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LETTER TO SHAREHOLDERS

The strengths which made
Georgia-Pacific a leading forest
products company sustained that
position during one of the most
challenging years the industry
has experienced. We retained our
position because of our commit-
ment to being a low-cost. efficient

producer of high-quality forest

6.68 6.72

8l 82 83 84 85

Net Sales (billions of dollars)

products and because we have
moved closer to our customers
with reliable service. continu-
ously improving quality and
upgrading product mix.

We performed well in wood
produets, despite increased lum-
ber imports and overeapacity
in panel markets. Our perfor-
mance in pulp and paper was
disappointing. in large part
because of the strong LS, dollar
against foreign currencies and
excess worldwide pulp and
paper capacity.

Geargia-Pacific is dedicated

1o the continued growth and

“We are committed to keeping costs down and to being

innovative and disciplined in production and in the

investments we make on your behalf.”

strength of its premier building
products business. We achieved
near-record performance in this
area dlespite severely depressed
markets. and believe that success
is due to a combination of
several factors.

We are a low-cost. efficient
producer because we have con-
tinued to make investments in
our mills. Our large and efficient
Distribution Division adds even
greater value to our building
products bv moving them swiftly
to the marketplace. We have con-
tinued our commitment to serve
the needs of new residential
construction markets and. at the
same time. we have increased our
emphasis on the “Do-It-Yourself™
and remodeling and repair
markets, Our gvpsum wallboard
business continues to he strong.
and we recently announced plans
10 increase our presence with
construction of a new gypsum
wallboard plant in Nevada to
serve the Western region,

A significant factor disrupting
the entire building products
industry is the continued flood
into the United States of Cana-
dian softwood lumber imports.
which are promoted by low-cost
government stumpage prices and
other subsidies. This problem

is now being addressed through

legislative. administrative and
diplomatic channels. Success in
reducing lumber imports through
measures that make trade fairer
will help restore the traditional
supply/demand bhalance and help
stem the liquidation of many

L.S. producers.

Our pulp and paper business
was particularly affected by
difficult conditions during 1985.
[n 1986. we expect that business
to show improvement, although
adverse conditions facing the U.S.
pulp and paper industry will
likely persist. We are, however.
seeing improvement in some
major markets. particularly
unbleached kralt. linerboard
and pulp.

Our pulp and paper business
also experienced some short-term
disruptions during 1985 which.
while costlv. we helieve will he

heneficial for the long-term. Our

[ncome from Continuing
Operations (millions of dollars)
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investments in new and converted
equipment projects at several of
our major mills slowed produc-
tion, but will improve manufac-
turing efficiencies and increase
the value of our paper produets.
We also experienced a lengthy
strike at our major mill at Crossett,
Arkansas, which was disruptive
to our operations, but furthered
our efforts to bring about
improvements in productivity.

In the important tissue sector, we
moved to strengthen our position.
We also acquired four disposable
diaper plants that manufacture
primarily private label products.
A number of programs to upgrade
quality and expand production
have already been undertaken.
This addition to our product mix
not only furthers our goal toward
higher value-added products, but
underscores our commitment to
customer service and quality.

An integral part of both our
building products and pulp and
paper businesses is our specialty
chemical and thermosetting resin
division. We enhanced our leader-
ship in wood product resins with
a new spray-dried thermosetting
resin facility to supply the grow-
ing market for waferhoard resins.
We are also moving forward with
plans to construct a resin facility
in northern Michigan to serve the
growing forest products industry
in that region.

Earlier in 1985, we agreed to
sell or trade. over a three-year
period. 134.000 acres of timber-
lands in the West because it was
more useful to the buvers West-
ern l)pel‘alions than to our own.
We will consider selling additional
acreage if we determine that it
will benefit our shareholders.

The financial structure of the
company has been strengthened
vver the past few vears to accom-
modate the possibility of acqui-
sitions. as well as to sustain vur

internal capital investment pro-

Robert A. Schumacher

gram. During 1985, our operating
cash flow totaled $771 million
and capital investments were
$642 million.

We anticipate investing approx-
imately $550 million in 1986 to
continue improving our manufac-
turing efficiency and upgrading
our product lines. Our level of
capital spending, however, will
depend upon what changes are
made in the tax code. Any reduc-
tion or elimination of incentives
to invest in production facilities
would adversely impact our capital
investment plans.

Our investments are made
with the objective of generating
improved return to our share-
holders. For 1986, we look forward
to continued efforts to generate
increased value for you, our share-
holders. We are committed to
keeping costs down and to being
innovative and disciplined in pro-
duction and in the investments
we make on your behalf.

We are dedicated to our priori-
ties of focusing on the strengths
of our building products business
and improving the strengths of
our pulp and paper business. As
we move closer to our customers

with upgraded products of the

T. Marshall Hahn, Jr.

highest quality, we are adding
value to your assets. Our ultimate
goal is improving the return to
our shareholders who have en-
trusted us with the management
of these assets.

We know you will join us in
thanking the 38,000 G-P em-
plovees who make this superior
performance possible. We have
a lean, aggressive and enthusiastic
work force. They are members
of a winning team—and plan to

stay that way.

Robert A. Schumacher
President and

Chief Operating Officer

va ’\A"(MSQJLQ H“'PO‘HI I".

T. Murshall Hahn, Jr.
Charman and

Chief Executive Officer

February 14, 1986
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BUILDING PRODUCTS

THE DO-IT-YOURSELF PHENOMENON / A MARKETING STRATEGY

INITIATIVE IN ACTION:
TWO CASES

Ceorgia-Pacific has built and
retained a leadership position
in the forest products industry
because we have not lost sight
of our goal of adding maximum
value to our company. We have
developed a case study for each
of our fiber-based businesses to
illustrate how we are managing
our assets to increase shareholder
value in the challenging envi-
ronment confronting the forest
products industry.

