior
to 1987 will not be adjusted for the new lower tax
rates until the related income or expense item enters
into taxable income. Given the present accounting
rules and our expectation of continued investment
in capital assets, it is unlikely that the effect of lower
tax rates on existing deferred tax balances will sig-
nificantly affect future operating results. However,
if the hability method of accounting for income taxes
were to be adopted, as is currently proposed by the
Financial Accounting Standards Board, existing
deferred tax balances would be reduced.

The remaining discussion refers to the “Selected
Industry Segment Data” table.

The building products segment reported sales
of $4.9 billion in 1986, up 8.6 percent from $4.5
billion in 1985. Operating profits of $500 million
in 1986 included an $11 million pre-tax reduction
of expense due to the adoption of a new timber
capitalization policy. Excluding this adjustment,
operating profits increased to $489 million in 1986
from $391 million in 1985, as the return on sales
improved to 10.1 percent from 8.7 percent. Increased
volume and reduced manufacturing costs were the
major reasons for this segment’s improved results.
Average prices for plywood and lumber in 1986 were
comparable to 1985 levels, while gypsum, roofing
and thermosetting resins prices were lower on aver-
age in 1986 than in 1985. For 1987, we anticipate
little change in our building products markets, with
continued highly competitive prices for lumber and
structural panels.

Selected Industry Segment Data

Year ended December 31
1986 1985 1984
Trade sales
Building products $4,853 $4,470 $4,452
Pulp and paper 2,281 2,134 2,111
Other operations 89 112 119
$7,223 $6,716 $6,682
Operating profits
Building products $ 500 % 391 $ 379
Pulp and paper 146 29 202
Other operations 35 35 20
681 455 601
General corporate 91 (33) (68)
Interest expense (138) (132) (156)
Unusual items 33 19 19
Income taxes (189) (102) (143)
Income from continuing
operations $ 29 $ 207. % 253

Sales in the pulp and paper segment reached

$2.3 billion in 1986, 6.9 percent higher than the 1985
level of $2.1 billion. Operating profits rose to $146
million in 1986 from the 1985 level of $29 million,
as the return on sales improved to 6.4 percent from
1.4 percent. The improved results in 1986 are due
primarily to decreased inventories worldwide and
the lower valued U.S. dollar, as well as timely up-
grading and modernization of mills and equipment.
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Georgia-Pacific Corporation and Subsidiaries

Results in the prior year were hampered by lost
production time due to labor problems and several
major equipment conversion projects. Average prices
for pulp, linerboard, kraft paper and commercial
tissue were higher in 1986 than in 1985. Prices for
printing papers, corrugated boxes and multiwall
packaging also strengthened during 1986, particu-
larly late in the year, although average prices for the
year were lower than in 1985. We expect continued
improvement in most of our pulp and paper markets
in 1987, especially commodity grades such as pulp,
linerboard and uncoated freesheet paper.

General corporate charges increased to $91
million in 1986 from $33 million in 1985. This
increase relates primarily to higher compensation
expense for stock options due to stock price increases
as well as losses from early retirements of high
interest rate debt in 1986.

Total interest costs decreased to $147 million in
1986 from $162 million in 1985 as a result of reduced
debt levels and lower interest rates. Interest expense
of $138 million in 1986 was higher than the 1985
level of $132 million, due to less interest being
capitalized on construction projects in 1986.

1985 Compared with 1984

Georgia-Pacific’s consolidated net sales were $6.7
billion for both 1985 and 1984. Income from con-
tinuing operations decreased to $207 million ($1.83
per share on a primary basis) in 1985 from $253
million ($2.28 per share) in 1984. A $30 million
loss from discontinued operations, which was par-
tially offset by a $10 million extraordinary gain
from settlement of a condemnation suit, lowered
1985 net income to $187 million ($1.64 per share).
A $134 million loss from discontinued operations
in 1984 lowered net income in that year to $119
million (97 cents per share).

The results of continuing operations include a
$19 million pre-tax gain on the sale of certain Oregon
timberlands in 1985 and a $19 million pre-tax gain
on the sale of the Corporation’s former headquarters
building in Portland, Oregon in 1984. These gains
are classified as “Unusual items” in the accompany-
ing financial statements and excluded from segment
operating results.

The remaining discussion refers to the “Selected
Industry Segment Data” table.

Sales in the building products segment were
$4.5 billion for both 1985 and 1984. Operating
profits increased to $391 million in 1985 from $379
million in 1984, as the return on sales improved to

8.7 percent from 8.5 percent. The improved results
were achieved despite lower average prices for lumber
and plywood sheathing in 1985. Competition from
low-cost Canadian lumber imports and excess
industry capacity in plywood sheathing markets
held prices below levels historically experienced
with similar levels of demand. Reductions in
Georgia-Pacific’s fiber and conversion costs and
strong gypsum markets helped offset the effects of
these pricing conditions. Gypsum operations were
this segment’s most profitable in 1985, although
average prices for the year were slightly lower than
in 1984.

The pulp and paper segment reported a 1.1 per-
cent sales increase to $2.1 billion in 1985, reflecting
a full-year contribution from the linerboard, kraft
paper and corrugated container operations obtained
through an acquisition in mid-1984. Operating
profits declined sharply in 1985 to $29 million
from $202 million in 1984, as the return on sales
fell to 1.4 percent from 9.6 percent. A strong U.S.
dollar and excess worldwide pulp capacity made
U.S. products less competitive overseas and caused
an accumulation of domestic inventories, resulting
in lower prices for a number of this segment’s major
products. Average prices for pulp, linerboard, kraft
paper and printing papers were all below 1984
average price levels. Tissue was the only major
product for which average prices improved in 1985
as compared to 1984. The 1985 pulp and paper
results were also affected by lost production time
caused by a strike at our Crossett, Arkansas pulp
and paper mill during most of the third quarter and
by major equipment conversion projects at several .
mills, particularly in the fourth quarter. A $12 million =
operating loss was reported in the 1985 fourth
quarter on sales which were 23 percent below the
fourth quarter of 1984.