DIY STRATEGY
America has built much of its
housing with building materials
made by Georgia-Pacific. During
the boom years of the 1960s and
"70s, we moved to the forefront
of the industry by serving our
nation’s growing demand for qual-
ity shelter. Although we continue
as the leading supplier of building
products to new residential con-
struction, our sales to remodeling,
repair and additions are increas-
ingly significant.

During the 1970s, even while
housing construction was fueling

the greatest boom our industry

“There’s no sense of accomplishment like the one

I feel when I build something myself. Pve relied on

Georgia-Pacific products for years—-right down to the

smallest house.” Georgia-Pacific products for do-it-

yourself projects are available in thousands of home

centers across the country.

has ever known, we recognized
that over the longer term we
should reduce reliance on this
interest-rate-sensitive sector.
We saw in remodeling and repair
a stable and growing market for
building products, which was
not as affected by interest rates
and which would benefit by
several long-term trends. Among
them were:
B America’s aging housing stock
that had become prime for
remodeling and repair work,
creating a market that was grow-
ing bigger every year.
# Rising median home prices that
were encouraging more people
to remodel, rather than move.
But opportunities for remodel-
ing and repair also increase as
sales of existing and new homes

increase. Housing affordability—

G-P is the largest distributor of nails.

based on inflation, interest rates
and housing payments as a per-
centage of family income—is
rising again, creating more home
improvement opportunities as
people buy or change homes.
Increased family income is also
spurring expenditures for home
improvement projects.

As Georgia-Pacific established
itself as the premier supplier to
the home improvement industry,
we became strategically positioned
to benefit from the phenomenal
rise of the do-it-yourself (DIY)
market. Currently the most
rapidly growing part of the
remodeling/repair market, DI'Y
growth is expected to increase
more than 12% each year through
1990. According to the DIY Insti-
tute and the Bureau of Building
Marketing Research, the DIY
retail market stands today at
352 billion, and is heading rapid-
ly for $100 billion by the end of
the decade.

Today, three out of four house-
holds engage in some type of
home improvement work. Home
modernization expenditures per
family are also increasing as
DIYers gain confidence and

expertise.
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One of the vays Georgia-Pacific
has stimulatcd and shaped the
positive direction of the DIY
trend is with innovative con-
sumer campaigns. Designed to
provide motivation and build
confidence ~which enhance the
overall market—our campaigns
also build Georgia-Pacific brand
name recognition, brand loyalty
and sales.

Because we realize that the
ultimate user of Georgia-Pacific
products is more and more often
the homeowner, we have designed
“user friendl-” packaging and
labeling. To h ‘lp retailers mer-
chandise our products better. we
continue to develop new point-of-
purchase displays and literature.
Last year,‘more than 600,000

pieces of literature from our Great

Housing Affordability Index

The index 1s 100 when median
family income equals mortgage
qualifving income.

T,

“We found many helpful ideas in G-P’s Great Possi-
bilities® home library. The Paper Works Collection™

prehung paneling is just one of the many G-P products

that has made a time-saving difference in renovating

our older home.” Millions of Americans choose G-P

products for their DIY remodeling projects.

Possibilities® home library were
put into the hands of consumers.
We have a powerful advantage
in maintaining and strengthening
this position in the remodeling/
repair market: The marketing
muscle of our Distribution Divi-
sion. With more than 140 whole-
sale distribution centers serving
every major metropolitan area in
the United States, Georgia-Pacific
is closer to its customers than
anyone else in the industry.
Recently 1,500 building supply
and home center retailers were
surveyed to define the most impor-
tant factors influencing their
selection of suppliers. Retailers
were also asked to identify how
well major building material sup-
pliers were fulfilling their needs.
In virtually every attribute. G-P’s
rating was more than twice that of
the second-ranked supplier.
Today's demographic and
economic environments favor
increased remodeling, repair and
expansion of existing dwellings.
Our plans for the future include
increased development and pene-
tration of the DIY market. with
new products and programs. The
potential for growth in this sector

is impressive and Georgia-Pacific

intends { realize that potential
through owr production and
marketing strengths. directed by
the building products industry’s

most experienced and successful

G-P is a major gypsum manufacturer.

management team and by the
industry’s leader in distribution

to the housing market.

'85 OPERATIONS

1985 was the year that proved
the strength and depth of our
building products business and
marked us as the clear leader in
this important industry. While
many competitors were curtail-
ing or shutting down operations.
we enjoved excellent results,
acquiring and expanding facili-
ties. and developing new prod-
ucts and new approaches to serve

growing markets.

SGP 0030552



ADD A GREAT POSSIBILITIES BOOKLET
To YOUR DO-IT-YOURSELF LIBRARY.

For atree copy ot one of our Georgia-Pacific
do-tsourseit houklers please cheo s e ol

the tollowimg utles,

= Dechs and Outdoor Projects
T The Paneling Guide
o Eas Living Spaces
T The Reroofling Book
= The Wailworks Gode
The Dunover Place Booklet

Fhe =haher Sewimg Cengen

Plocse - ok onie ani.
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Our success in building
products comes from our ability
to control costs and to upgrade
manufacturing facilities and
product lines for greater profit-
ability. The marketing muscle of
our Distribution Division enables
us to move these new pmducts to
customers nationwide and to devel-
op new markets and customers,

As outlined in more detail in
the case study on pages 4-6, our
Distribution Division helped us
stl‘engthen our positiun as a
leading supplier to the growing
market for remodeling. repair
and additions..

Our distribution system is also
tapping the potential of other
markets such as commercial and
industrial construetion and is a
powerful vehicle for establishing
new products which have greater
profitability and growth potential.

Recent product additions
include composite panels such
as oriented strand board (OSB)
and waferboard. 0SB uses lower-
cost raw materials than plywood
and has received enthusiastic
customer l‘ccnpti()n for many uses.
Last vear we started up two large
0SB plants at Grenada, Missis-

stppi. and Skippers. Virginia.

“When my mother asked me how she might stretch

her income a little, I suggested that we increase the

efficiency of heating and cooling her home. I installed

the same product I had used in my own home — G-P

insulation. We achieved an important savings, at

a reasonable expense.”

which will soon be producing
at full capacity.
Our annual capacity to produce

0SB and waferboard now stands

G-P added two large OSB plants in 1985.

at 815 million square feet (3/8
inch basis), allowing us to shift
our plywood production toward
more profitable specialty
products, such as sanded grades,
and grades used for siding and
concrete form. For example, we
began manufacturing nine- and
ten-foot plywood siding at Russell-
ville. South Carolina. in 1985.
and will soon begin production
at Crossett, Arkansas, as well.
Our experience with the produc-
tion at Russellville has been
extremely encouraging. Through
the strategic positioning of these
facilities and the marketing
strength of our Distribution Divi-

sion. we will successfully penetrate

Eastern markets for this longer
siding, which have traditionally
been served by facilities west
of the Rockies.

Our Southern pine plywood
plants are currently producing
more than 530% specialties and
that proportion will continue
to rise during 1986 and in future
vears. This plywood diversifi-
cation strategy has helped G-P
maintain leadership and generate
superior profits in the produc-
tion and marketing of plywood.

The productivity improvements
in our plywood operations have
helped us do well in this part of
the business, despite the oversup-
ply in structural panel markets.
Our investments in improved
technologies have enabled us to
unprove timber utilization. For
example. we ave currently peeling
nearly 70% more vencer from
each log as when we pioneered
the Southern pine plywood
industry in the 1960s.

Although Canadian humber
imports resulted in lower prices
than expected during 1985,
Georgia-Pacific remained a
strong factor in the lumber busi-
ness. Our distribution strength

plaved a substantial vole in
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maintaining a superior position
in this oversupplied sector. as did
the growing market for treated
Southern pine lumber and our
ability to improve quality, while
reducing costs.

Virtually all of our sawmills
now benefit from thin-kerf saws.
which cut a smaller path in the
log, resulting in more lumber
and less sawdust. [n our softwood
lumber mills, we are completing
installation of computerized
trimmer and edger optimizers.
which scan each board for maxi-
mum vield.

We acquired two sawmills in
Virginia that will improve our
service to the growing mid-
Atlantic markets. and we are
C\‘punding pmducti()n at our
El Dorado. Arkansas. sawmill.
We also acquired a hardwood lum-
ber dry kiln and planing facility
in western North Carolina to serve
the furniture and velated indus-
tries. while adding value to vur
Appalachian hardwood lumber.

Georgia-Pacific is also a leading
supplier of thermosetting resins
and adhesive hinders to the wood
products industry. and we mnake
many other industrial resins as

well. During 19850 we hegan to

serve the rapidly growing market
for the new composite structural
panels with start-up of the nation’s
first spray-dried waferboard
resin plant at Crossett. Arkansas.
Strong demand continued for
aypsum products in 1985, and
our performance also benefited
from reduced costs and new
products. We recently introduced
Dens-Glass™ (patents pending).
a svstem which uses gvpsum wall-
board with fiberglass surfacing
on the face and back. This new
product has waterproofing

characteristics that make it

Home insulation products are a recent

addition to G-P’s distribution system.

a superior product lor exterior
wall applications.

We strengthened our gypsum
operations with expansions at
Acme. Tesas. and Brunswick.

Georgia: development of a new

quarry in Nova Scotia. Canada:
and internal improvements that
lowered energy use. an important
cost component of gypsum manu-
facturing. In January. the Board
of Directors approved a new wall-
board plant in southern Nevada.
The combination of our strong
distribution network and efficient
and strategically located manu-
tucturing facilities mukes us the
leader in building products. As
our Distribution Division’s slogan
points out: “America Builds

LR

on Our Name!

RESOURCES

Georgia-Pacific has more than
five million acres of timber-
land under management in
North America.

We manage our timberlands
to provide wood supplies 1o our
manufacturing operations and
to hedge against periodic market
disruptions. Our need for fee
ownership is reviewed regularly
in the light of our requirements
to furnish raw materials to
our mills.

carly in 1985, Georgia-Pacifie
agreed to sell 134.000 acres of

Douglas fir timber in Oregon to
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another forest products company
or to exchange them for timber-
lands of equivalent value. During
the vear we transferred or ex-
changed approximately 80,000
acres, with the remainder of the
transaction to be completed over
the next three vears.

Although we will consider sell-
ing additional acreage if such a
sule would benefit our share-
holders. we have not put large
tracts of land on the market.

In fact. we have continued to
purchase timberlands in close
proximity to our manufacturing
facilities. when it makes cconomic
sense to do so.

Because our lands are well
located and because we have
managed them effectively. G-P
can ~till derive good returns by
continuing to manage our lands
for sustained timber supply to
our plants and mills.

Several factors. however. make
it unlikely that companies or
individuals will accumulate and
manage timberlands in the future
as they have done in the past.

There will be a devastating
impact on the ability of land-
owners to manage their timber

if the tax propasal to end capital

oains treatment for timber. and
1o require owners to capitalize
forest management expenses.

is enacted into law. When com-

Timber Resource Base

North Ameniea tacrest
Owned w Fee +.760.000
Controlled 180,000

5.240.000

bined with the high cost of capi-
tal. these provisions would be
a disincentive to manage timber-
lands. encouraging liquidation
of existing timber and severely
discouraging reforestation.
Before capital gains treatiment
for timber was adopted in the
1940s. valuable forests in entire
regions of the country were
decimated. Since that time,
forest management programs.
encouraged by the tax structure.
have helped rebuild our forests
and lay the foundation for sub-

stantiad vield of our renewable

nati. 1al resource.