General corporate charges decreased to $33
million from $68 million in 1984. Much of this
reduction is attributable to interest and dividend
income on the debentures and preferred stock
obtained from the sale of a commodity chemicals
subsidiary in December 1984.

Interest expense declined to $132 million in
1985 from $156 million in 1984. This reduction is
primarily attributable to increased capitalization of
interest as a result of the large capital expenditures
program in 1985. Total interest costs of $162 milliont
in 1985 were slightly lower than the 1984 level of .
$167 million.

For a discussion of “Income Taxes”, see Note 11

9
&
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Responsibility for Financial Statements
Georgia-Pacific Corporation and Subsidiaries’

The financial statements on the following pages,
which consolidate the accounts of Georgia-Pacific
Corporation and its subsidiaries, have been prepared
in conformity with generally accepted account-

ing principles.

Management of Georgia-Pacific Corporation
is responsible for the accurate and objective prep-
aration of the consolidated financial statements.
Accordingly, the Corporation maintains a system of
policies, procedures and controls which is designed
to provide reasonable assurance that assets are safe-
guarded and that accounting records are reliable.
Management believes that the proper internal con-
trols are in place and that the system is adequate
and effective in safeguarding assets and providing
reliable accounting records.

An independent evaluation of the systemn is
performed by the Corporation’s qualified internal
audit staff in order to confirm that the system is
adequate and operating effectively. As indicated in
the Independent Auditors’ Report, Arthur Andersen
& Co. performs a separate independent examination
of the Corporation’s consolidated financial state-
ments for the purpose of determining that the
statements are presented fairly in accordance with
generally accepted accounting principles applied
on a consistent basis. Arthur Andersen & Co. is
appointed by the Board of Directors and meets
regularly with the Audit Committee of the Board.

The Audit Committee consists of three outside
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 independent public accountants and
internal audit staff have full and free access to the
Audit Committee.

ST AT

James C. Van Meter
Executive Vice President and
Chief Financial Officer

7 '\N(HsQJJ l\Lo-Qh. 4,

T Marshall Hahn, Jr.
Chairman and
Chief Executive Officer

February 13, 1987

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, 1986 and 1985
and the related statements of income, common
shareholders’ equity and changes in financial posi-
tion for each of the three years in the period ended
December 31, 1986. Our examinations were made
in accordance with generally accepted auditing
standards and, accordingly, included such tests

of the accounting records and such other auditing
procedures as we considered necessary in the
circumstances.

In our opinion, the financial statements referred
to above present fairly the financial position of
Georgia-Pacific Corporation and subsidiaries as
of December 31, 1986 and 1985 and the results of
their operations and the changes in their financial
position for each of the three years in the period
ended December 31, 1986, in conformity with
generally accepted accounting principles which,
except for the changes (with which we concur)
in the method of accounting for pensions described
in Note 5 and the method of accounting for refor-
estation costs described in Note 1, were applied
on a consistent basis.

(rthans Goseienn & Co

Atlanta, Georgia
February 13, 1987
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Statements of Income
Georgia-Pacific Corporation and Subsidiaries

Year ended December 31

(Millions, except per share amounts) 1986 1985 1984
Net sales $7,223 $6,716 $6,682
Costs and expenses
Cost of sales 5,783 5,553 5,441
Selling, general and administrative 511 431 426
Depreciation and depletion 339 310 282
Interest 138 132 156
6,771 6,426 6,305
Income from continuing operations before unusual items,
income taxes and extraordinary item 452 290 377
Unusual items 33 19 19
Income from continuing operations before income taxes and
extraordinary item 485 309 396
Provision for income taxes 189 102 143
Income from continuing operations before
extraordinary item 296 207 253
Discontinued operations:
Operating income, net of taxes - - 26
(Loss) on disposal, net of taxes - (30) (160)
(Loss) from discontinued operations - (30 (134)
Income before extraordinary item 296 177 119
Settlement of condemnation suit, net of taxes - 10 —
Net income $ 296 $ 187 $ 119
Per common share—primary
Income from continuing operations before
extraordinary item $ 2.69 $ 1.83 $ 2.28
(Loss) from discontinued operations - (:29) (1.31)
Income before extraordinary item 2.69 1.54 .97
Settlement of condemnation suit - 10 -
Net income $ 2.69 $ to4 $ 97
Per common share —fully diluted
Income from continuing operations before
extraordinary item $ 2.64 $ 1.80 $ 224
(Loss) from discontinued operations - (.28) (1.27)
Income before extraordinary item 2.64 1.52 .97
Settlement of condemnation suit — .09 -
Net income $ 2.64 $ 161 $ .97

The accompanying notes are an integral part of these financial statements,
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Statements of Changes in Financial Position
Georgia-Pacific Corporation and Subsidiaries

é} Year ended December 31
f{ (Millions) 1986 1985 1984
! Cash provided by (used for) continuing operations
Income from continuing operations before
extraordinary item $296 $207 $253
Items in income not affecting cash
Depreciation 316 270 247
Depletion 23 40 35
31 Deferred income taxes 87 84 90
Gain on sales of assets (30) — -
Gain on liquidation of investments (33) - -
Other 7 35 8
666 636 633
Cash provided by (used for) working capital
Receivables (61) 86 (86)
Inventories (60) 64 (61)
- Prepaid expenses (15) %) 2
i Accounts payable and accrued liabilities 45 (6) 21
o1 135 (124)
E Cash provided by continuing operations 575 771 509
‘ Cash provided by discontinued operations 1 117 291
Cash provided by (used for) extraordinary item
Settlement of condemnation suit, net of taxes - 10 -
5 Items in condemnation settlement not affecting cash - (10) -
L Cash received from condemnation settlement 14 - —
“ Cash provided by extraordinary item 14 - -
zi Cash provided by (used for) financing activities
’% Repayments of long-term debt (661) (481) (375)
5 Additions to long-term debt 476 358 312
%,g Net increase in bank overdrafts 79 - -
o Net (decrease) in commercial paper and other
;; short-term notes 4) (6) -
o Preferred stock purchase offer (50) (40) (32)
% Common stock issued from conversion of debentures 86 - -
Debentures converted into common stock (86) - ) -
Cash (used for) financing activities (160) (169) (95)
§ Cash provided by (used for) investment activities
Capital expenditures
‘ Property, plant and equipment (426) (619) (575)
L Timber and timberlands (56) (23) (135)
(482) (642) (710
Proceeds from sales of assets 79 32 62
Proceeds from liquidation of investments 92 — -
Other (14) 11 22
Cash (used for) investment activities (325) (599) (626)
Cash dividends paid 97) (94) (86)
Increase (decrease) in cash 18 26 )
Balance at beginning of year 62 36 43
Balance at end of year $ 80 $ 62 $ 36