T'- timber industry has
relie on the rules for expensing
of custs since adoption of the
tax laws in 1913, and the capital
gains rules since 1944, These
rules were enacted because the
long-term management of forest
resources was viewed by Congress
as good economic and social
policy that would benefit the
entire nation—not merely a single
industry, A change at this time
is, in effect, a penalty against
an industry which has invested
billions of dollars relying on
these laws.

We ‘cel strongly that our nation
certainly will not henefit by a
return to the policies of the past
and that those policies will penal-
ize an industry that can be an
enduring source of economic
strength for our nation. We are
continuing to manage our timber-
lands on a long-term basis and
hope that the government will
not provide a tax environment
that discourages us from contin-

uing these long-term programs.
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PAPERBOARD & PACKAGING

CAPITALIZING ON OPPORTUNITY

CO" TAINER GROWTH
Geargia-Pacific was alread

a major presence in the forest
products industry when it
entered the paper business in
1957. Today. G-P has major posi-
tions in several paper markets.
including corrugated containers
and linerboard where we have
evolved —in less than five vears—
from a successful regional oper-
ator to a national presence.

During the 1960s and 1970s.
we gained a leadership position
on the West Coast in the growing
market{or specialty containers
for gribusiness. Building on this
foundation. we expanded nation-
ally in 1981 by acquiring nine
corrugated container facilities
east of the Rockies.

In 1984. Georgia-Pacific added
another modern linerboard mill
and 16 corrugated container
plants. along with supporting
timberlands. With this acquisi-
tion. we achieved our objective of
adding linerboard manufacturing
and converting capacity in the
Last to complement our Western
production at Toledo. Oregon.
From the newlv acquired mill.
located at Monticello. Mississippi.

we can economically ship liner-

“Our apples travel cross country, and they have to

arrive just as they came from the tree. We count on

Georgia-Pacific boxes 1o protect our fruit—and to carry

our name, as well.”” In addition to their strength, G-P

boxes are printed to each customer’s specification.

G-P’s Coralure® packaging helps meet
our customers’ marketing needs.

board throughout central and
eastern United States. as well
as to export markets. A recent
expansion has provided us with
sufficient capacity to be a net
seller of linerboard and also to
supply our own growing con-
tainer production.

Today. Georgia-Pacific operates
30 corrugated container facilities
nationwide. We have grown stead-
ilv in production volume. We are
among the industry’s lowest-cost
producers and are expanding our
capabilities to take advantage of
the higher profit margins avail-
able for specialty containers.

Our improving profitability in
this sector is attributable to our
low=cost production and reputa-
tion as a supplier of high-quality

packaging. Investments have been

made to assure product quality
and to improve cost control.
streamlining production and
encouraging a team approach
at each stage of manufacturing.
A program of statistical quality
control is being implemented
to eliminate downstream quality
deterioration.

During 1985, we began a
$46 million modernization pro-
gram of our Container Division
to reduce unit labor costs. It
included implementation of
robotics at three operations.
increasing efficiency by elimi-
nating much in-plant material
handling. Similar robotic equip-
ment will be installed at our

other facilities.

Corrugated Container Plants

| 1961-1980
t981-1983
1984-

We also added a high-speed.
state-of-the-art corrugator at
Modesto. California. that can

maintain speeds in excess of 850)
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feet per minute. Container sizes
can now be changed to me -t
customer specifications without
slowing the machine.

To improve quality and to

develop important new products,

GP’%s Corrugated Container
Market Share

we recently invested in a research
and development testing labora-
tory to evaluate performance
criteria of raw materials as well
as new packaging designs. This
laboratory will also allow us to
enhance performance charac-
teristics of packaging through
analysis of coatings and additives.
The container business has
been moving forward quickly,
with many opportunities to add
value and upgrade product lines
to more specialized output. For
example, today's retail industry
demands “‘consumer friendly”

packaging that informs customers

‘“As a G-P shareholder, I knew my investment was

working for me when I found out that an innovative

by-product of G-P’s papermaking is used as a binder

for feed pellets. And when the multiwall bag says G-P,
I know the grain and alfalfa pellets will be fresh.”” Feed
for millions of animals is shipped safely in G-P bags.

about the product inside.

A significant value-added
dimension to G-P containers is
direct printing at the container
manufacturing site. Many of our
facilities already can process pre-
printed linerboard prior to con-
tainer construction, and two of
our Midwest facilities manufac-

ture Coralure® containers, which

are lithographed in up to six colors.

Georgia-Pacific is one of the
few producers of triple-wall con-
tainers, used when extraordinary
strength is essential for shipment
of large, heavy equipment such
as computer main frames or farm
equipment. We manufacture
triple-wall containers in Ohio and
New York, and plan to add that
capability in the West.

We are also a major producer
of laminated bulk boxes. Two
double-walled laminated layers
provide strength for these large
containers which can hold from
500 to 2,000 pounds of materials,
including petrochemicals, resins
and foods such as peanuts,
corn and peas.

Georgia-Pacific has many other
specialty products under develop-
ment to take advantage of grow-

ing opportunities for custom and

special-use packaging needs. The
container busines: has excellent
potential for future growth in
many markets and G-P has the
expertise, the production facilities,
the momentum and the determina-
tion to translate that potential into
superior profits and returns for

our shareholders.

"85 OPERATIONS
Georgia-Pacific continued to
establish a firmer foundation for
profitable growth in the paper
business during 1985. We made
progress in upgrading product

G-P ships its rapidly growing Coronet®

tisstie in G-P containers, one of the
ways we strengthen two of our impor-
tant market groups.

lines for greater profitability,
even though the strong US. dollar

and overcapacity conditions made

SGP 0030561



15

o«
i

SGP 0030562

e e e



16

1985 a depressed year for the
pulp and paper industry.

Our strategy has been to focus
on printing and writing papers,
linerboard and containers, and
tissue, while reducing our expo-
sure to market pulp by maximiz-
ing internal uses and by seeking
ways to upgrade the pulp we sell
to include a greater proportion
of specialties. In 1985, for exam-
ple, we installed equipment for
roll pulp at our Bellingham,
Washington, sulfite mill, giving
us access to the fluff pulp and
other specialty markets.

A major upgrade and conver-
sion program at mills in Crossett,
Arkansas, and Palatka, Florida,

has increased our capacity of

Pulp & Paper Group Growth and

Reconfiguration (thousands of tons

of capacity)

3 Market Pulp A Prinung & Fine Paper
Coarse Nralt 8 Paperbomnd

lssue & Samtan

“Managing our large and busy office is a big responsi-

bility. We copy thousands of documents every day, and

require quality results and a ready supply of paper.
When I have a full stock of G-P paper in store, I know

I have increased the efficiency of my office, at a

reasonable cost.”’

bleached paper grades and
reduced our production of lower-
margin unbleached kraft, which
is now being made entirely on
the more efficient equipment at
Palatka. This project was com-
pleted during 1985, and our
future performance will benefit
from it.

The consolidation of all of our
Eastern unbleached kraft produc-
tion at Palatka has been success-
ful. In addition to production
efficiencies, we have improved the
quality of our products and also
focused on the more profitable
products such as multiwall bags,
which are used for feed, concrete
mix and many other products.

One of the world’s largest white
paper machines is scheduled for
completion at our Port Hudson.
Louisiana, pulp mill in the spring
of 1986. With 650-tons-per-
day (tpd) capacity, the machine
will allow us to use and add value
to thousands of tons of pulp pro-
duced each year at that mill.

Our white paper marketing
group has been actively develop-
ing positions in markets for
specialty and technical grades.
These sectors will be expanded

to fill the space created in our

Sy | ﬂ"

i

Hopper® printing papers position
G-P in the top quality lithograph
paper market.

Northern mills by transferring
commodity grades to our new cost-
effective machines in the South.

We recently completed a re-
build of the kraft paper machine
at Monticello, Mississippi, to
increase our total linerboard
production at that mill to 2,100
tpd from 1,800. The top wire
former on the rebuilt machine
is one of the first of its kind used
to manufacture linerboard in the
United States. The advanced de-
sign will provide us with superior
quality. The increased capacity
firmly establishes Georgia-Pacific
as a major producer of con-
tainerboard. and will support
our strong position in corru-
gated containers.

We continued to expand the

market for our brand-name
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tissue products such as Coronet®
Delta® MD®and Mr. Big® In the
commercial tissue sector, we

have developed many new major
accounts in the food service area,
with hospitals and other com-

mercial customers.

Disposable diapers and premoistened
towelettes are G-P’ newest product line.

We acquired four disposable
diaper and premoistened towelette
plants, increasing our potential
to expand in consumer products
through our existing lines of distri-
bution. We have been developing
products and strategies to compete
as a private-label manufacturer.

Our pulp by-product chemical
business showed improvement
again in 1985. We introduced
Novasperse™ (patent pending). an
emulsified rosin size that provides

casier handling in paper mills.

which has won strong acceptance
within the paper industry.

We also began producing a
lignosulfenate product marketed
under the No-Ox (patent pend-
ing) trademark, which can be
used with road salt to impede cor-
rosion of bridges and automobiles.
Response has been extremely
enthusiastic, and the product is
currently being used by several
state governments to test its effec-
tiveness in actual application.

Despite the current depressed
conditions in the paper business,
the longer-term outlook for the
U.S. industry is bright because
of our country’s advantages with
respect to fiber supply and acces-

sibility of that supply. As a result

G-P’s fastest growing paper grades are
the commercial tissue products for
the fast food industry.

of the capital projects that have
been undertaken to improve

our facilities, our company will
enjoy the advantage of modern,
efficient facilities producing
higher-margin products. The
paper industry is currently
undergoing a period of consoli-
dation, and we feel there will be
opportunities to benefit our share

holders through acquisitions.
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our shareholders only when the return generated on the

capnal we emp]oy is greater than our cost of caplta.l 1Wh1]e B

DYSts

vmeasurmg op rating performance,

R A e

capxtal investments must be directed towards xmpmvmg

manufactunng efficiencies.

A
‘C.XPO

of divesiing underperforming assets, however, and also
" -adopted a new management incentive compensation plan
which is being implemented in 1986. This compensation

plan bases mcennve aw:uds on return on capltal cmployed

SGP 0030566
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; CASH GENERATION

Georgia-Pacific’s operations have generated a subs(anha]

amount of cash in spile of depressed refurns over the ]ast
five years, which indicates financial streng1h Whﬂe our -

’tmumg operatxons has mcreased each ye smce 1981

Most recently, - h provlded by connnumg operatlons in




T

to de: cnbe certain of these factors and ﬂluslmte thelr
éffects on our return on common equity since 1981.

T Retum on Sales—defined as income from connnumg
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" multiplied by the assets-to-cor 1mon equity rat10 or, alter-

namely, income from connnumg operauons lelded by

employed during the year. Return on assets can be
improved by increasing either return on sales or asset "7
turnover. 4 e .