The accompanying notes are an integral part of these financial statements.
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Balance Sheets
Georgia-Pacific Corporation and Subsidiaries

December 31
(Millions, except shares and per share amounts) 1986 1985
Assets
Current assets
Cash $ 80 $ 62
Receivables, less allowances of $21 and $19 618 569
Inventories 681 634
Prepaid expenses 41 26
2 1,420 1,291
Timber and timberlands, net 844 804
Property, plant and equipment
Land and improvements, buildings, machinery and equipment, at cost 5,052 4,741
Accumulated depreciation (2,361) (2,135)
2,691 2,606
Net assets of discontinued operations - 11
Other assets 159 154
$5,114 $4,866
Liabilities and Shareholders’ Equity
Current liabilities
Bank overdrafts, net $ 79 $ -
Commercial paper and other short-term notes 100 104
Current portion of long-term debt 134 41
Accounts payable 295 276
Accrued compensation 87 73
Accrued interest 23 38
Other current liabilities 119 99
837 631
Long-term debt, excluding current portion 893 1,257
Deferred income taxes 695 606
Other long-term liabilities 124 69

Commitments and contingencies

Redeemable preferred stock
Adjustable rate convertible preferred stock, without par value; authorized
10,000,000 shares (involuntary liquidating value $39.00 per share) 113 156

Common shareholders’ equity
Common stock, par value $.80; authorized 150,000,000 shares;

107,987,000 and 104,368,000 shares issued 86 83
Additional paid-in capital 1,101 1,004
Retained earnings 1,304 1,114
Less— Common stock held in treasury, at cost; 639,000 and
1,143,000 shares (19) (35)
Accumulated translation adjustments (20) (19)
2,452 2,147
j $5,114 $4,866

The accompanying notes are an integral part of these financial statements.
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Statements of Common Shareholders’ Equity
Georgia-Pacific Corporation and Subsidiaries

(Millions, except shares) Additional Accumulated
Common Stock Common Stock Common Paid-in Retamed Treasury Translation
Shares, Issued Shares, Treasury Total Stock Capital Eamings Stock  Adjustments
103,344,000 1,829,000 Balance at December 31, 1983 $2,013 $83 $ 989 §$1,001 $(57) $ 3
Net income 119 — — 119 - -
Cash dividends declared
Common stock (72) - - (72) - -
Preferred stock (13) - - (13) - . -
Common stock issued
(240,000) Stock option plans 6 - (2 - 8 —
771,000 Employee stock purchase plan 12 — 12 - - -
Translation adjustments (24) - - - - (24)
Other 6) - - (6) - -
104,115,000 1,589,000 Balance at December 31, 1984 2,035 83 999 1,029 (49) (27)
Net income 187 — - 187 - —
Cash dividends declared
Common stock (82) - - (82) - -
Preferred stock (11) - - (1) - -
Common stock issued
(446,000) Stock option plans 11 - - 3) 14 -
253,000 Employee stock purchase plan 5 — 5 - - -
Translation adjustments 8 - - - — 8
Other (6) - — 6) - -
104,368,000 1,143,000 Balance at December 31, 1985 2,147 83 1,004 1,114 (35) (19)
Net income 296 - — 296 — -
Cash dividends declared
Common stock (89) — - (89) - -
Preferred stock ® - - (8) - -
Common stock issued
(504,000) Stock option plans 14 - - (2) 16 -
829,000 : Employee stock purchase plan 14 1 13 - — -
2,790,000 Conversion of debentures 86 2 84 - - -
Other (8) - - ) - (n
107,987,000 639,000 Balance at December 31, 1986 $2,452 $86 $1,101 $1,304 $(19) $(20)

The accompanying notes are an integral part of these financial statements.
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Notes to Financial Statements. ~~ ..«
. Georgia-Pacific Corporation and Subsidiaries

Note 1 Summary of ngmﬁcant
Accounting Policies . - -

_ Principles of Consolidation... R, G
The consolidated financial statements 1nclude the
accounts of Georgla—Paaﬁc Corporatlon and:
subsmhanes (Corporatlon) Allsngmﬁcant inter

N Income per common share s compoted based on e
. mcome apphcable toc common stock (after preferred

The computauo of ,

SR

company balances and transacnons are ehrnmated -

The a\'/erag"'e number of shares used in the income
per common share computations for 1986, 1985 and
1984, respectively, 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 dlluted

Inventory I/Ezluarwn
Inventories are valued at the lower of average cost

" or market. Inventory costs include costs of materials,

labor and plant overhead. The major classes of

-.. inventories were as follows: -«

December 31

" 19867

; _tlvely, of consohdated mvcntones at Deccmber 31,
| 1986 and 1985 L uk :

Eﬂ'cctlve_]anuary 1, 1985 the Corporatlon

LAt

reahgned its LIFO mventory pools-to correspond

A

to natural busmess units rather than divisional’

' product groups Management believes this pooling

change minimizes the impact of price level changes

“on inventory valuations, thereby achieving a better

matcl;l_ing"o'f costs and revenues, The effect of this
r thc accompanying fi nanc:al statements
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T ’ Ceargi.a-l’aa'ﬁ:'Cmporaliwx and Subsidiaries : o