Assets-to-Common Equity— defined as total assels
excluding net assets of discontinued operations, dmded by
common shareholders’ equity, both measured as of the
beginning of the year. It is a measure of financial leyexage,A
or the degree to which we use borrowed money to finance
our assels. Increases in financial leverage wdl increase
return on common equity when eammgs are sufﬁment to

cover the cost of borrowed money. ~ ~ . . .o T :

Return on Common Equity— defined as return on assets

Rellirn brr Sales

" "Asset Turnover

Return on Assels

Assets-to- Common

Equity Ratio ©2.27 "-2.03 215 -2.19 5197

Return on Common Equity . 10.2% 15.6% “3.8% 1.

pulp and paper segmem, cash prov1ded by cerntmmrrg
operations increased 51 percent in 1985 to $771 mr]llon
from $509 million in 1984. Significant reductions of )  we
receivables and inventory levels contributed to this o debl secunnes reglstered for sale wnh the Secuntles and

improvement. Cash flow from continuing operations was Exchange Commrssxon undef a'shelf Iegrstranon state-,

w3t o

supplemented with proceeds from sales of discontinued - i !
operations and available financing sources, when appropn- I el of reglstered but drisold debt’ secunues smce 1983 to
mon oppoxtumnes and

ate, in order to fund capital expenditures of $642 million, o eneb]e us to react uickly to’ acq

net retirements of debt and- preferred stock of 8169 million *

'favorable ma:ket conditions for restructuring existing debt '

and dividend payments of $94 million.’ '_ In ‘Apl‘ll 1985 the Corporatlon accepted tenders for
Georgia-Pacific’s capacity to generate funds internally, approxrmately 340 mrlhon of its redeemable preferred
together with committed lines of credit and other available ~ slock, including 828 333 Senes A shares and 191 946
financing sources, is adequate to finance growth and :'Senes B shares at $39 per share We expect to complete
meet our operating and liquidity needs for the foreseeable the next scheduled punchase of 1,288,942 shares of our
future. At the end of 1985, our existing domestic, foreign redeemable preferre_d stock at $39 per share on April 1,
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3] unhcxpated due pnmanly to adverse condmon$ in

three yea.r penod endmg April 1, 1988 We so]d a pomon a
of the timberlands under this agreement in the 1985 ﬁm
. ;quarter, resu]tmg ina $19 million pre Lax gam

Q

levels of $732 mllhon and 2 1to 1 respechvely ‘This™
decline in working capital is primarily atmbulable to lower

receivables and inventory levels at the end of 1985. The

A,

2 ey

i

total debt-to- capltal ratio was 33 percent at the end of .
1985. down from its 1984 level of 36 percent, and within
our target range of 30 to 35 percent.
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' 1985 COMPARED WITH 1984

‘  Georgia-Pacific’s consolidated net. sales were $6 7 bllhon ]

for both 1985 and 1984. Income froni conunumg oper-
tions 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 discon-
“tinued operations, which .
was partially offset by a $10
million e\ttraorﬂmarv gain
from bell]vmem ofa con-

demnahon suu lossered

’*(bllhons of dol]m's)
a ﬁmldmg Produc!s
[ ] Pulp ‘& Pnp(-r .

$2 1 bllhon

B2

Pursuant to this settlement. Ce.org‘ia-_PaéiﬁC expects to”

receive approximately 814 million. A $10 million extraor-

dinary gain, net of related i mcome laxcs of 34— mx]hon was

- .r‘, S5 _;.,.i

recorded in the 1985 fourth quarter T strikeat our Crosscn Alkansas pulp and paper mlll dm-

e

g mg'most of the l}nrd quanel and major, equ1pment convm-
cls A scvcml mllls ;

The remaining discussion refers to lhe“.‘lnduslry ‘

Segment Infor ‘mation’ pxesenled in Note 5 -

he f urth )

Sales in our bmldmu producls segment were $4 5 bll -
lion for both 1985 and 1984. Operalmg profits increased .. 1980 fourlh quarter on salcs whxch were 23 pPr('enl bclm\
to $391 million in 1985 from $379 million in 1984, as lhe founh quartex of ]984 We expect the dxfﬁcull mdrkel
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1984 COMPARED WITH 1983

Georgm Paaﬁcs consohdated net salcs were 36 7 bllhon -

$6 0 bllhon ]ncome from contmumg operanons mcreased
u; ‘$253 mdhon in 1984- (32 28 ber share on a nmary

Segment Informauon pvesented m Note o

Sales in the bulldmg products segment 1ncreased 70 . .
percent to $4.5 billion in 1984 from $4.1 billion in 1983. »
Operating profits increased also, to $379 million in 1984
from $354 million in 1983. The segment’s perfonnance ‘
benefited from strong housmg construcnon in'the ﬁrst half




o

< ~Year ended Dereml)er 31

1983

36,040 -

““Net sales

- Costs and expenses
Cost of sales
Selling, ggnera] and administrative

Depreclalmn and dcplonon

Iiteres

F— 3

income taxes and extraordinary item ' . o

Um

al ilems

W
1sconlmued operzmons

Income before cx!raordmd

ry item

Tncome: from ¢ onlinuing upf*rallons before L\tmordmdrv ftem

ST Income (loss) from dls(‘unlmucd operations

Income before ('xlmordmarv |tcm

- - ‘vll]m ment of rondemnanon sun




FEne el
Byt

ided by (used for) \wo'rking 'c;pilal ’

ayable and accrued liabilitics

litigition settlement *

aordinary items .

Property, plant and équiprﬁeqi

Txmbér and timberlands - - -

Lo L

" “Other

Cash (used for) investment achivities™ .

}gCa—sh ‘divi‘de‘r‘;c'is paxd '

Increase (decrease) in cash

Balance at beginning of year

Balance at end of year o

The accompanying notes are an integral part of these financial statements.
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_ Net assets of disc: ntinued operations

Deferred mcome taxe&

-BALANCE SHEETS -

(Millions, e:mept share.s and per share amounts)
Assets )

Current assets . LT : »
Cash
Receivables, less allowances of 319 and $15
Inventories

Prepaid expenses

Timber and timberlands, net

Property, plant and equipment

4,272

Land, buildings, machinery and equipment, at cost i
(2,002) .-~

Accumulated depreciation L

Other assets

"'Current pomon of long-term debt
Accounts payable
Accrued compensation
Accrued interest * *

Other current liabilities

Rcdeemable prefe red stock

(\nvoluntaiy h@daun&value 839.00 per share)
Common shareholders’ equity .
Common stock, par value $.80; authorized 150,000,000 shares, 104, 368 000 and
104,115,000 shares issued
Additional paid-in capital S

Retained earnings

Accumulated translation adjustments

o147 2035
$4,866 . 84,785

The accompanying notes are an integral part of these financial statements.
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X Additional - Acc . N :
L Common ~~ Paid-in " Retained  Treasun Translation :
Isued Treasury : Total Stock Capitul Eamings Stock - Adjustments ‘

R (1ll{{wm‘ except shares) o
Conunon Stock Shares” T

103.289.000 1953.000 Balance at December 31,1982~ $1.989  $83 978
Cumulative effect of change
in accounting for fo.mign
o o : currencey translation [
Netincome "< - .
Cash dividerids d(‘clgr(':d': :

Commor '\uck

Preferred stoc }\
(124.000)  Common stock Mued
Translation adjustments

55,000 ’ V‘Olher ;

103.344,000 1,829,000

1.589.000 Balance at December 31,°1984

]\u income .

104,115,000

'Emp]oye slock

it e

e
4

. ~=1<>'4.368.om)”"'i .'14'3.'060 Ba]ance at December 31, 1985

7/11' accompanying notes are an m[egm/parl af//n-m inanc m[ slalﬂments

PR S,
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December 3/

(Millions) 1985 1964
Inventories at average cost e -
VR-IW malcnals e e '5189\ -

" Finished. goods I o -‘-‘ i 417
" Supplies -~ .’ L ) 73

Excess of average cost over LIFO (108)  (134)
Total inventories '$634 8698

The last-in, first-out (LIFO) dollar véJue podl method of

inventory valuation is utilized for the majority of inventories

939 - 1.832.. .-

No gam or loss is recogmzed on normal property dlSpO- _

accompanymg ﬁnancml statéments was not materml ’
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- :removed from the':e}ccognié and any gain or

reflected in income. - .
" The Corporation amrizes its
fiber that w1ll be &Y@iﬂ;bie durmgth
s ~scycle. Timber can:ymg costs '

are expensed as incurred. -

' - ;Thé;Cbx;p“orabon capital-

“izes intérest on projects
where colrlstmctio'rj takes
considerable Ume and en-
tails major expenditures.
Such intene‘s.i is cﬁarged :
P - A(laht” 2

“amotints have been reclassihad

vy




- The Corporation has disposcd of certain lines of l)usineﬂs

1ncludmg all of its commodlty Chemlcals “and oil and gas

operam)ns. and has repohed these dlsposxt]ons as dlscon-

tinued operations. The Corporation recorded an estimated

loss on disposal of discontinued operations of$160 mll

hon net of related income tax bcneﬁts 0f$137 mllhon m
the fourth quarter of 1984, A '
In December 1984, the Corporation sold 100% of the

outstanding common stock of its commodity chemicals

subsidiary. Georgia-Pacific Chemicals, Inc.. to the execu- -

tive group managing that business. Under the terms of the

agreement, the Corpordnon recelved $192 lehon in Cabh )

- m‘dled value 0f$70 mllhon

In Scplcmbcr 198‘5 the Cox])ora. on

formaldchvd(; and :

thermosetting resins: and, (2) Pulp and pap(‘r, which -

.zboajd et() lumbex g\psum rooﬁng,

includes the manufacture and dlsmbuuon of containers

and pac l\dgmg (lmerl)oald kmft paper, corr ugdled boxes,(

ete), pnmmw and fine 1 papers. tlssue, market pu]p and

pulp mill by- pmdum chemicals.

. Certain industry ‘egment mfonmau n f01 the years
1983 llnouuh 1985 is

The Corporation’s sales to foreign’ mdll\eLs repnesehlcd

pxcsented on 'lhc foliowmg p g

less than 10% of total sales to unaffiliated customers in
cach of those years. No single customer accounted for ~- "~

more than 10% of total sales to unaffiliated customers

SGP 0030579




" "Sales to Inter-

Unaffiliated  segment

(Millions) - *"Customers Sales Revenues {Losses) Depletion Expenditures "
L R “Year ended December 31, 1985
Building products 84470 $ 44 . 84514 . :

!’ulp:'énd paper

Loo213 65 2,199
112 - - 112

16

Other aperations

6.7

Eliminations and adjustments

Intersegment sales P

. Z:Tix{\bpr_y hﬂ'&lirﬁbéﬂéhds R

Unusual items (Note 2)
General corporate

Inlerest expense -

Income taxes - = =

CUHUHIUHg l);)(:fﬂlii)”a

Discontinued operations. net

-

ded Decerber

Year eri

Pnlp;qnd papzr :

Other operations

e

Interségm
BN R
Fimber and ti !
Ry o
Unusual items’(Notc 2)
iy B
General carporate
Anterest expense .

N

Income taxes

Py =

Conli

Building product

Pul pand pape

Other opérations
.