Lo el Property, PIant and Eqmpmenl - The Corporauon defers net operaung costs on new
' '+ Property, plant and equipment are recorded at cost. construcuon pI'OJCCtS durmg the start-up phase and
_ Lease obligations for which the Corporauon assumes e amortlzes the deferral over five years. The amounts

n substantially all the property rights and risks of " deferred, Wthl’) were not material in 1986, 1985

.ownership are capitalized. Replacements of major .-~ ‘and 1984 are mcluded in the property, plant and

~ units of property are capitalized and the replaced
' properues retired. Maintenance, repalrs s and replace—‘
" ments of mmor units of pr0perty are charged to
expense as 'ncurred S 3

- Ther maJor classes of property, plant and equlp—

' ment were as follows. R SRR ,
0 Decemberst " Imtérest Expense’ -
" Capitalized Intérest

162 156 162
157 132

147
138

(Millianj) v

Land and 1mprovements

_E;, d
%’l, gqutpmen i

are‘ and 1mprovements -5

ﬂ'ecuve]anuaryl 1985 “cer

.aw}SLW'k‘s"ﬁ RAR JEF T

1ng facxlm?:s Wthh prev1ously used the umts -of

¥ b Z.".

: a;gxg 1ncurred Eﬂ'ecuve]anuaryl 1986, the

When there are abnormal dlsposmons of property, ,Corporauon cHanged its accounung for timber costs ‘
R 1o capxtallze certain reforestanon costs previously -

©T e cost_and related deprecxauon amounts are ; 34

<7 remioved from the accounts and any gain or loss e expensed in order to achieve a better matching
$H reﬂected in income.. - t“'.‘, o "_;_; .+~ of these costs, w1th the revenues realized from the
L eventual harvestmg of the timber. This capitalization
pohcy was apphed retroacnvely and had the cumu-
ative eﬁ'ect ‘of i increasing 1986 net income approxi-
mately $8 million. Thé new capitalization pohcy N
118 not expected t matenally affect depleuon expense

credlted to th,)e accumulated depreqatxon— accounts

revenues resultmg from the facxhnes Interest
capltahzed and expensed was as follows., -

Year mded De:ember 31
-(Mill 19867 1985 .. :
- Total itefest costs $147 sl62” 5157
Interest costs capitalized M - (30). - (11)
‘ $138- . $132 3156_

Interest expense
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Note 2. Unusual Items
The Corporation realized certain gains during the last
three years which are considered to be unusual items:

Year ended December 31
(Millions) 1986 1985 1984
Liquidation of investments $33 $— $-—
Sale of timberlands — 19 -
Sale of Portland office
building - — 19
$33 $19 $19

In the 1986 fourth quarter, the Corporation received
cash proceeds of $92 million from liquidation of
portions of its investment in Georgia Gulf Corpo-
ration, purchaser of the Corporation’s commodity
chemicals subsidiary in 1984 (Note 3). A $33 million
pre-tax gain was recordcu from this liquidation,
including $17 million from the sale of approximately
969,000 warrants. The Corporation retained a

$16 million investment in preferred stock and war-
rants exercisable for approximately 1,831,000 shares
of common stock. Neither the preferred stock, the
remaining warrants, nor the underlying common
stock are registered securities, and therefore may
not currently be offered for sale to the public.

The Corporation has an agreement with an
unrelated third party to sell or exchange approxi-
mately 134,000 acres of Oregon timberlands from
time to time over a three-year period ending April 1,
1988. A pre-tax gain of $19 million was recorded in
1985 from the sale of a portion of the timberlands
under this agreement.

The Corporation’s former headquarters building
in Portland, Oregon, owned by GA-MET, a joint
venture in which the Corporation has a 50% owner-
ship interest, was sold in 1984. The Corporation
recorded a pre-tax gain of $19 million from this
transaction.

Note 3. Discontinued Operations
The Corporation has disposed of certain lines of
business, including all of its commodity chemicals
and oil and gas operations. These dispositions were
completed in the first quarter of 1986 with the sale
of its Georgia-Pacific Plastics, Inc. subsidiary, whose
principal asset was an expandable polystyrene plant
in Painesville, Ohio, for $13 million in cash.

In September 1985, the Corporation sold
its Exchange Oil & Gas Corporation subsidiary
(Exchange). After adjusting for cash received from

Exchange prior to the sale, net cash proceeds were
approximately $136 million at closing. Also during
1985, the Corporation sold its Polymer, Inc. sub-
sidiary, whose principal asset was a color concentrate
plant in Farmingdale, New York, for $8 million

in cash.

In December 1984, the Corporation sold its
commodity chemicals subsidiary, Georgia-Pacific
Chemicals, Inc,, to the executive group managing
that business. Under the terms of the agreement,
the Corporation received $192 million in cash plus
debt, preferred stock and warrants which had an
estimated value of $70 million.

The Corporation initially estimated a $160
million loss on disposal of discontinued operations,
net of related income tax benefits of $137 million,
which was recorded in the fourth quarter of 1984.
This estimate was revised in the 1985 third quarter,
at which time an additional $30 million loss, net of
related income tax benefits of $14 million, was
recorded. Prior to the decision to dispose of these
operations, operating income of $26 million, net
of income taxes of $14 million, had been recorded
in 1984 on net sales of $446 million.

Cash provided by discontinued operations
consisted of the following:

Year ended December 31
(Miliions) 1986 1985 1984
Cash provided by
(used for):
Operating income
(loss), net of taxes,
noncash items
and changes in
working capital $(2) $(13) $130
Capital expenditures
prior to sale - (14) (31)
Proceeds from sale
of assets 13 144 192
$11 $117 $291

Note 4. Extraordinary Item

In November 1986, pursuant to a court-approved
settlement of a condemnation proceeding filed in
1975 against the Federal government, the Corpo-
ration received approximately $14 million in cash.
A $10 million extraordinary gain, net of related
income taxes of $4 million, had been recorded in
1985 upon entry of the judgment.
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Georgia-Pacific Corporation and Subsidiaries

Note 5. Retirement Plans

Defined Benefit Pension Plans.

Most of the Corporation’s employees participate in
noncontributory defined benefit pension plans.
These include plans which are administered solely
by the Corporation, plans which are administered
jointly by the Corporation and other employers or
labor unions, and union-administered multiemployer
plans. The Corporation’s funding policy for solely
administered plans is consistent with the applicable
requirements of Federal law. Contributions to
jointly administered and multiemployer plans are
generally based on fixed hourly rates as set forth

in negotiated labor contracts.

Benefits under the majority of plans for hourly
employees (including multiemployer plans) are
primarily related to years of service. The Corporation
has separate plans for salaried employees and officers
under which benefits are primarily related to earn-
ings and years of service. The officers’ plan is not
funded since it is nonqualified for Federal income
tax purposes.

Effective January 1, 1986, the Corporation
adopted Statement of Financial Accounting Stan-
dards No. 87, “Employers’ Accounting for Pensions”
(SFAS 87). This change in accounting principle re-
duced pension expense by approximately $22 million

before income taxes in 1986, principally due to
amortization of the initial excess of plan assets over
the projected benefit obligation over estimated
remaining service periods ranging from 10 to 17
years. Net income increased approximately $11
million as a result of this change.

The table below sets forth the funded status of
the solely and jointly administered plans and the
amounts recognized in the accompanying Balance
Sheets. The weighted average discount rates and
rates of increase in future compensation levels used
in determining the projected benefit obligation were
8.0% and 6.0% at November 30, 1986 and 9.0% and
6.0% at November 30, 1985. The expected long-
term rate of return on plan assets used in determining
net periodic pension cost in 1986 was 7.5%.

Plan assets consist principally of common stocks,
bonds, mortgage securities, guaranteed investment
contracts, cash equivalents and real estate. At
December 31, 1986, $9 million of current prepaid
pension cost was included in prepaid expenses, with
the remaining $13 million of noncurrent prepaid
pension cost included in other assets. The unfunded
accrued pension costs of $11 million and $10 million,
respectively, at December 31, 1986 and 1985, were
included in other long-term liabilities.

Year ended December 31, 1986 Year ended December 31, 1985

Plans Having Plan Having Plans Having Plans Having

Assets in Excess  Accumilated Assets in Excess  Accumulated
of Accumulated Bencfits in of Accumulated Benefits in
(Millions) Benefits Excess of Assets Benefits Excess of Assets
Accumulated benefit obligation at November 30
Vested portion $303 $13 $225 $ 1
Nonvested portion 29 2 20 1
332 15 245 R 12
Effect of projected future compensation levels 40 3 29 2
Projected benefit obligation at November 30 372 18 274 14
Plan assets at fair value at November 30 497 4 402 3
Plan assets in excess of (less than) projected benefit obligation 125 (14) 128 (1
Contributions made in December 5 - 2 —
Unrecognized net loss 10 2 - —
Unrecognized prior service cost 2 - - -
Unrecognized net (asset) obligation from initial application
of SFAS 87 (120) 1 (130) 1
Prepaid (accrued) pension cost at December 31 $ 22 $(11) $ — $(10)
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currently retired employees and to amortize the -
- actuarially determined cost of active employees’ ‘
retirement benefits over their estimated remaining
service period. The Corporation previously ex~
. .- pensed these benefits as paid. Management believes
" - this change results in a better matching of the costs
g $22° . of retiree benefits with the periods benefited from
oz .- employee service. The effect of the change on the
- accompanymg financial statements was not material.

" (Millions)*

Net pcnodxc pension cost for solely and
_]omtly administered pension plans:
: Scrvxce cost of benefits earned: .
Intercst cost on projected bcneﬁ

‘ Note 6 Industry Segment Information
, The Corporation’s primary operations are reported
in two industry segments: (1) Building products,

Joes

mclud the manufacture and drsmbuuon of

;Waferboard etc) lumber gypsum
: aldchyde and thermosettmg resins;

_y-product chermcals. .
n industry segment information for the

years 19

9‘—71,

o 1rig pag The Corporauons sales to foreign

m'the Savmgs’PIan, which had nct ésscts;o

o

approxunately $260 mllhon.

Pulp & Papcr
,{.O[er -

ployces. Eﬁ'ecuve]anuaryl 1985, thé Corporauon-' BN v F
) changcdlts method of accounting for these benefits. .~ . . .. 3 |

[RUFONR EAEs

) 'to accrue the full actuanally dcterrmned cost for AR

o B " ' SGP 0032775 . 82 83 B4 8 86
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(Millions) Sales to Operating
Unaffiliated  Intersegment Total Profits  Depreciation Capital
Customers Sales Revenues (Losses) and Depletion  Expenditures Assets
Year ended December 31, 1986
Building products $4,853 $235 $5,088 $500 $153 $192 $1,694
Pulp and paper 2,281 77 2,358 146 176 213 2,253
Other operations 89 29 118 35 5 6 60
7,223 KLY | 7,564 681 334 4 4,007
Eliminations and adjustments
Intersegment sales - (341) (341) - - - -
Timber and timberlands - - - —- - 56 844
Unusual items (Note 2) - - - 33 - - -
General corporate - - - on 5 15 263
Interest expense — - - (138) - - -
Income taxes — — — (189) — - -
Total $7,223 $ - $7,223 $296 $339 $482 $5,114
Year ended December 31, 1985
Building products $4,470 $188 $4,658 $391 $145 $164 $1,623
Pulp and paper 2,134 76 2,210 29 149 435 2,175
Other operations 112 28 140 35 7 7 71
6,716 292 7,008 455 301 606 3,869
Eliminations and adjustments
Intersegment sales — (292) (292) - ~ - -
Timber and timberlands - - - - - 23 803
Unusual items (Note 2) - - - 19 - - —
General corporate — - — (33) 9 13 183
Interest expense — - — (132) - - -
Income taxes — - — (102) - - —
Continuing operations 6,716 _ 6,716 207 310 642 4,855
Discontinued operations, net — — - (30) - - 1
Settlement of condemnation
suit, net - - - 10 - -~ —
Total $6,716 $ — $6,716 $187 $310 $642 $4,866
Year ended December 31, 1984
Building products $4,452 $189 $4,641 $379 $144 $137 $1,535
Pulp and paper 2,111 66 2,177 202 123 402 1,982
Other operations 119 27 146 20 6 7 80
6,682 282 6,964 601 273 546 3,597
Eliminations and adjustments
Intersegment sales - (420) (420) - - - -
Timber and dmberlands - - - - - 135 840
Unusual items (Note 2) - - - 19 - -~ -
General corporate - - — (68) 9 29 190
Interest expense - - - (156) - - -
Income taxes -~ - — (143) — — —
Continuing operations 6,682 (138) 6,544 253 282 710 4,627
Discontinued operations, net 446 138 584 (134) 79 33 158
Total $7,128 $ — $7,128 $119 $361 $743 $4,785

Intersegment sales are recorded at estimated fair market values and income on such sales is included in operating profits (losses).

Timber and timberlands have not been allocated to industry segments because they are managed jointly to supply raw materials to both the building products and

pulp and paper segments.

Logs and residual fiber are included at cost in the operating profits of the various manufacturing facilities.
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Note 7. Indebtedness
Long-term debt consisted of the following:

Year ended December 31
(Millions) 1986 1985
Commercial paper and other
short-term notes $ 175 $ 153
Notes
10.10% - 150
Floating rate, currently 6.00%
due 1987 32 32
132% due 1994, redeemable
after 1991 100 100
14%% - 65
15% due 1990, redeemable
after 1987 53 53
1537% due 1988 76 76
Insurance companies
6%2% term loan, payable in annual
installments through 1989 3 4
9%% term loan, payable in annual
installments through 1997 7 7
10%2% term loan, payable in semi-
annual installments through 1996 4 4
10%4% term loans, payable in semi-
annual installments through 1996 32 35
13.60% senior notes due 1987 50 50

Revenue bonds, average interest rate
6.13% with varying annual
payments to 2014 153 166
Purchase contracts and other, average
interest rate 3.68 % with varying
payments to 2000 65 96
Debentures
5% % convertible subordinated
debentures - 87
9%% sinking fund debentures
due 2016 150 -
12%% sinking fund debentures - 100
Zero coupon debentures, effective
interest rates of 9.30% to
1030%, maturing annually

1987 through 1990 56 70
Discount term debentures, effective

interest rate 1130% due 2015 125 125

’ 1,081 1,373

Less: Current portion 134 41

Unamortized discount 54 75

$ 893 $1,257

The scheduled maturities of long-term debt are $134
million in 1987, $102 million in 1988, $23 million in
1989, $77 million in 1990 and $28 million in 1991.

As of December 31, 1986, the Corporation had
three bank revolving credit agreements providing
for aggregate lines of credit of $700 million.

One of these agreements is with nine domestic
money center banks and establishes a $385 million
unsecured revolving line of credit until May 1, 1989,
at which time the outstanding balance may be
converted to a term loan repayable in eight equal
semiannual installments beginning on June 30, 1989.
Commitment fees during the revolving loan period
are Y4 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 deposit rate or the offshore rate.

A second agreement is with ten banks and
establishes an unsecured revolving line of credit
totaling $215 million until May 1, 1988. Commit-
ment fees during the revolving loan period are
Y4 of 1 percent of the daily average unused available
credit. The interest rates associated with this agree-
ment are based on either the prime rate, Federal
funds rate or Eurodollar interbank offered rate.

A third agreement is with four banks and
establishes a $100 million unsecured revolving line
of credit until May 1, 1988. Commitment fees
during the loan period are ¥4 of 1 percent of the
daily average unused available credit. The interest
rates associated with this agreement are based on
either the prime rate or certificate of deposit rate.

The Corporation uses these three agreements
to support commercial paper and other short-term
borrowings. At December 31, 1986, $175 million
of commercial paper and other short-term borrow-
ings with an average interest rate of 7.11% were
classified as long-term debt. Management intends
to refinance these borrowings on a long-term basis
by either replacing them with long-term obligations
or with equity securities or by renewing, extending
or replacing them with short-term obligations.

On March 4, 1986, the Corporation issued
$150 million of 9% % sinking fund debentures due
March 15, 2016. The debentures require the Corpo-
ration to make sinking fund payments commencing
in 1997 and are redeemable (subject to certain re-
strictions) at any time at the Corporation’s option.

In March 1986, $24 million of 12% notes
classified as “purchase contracts and other” in the
accompanying table were retired. The Corporation
also retired $65 million of 14%% notes in April
1986 and redeemed $150 million of 10.10% notes <
in June 1986. The Corporation purchased $26 mil-
lion of its outstanding 12% % sinking fund deben-
tures in June and redeemed the remaining $74
million in December 1986.
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' ,In December 1986 the Corporation terminated
‘two interest rate exchange agreements which were
bemg used as hedges against “anticipated future
rollovers of $102 million of commercial paper -
borrowmgs The Corporanon paid $25 million i in-

thercafter at 11.30%, require the Corporanon to - '. > terrrunanon fees whxch are bemg amoruzed tointerest
expense ‘over the penods from termination untl -

_make smkmg fund payments commencmg in 1996 o
‘and are redeemable (subject to certain restncnpns) 3 .the ongmal 1991 fatirrity dates of the termmated

“at any ‘time'on or after June 15, 1990 at the
Corporatlons opton.

- In the fourth quarter of 1986 the Corporatxon
cal]ed for redempnon its outstanding 5%% con- -
vert1b}e subordmated debentures By the redempnon

debentures were rented as scheduled. The remammg
zero coupon 'debentures may not be redéemied 1 prior.
to maturity: The discount term deberntures do ot
 bear interest prior to June 15, 1990 but bear int est ¥

f reélstratlon statement w1th the - -

Secuntles and Exchangc C mmissic

. an% ga\ys all costs mcldental to ownershlp of
“the propemes : s T
* Certain insufance company loan: agreements
place limitations 6n cash dividends that can be paid.
“The amount of retamed earnings available for cash

dxvxdends under the most restnctwe covenants of

e . 5 .
apital and : posc certain hrrutatlons
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Note 8. Redeemable Preferred Stock

Adjustable Rate
Conertible Preferred Stock
Series  Series  Series
(Millions) A B C Tu
Balance at December 31, 1983 $148 $33 834 3215
Shares repurchased 32y - - (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 ©® - (40)

Amortization of the excess of
involuntary liquidating value

over fair value at issue date 3 - 3 6
Balance at December 31, 1985 90 26 40 156
Shares repurchased 32y () (A1 (50)

Amortization of the excess of
involuntary liquidating value
over fair value at issue date 3

Balance at December 31, 1986 $ 61 $20 $32 8113

»
N

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

December 31
1986 1985
Series A 1,656,000 2,484,000
Series B 573,000 765,000
Series C 1,049,000 1,318,000
Total 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 value is
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.

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 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 number
of shares annually. In 1986, the Corporation 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 purchase
offer in 1987. The optional preferred stock purchase
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 through
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 for
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
accumulated dividends.
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Note 9 Common Stock IR h - stock opuons compensauon expense of $33 nulhon
. At December 31, 1986, the followmg authonzed ‘ “in 1986, $6 mllhon in 1985 and $4 mllhon in1984. "

 shares of the Corporation’s common stock were Addmonal mformatlon relatmg to opuons '
reserved for issue: v :

o A

v % . . toa ™ Year ended December 31 ™ -
1987 Erﬁploy’ee Stock Purchase Plan ) ’2 000,000 L 1986 S ogs
" 1984 Employce Stdck Option Plani - 7 4,103,000 T -
Converston o( redeemable preferred stock s 3,278,000 RN AT
IR, JETTNE : 1226000_,.' 1,710,000

*." 9,381,000 -

. e : (1,16 } (453,000)
The Corporanon called its 5%% convemble sub— _(36,000) - (31,000)

ordmated debencures during 1986, which resulted '

1,226,000
3,986,000
5,212,000

}’ur haseP _n (Purchase Plan) In o ,

e P

cribers ha\}c the opnon to Teceive thelr payment
- plus mterest At the rate of 7% i?er ann'um in liet of.
~ ., stock. The Purchase Plan € exprrcs on March 31, 1989 N

- :‘The Corporation issued 829 000 sharcs dunng .

IOO‘V of the amount by which the market value o
of the Egmimion stock, as defined, exceeds the option” .~ ..
prxcc: In addition, holders may be granted rights - s
to surrender all or part of the related stock option ;. -+ -

il "‘change for common stock with a fair market.
qual to the amount by which the marketl
f the common stock as deﬁned ceeds

" cash awards is initially meastred at the grant date + V.-
based on the market value of the common stock, with .;
8 adJustments made in subsequent penods for markct
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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 bears interest at 92% 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
o1 collateral value to the outswanding secured
indebtedness. Based on present market conditions
and building occupancy, the likelihood of any obli-
gation to the Corporation with respect to this
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 provision 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
1986 1985 1984
Federal income tax rate 46% 46% 46% .
Increase (decrease) as a
result of
Value of imber
appreciation taxed
at capital gains rate 8) (10) (6)
Investment tax credit 3) (10) 4
State income taxes,
net of Federal
benefit 3 3 3
Other 1 4 3
39% 33% 36%

The Tax Reform Act of 1986 increased the effective
income tax rate by 4% in 1986 due to the repeal of
theinvestment tax credit, although some credits were
allowed under the transition rules. The following is
a summary of the components of the deferred tax
provision for continuing operations:

Year ended December 31

(Millions) 1986 1985 1984
Excess of tax depreciation

over financial

depreciation $87 $97 $83
Write-down of

certain assets (15) 6) 10
Sale of tax benefits (12) (13) (13)
Fees paid to terminate

interest rate exchange

agreements 12 — -
Prepayment of

pension expense 1 - -
Deferred start-up

costs, net 7 4 6)
Capitalized interest, net 4) 6 6)
Reinstatement from recog-

nition of investment tax

credits in 1982 - - 22
Other 1 (4) -

$87 $84 $90
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Note 12. Acquisition

In July 1984, the Corporation acquired certain
assets from St. Regis Corporation for approximately
$360 million in a transaction accounted for as a
purchase. The purchased assetsincluded a linerboard
and kraft paper mill, related timberlands and cutting

Note 13. Litigation

The Corporation is a party to various legal proceed-
ings generally incidental to its business. Although
the ultimate disposition of these proceedings is not
presently determinable, management does not
believe that adverse determinations in any or all of

43 contracts in Mississippi, 16 corrugated container such proceedings will have a material adverse effect
plants, and certain current assets related to those upon the financial condition of the Corporation.
operations. The results of these operations have been
includedin the accompanying Statements of Income
from the date of acquisition. Had the operations
been acquired as of the beginning of 1984, the
Corporation’s operating results for that year would mos
not have been materially affected.

Note 14. Unaudited Selected Quarterly Financial Data
1st Quarter 2nd Quarter 3rd Quarter 4th Quarter
(Millions, except per share amounts) 1986 1985 1986 1985 1986 1985 1986 1985
Net sales $1,604 $1,580 $1,929 $1,794 $1,909 $1,752 $1,781 $1,590
Gross profit 287 269 374 323 411 302 368 269
Income from continuing
operations before
extraordinary item 30 49 86 67 97 58 83 33
Income before
extraordinary item 30 49 86 67 97 28 83 33
Net income 30 49 86 67 97 28 83 .43
Per common share income from ’
continuing operations before
extraordinary item
Primary 25 43 .79 .61 .90 .52 .75 27
Fully diluted .25 42 77 .60 .88 51 .74 27
Per common share income
before extraordinary item
Primary .25 43 .79 .61 .90 23 .75 27
Fully diluted .25 42 77 .60 .88 23 .74 27
Per common share net income
Primary 25 43 .79 61 90 23 75 37
Fully diluted 25 42 77 .60 .88 23 74 36
Dividends declared per ' B
common share .20 20 .20 .20 .20 .20 25 .20
Price range of common stock
High 33.50 27.38 34.25 25.13 37.38 25.63 41.25 26.88
Low 24.75 21.00 28.00 20.50 29.00 21.13 35.63 20.63

Income from continuing operations before extraordinary item includes:

—a $12 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

Georgia-Pacific Corporation and Subsidiaries ;Z%
Year ended December 31
(Millions, except per share amounts) 1986 1985 1984 1983 1982 E&L
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? $ 296 $§ 207 $ 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 4,866 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
Total net assets $2,452 $2,147 $2,035 $2,013 $1,989
Working capital ' $ 583 $ 660 $ 766 $ 656 $ 460
Other statistical data
Capital expenditures $ 482 $ 642 $ 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 24.75 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% 231%
Return on capital employed? 10.4% 8.7% 11.7% 4.2% 2.5%
Return on common equity3 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 22 2.1 1.6

' Previowsly classified as unusual items.
2Before cumulative effect of accounting change in 1982.
3The method of calculating these amounts is described in the Financial Glossary presented on page 20.
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As of December 3, 1.986 :
Pmdu(rmn
1984 1983 1982

Lo No.of  Rated Annual ™
I Facilities Capacity <.

‘ :Buildﬁig Products -
Structural ‘panels

- *7 - Softwood plywood (3/3”) (m. sq ft.) - 18 4,430 3,831

PR 'Hardwood plywood (sm) (m. sq. ft ) 2 442 444
SO ,Partlcleboard (%) (m.sq. ft) ) 4 400 303
Softboard (%2”) (m.sq.ft. ). 1 241 226

48 ‘Hardboard (%") (m.sq.ft.) 7 346 220

i R _Fiberboard (") (m. 5q. ft.) -1 .77 63
:Panclboard (Y8") (i sq ft) 1 299 301

PO _‘W_afcrboard (*&") (rn sq.ft.) S o1 64 22

‘ 3 51 -

' 1,603 1,406

. 2412, 2242 1,681
7,539 7 5,973 5,363
871,169 . 1,081 966"

2,976,
52,999, 28247727037 2,375
14,572 13,703 11,880 8,427

4760 4,920 4,630 4,630
480 480 _ 530 _ 510

. -
~sm= .mgﬁn'e meastire Imsu )
1= thousands

m = millions

Txmber Resource Base ’

orth Amcnca (acres) ;
Owned in Fec 4,700,000: -

-, 5,230,000 .-

SGP 0032785



49

Directors
Georgia-Pacific Corporation and Subsidiaries

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

Willard S. Boothby, Jr.1 3
Managing Director, Paine Webber Incorporated;
Investment Bankers; New York, New York

Robert L. Clare, Jr.3 3
Partner, Shearman & Sterling; Attorneys;
New York, New York

Robert B. Claytor! 3 4
Chairman and Chief Executive Officer, Norfolk Southern
Corporation; Norfolk, Virginia

Harvey C. Fruehauf, jr.1 ¢
President, HCF Enterprises, Inc.; Private Investment
Company, St. Clair Shores, Michigan

Richard V. Giordano? ¢
Chairman and Chief Executive Officer, The BOC
Group; London, England

Francis Jungers! 2
Private Business Consultant; Sunriver, Oregon

F. James McDonald?3 5
President and Chief Operating Officer, General Motors
Corporation; Detroit, Michigan

Robert E. McNair? 3
Partner, McNair Law Firm, P.A.; Columbia,
South Carolina

Chauncey J. Medberry2 4

Chairman of the Board (retired), Bank of America
NT & S.A. and Bankamerica Corporation;

Los Angeles, California

Robert A. Schumacher
President and Chief Operating Officer;
Darien, Connecticut

1 Executive Committee

2 Audit Committee

3Stock Option Plan and Management Compensation Committce
*Finance Committee

5 Nominating Committee

We are saddened to report that Harold E. Sand, a
member of the Board of Directors and a retired exec-
utive officer for Georgia-Pacific, died December 11,
1986, at the age of 69.

Mr. Sand joined Georgia-Pacific in 1956 when
the company acquired Charles E. Sand Plywood
Co., where he was president. The great success and
strength of Georgia-Pacific’s building products
Distribution Division attest to the foresight and
wisdom that characterized his leadership.

He was elected Executive Vice President-
Building Products in 1970 and elected to the board
in 1973. Mr. Sand retired from active management
in 1982.
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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
Glenn E. Wilson
Senior Vice President-Gypsum and Roofing Division
Maurice W. Kring
Group Vice President-Tissue, Pulp and Paperboard
J. Wayne Amy
Vice President—Distribution Division, Southwest Region
JosephJ. Armetta
Vice President-Distribution Division, Midwest Region
David S. Dimling
Vice President—Printing Paper Division
Willie L. Duke
Vice President—Eastern Wood Products
Manufacturing Division
Diane Durgin
Vice President—-Law and Secretary
Donald L. Glass
Vice President-Roofing Division
Stephen K. Jackson
Vice President—Distribution Division Marketing
and Advertising

Joseph H. Joiner
Vice President—Controller and Information Resources
John FE. 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
Vice President~Northern Pulp and Paper Division
Kelly E. Powell, Jr.
Vice President—Distribution Division, Western Region
John F. Rasor
Vice President-Mid-Continent Wood Products
Manufacturing Division
David W. Reynolds
Vice President—Human Resources
Robert A. Starling
Vice President—Distribution Division, Southeast Region
Marion L. Talmadge
Vice President-Executive Affairs
James R. Taylor
Vice President-Chemical Division
Douglas A. Thom
Vice President—Packaging Division
Carroll T Tolar
Vice President—-Engineering
Michael A. Vidan
Vice President-Wood Products Sales Division
Michael B. Wilson
Vice President~Sales and Marketing Consumer and
Commercial Paper Products
Wayne I. Tamblyn
Treasurer
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