Eliminations and adjustments

Intersegment sales

Timber and timberlands
Lnusual items (Nate 2)
Geneéral corporate”
Interest expense

Income taxes

Continuing operations v ::j;'r().O‘l-O: . ,:5.96@ _
Discontinued upmiatiuna. nel Lo s I 429 ) 71 e 500 : f—)53 T
Total $6.469 & - 36469 8105 8371 - 271 84732 :
Intenegment sales are recarded at estimated fair market values and income on such sales is included in vperating profits (losses).
. . Y
Intersegment sales and assets for timber and timberlands hate not been allocated 1o industry segments because they are managed jointly to supply raw
mittertals to both the building products and pulp ard paper segments. ; ’
Logzs and restdual fibers are included at cost in the operating profits of the vanous manufacturing faciliiies.
4




" #December 31 -
1985 ..

mn credn and term’ ok greemel
o5 - T

- .. 7 aceceplance drafts-
. ptance drafts: nd estabhshes G
;'

. Bunks
"8 % vterm loa
Other B R

Notes
7% - _
10.1% duc 1990, redeomub]mn togs 150 130,

A
ured re\ol\'

Hualmg rate, Lurmn(l) 8. 13% due 1987

> ﬂgreement i5'with

E:f%‘« "hs?;

? rates of 8. 50% o 10 30% malunng oL T . .
annually 1986 lhmugh 1990 55 -
Discount term debentures, effective interest

rate 11.30% due 2015 77 _

1598 1421 ¢
41 38
c o E e $1.257 81383

es of]ong term debt are $41 xmlhon“’
'in 1986, 8176 mllhon in1987, 893 million in 1988, $14 Saea .
"million in 1989 and 3227 mllhon in 1990. ) o ‘ e

Thc schod u]ed malu

SGP 0030581
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The Corporation refinanced $100 million of 7%4%

notes with commercial paper borrowings in January 1985. ments for the years 1986 and 1987. y

During the 1985 second quarter, $10 million of 15% notes The ﬂoanng rate notés-are convert] )]e by the ho]der, o

were repurchased, after which $54 million of.‘t}ies'e-notes prior to April 1, 1987, into 8'2% dcben!ures duy 2009“ ;
remained outstanding. In July 1985, the Corp.oration ’ and are redeéemable in whole or in part at the Corpora- g
retired 3150 million of 8%4% term loans prior to their tion's option. Prior to Apnl 1, 1987, the Corporanon midy )

scheduled maturity. also convert the notes, mto fixed rate debentures due 2009

On June 20, 1985, the Corporaﬂon isg

ata deﬁned pmmmm over the yield on 30-yéar treasufv

face amount of dual serial discount debentures, mcludmg securities, but not less than 8'%%% “he conversion by’ the

$70 million face amount of zero coupon debentures and Corporalmn is SU})JP(,I to th(’ election by the holdcr to have
8125 million face amount of discourit ferm’ debentures. the notes mature on the spm ificd conversion date The -
The zero coupon debentures mature annually from 1986 interest rate on the notes Js ad)us' able scmlannuall) to

through 1990, have effective interest rates ranging from
8.55% to 10.30% and may not be redeemed. “The dis-

count term debentures mature m 2015 “do not bear mterest

The C rporauon has wterest o L\Change agreemen!s

prior to June 13, 1990, but bear interest thereaﬁer ai

. w1th cenam mstltutlons One of i agreements pmwde S
; : R
e

11.30%, require the Corporatlon t0 make'smlq g fund

pavments commencing in 1996 and are redeém })le {sub-"
3 RS
" ject to'certain rosmchons) af any nme on or after June 15,

,‘r 1" 134 Y, .‘»1'3‘:,.

Dunng'1985 ~$22 mﬂhon_of‘poﬂupon-conuﬁl revenu

the d(.qulsmon and conatmctlon of certain polluhon comrol o

facilities and to reﬁnan(,e eushng revenue bor\ds These

borrowings had an avemge mlcrest rate of 8 85% at tp
. CA “"L‘;

on‘g-t

e e

Hlion re)atmg to cerlam maﬁufactu

The 12‘/4% bmkmg fund debemures mature ir] 120137

-require the Corporation to make smkmg fund pa

commencing in 1994 and are redeemable (sub)e'ct ocer. “and pa\s all COSlS mc1dental to ownvr\hx ) o(lhe propemes
tain restrictions) at any time at the Corporation’s bplion. Certain insurance company loan a ;eements and the

The 5% % convertible subordinated debentures mature 5”:”/0 convertible subordmated de]J(’ﬂllU es plac llml a-’, - .
in 1996 and are convertible into cammon stock at $30.87 tions on cash dxv1dends that can be paid. The amount of ) l
per share. The indenture provides for a sinking fund for .~ - relained earnmgs dvaﬂable for cash dividends undcr lhe o R ;
the redemption on April 1, in each of the years 1986’ 7 most restrictive covenants of these agreemenls is appmm- ' ‘
through 1995, of not less than 5% nor more than 10% of . . mately 3775 mllhon In addmon the insurance company |
the debentures outstdndmu on Apn] 1,1981, At -+ - - = - loan agret’ments requxm !he Coq)oulum to mamldm a ‘ ;
December 31,1985, the Corporation had repurchased minimum of $250 million of consolidated working capxtal ' ;

and impose certain limitations on additional borrowings.
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NOTE 7. REDEEMABLE PREFERRED STOCK

(Alillions)

Adjustable Rate
Convertible Preferred Stock

Series  Series  Series

A B C Total

Balance at December 31, 1982
Shares cancelled
Amortization of the excess
imvoluntary liquidating
value over fair value at

1ssue date

8145 832 $32 8209
- (1 h

Balance at December 31, 1983
Shares repurchased
Amortization of the excess
imoluntan liquidating
value over fair value at

issue date

148 33 34 215

Balance a1 December 31, 984

Shares repureh:rsed g

Amortization oflllecrcess N
imoluntary lxqundalxng -
value over fair value at

issue date

119 34 37 190

B2 @ - @0

"'Bdldmal D unbcr31 1985
were as follows:

Series A -

. -Series C
T leal B

The numl)er of shares of adJustable rate convertlble

preferred stock (preferred stock) issued and outslandmg

S(rus B

The preferred stock is recorded at falr markel value o |

date of issue. The excess of involuntary liquidating v value

over such fair market value is being amortized over a

10-year period by a charge to retained earnings and cor-

responding credit to preferred stack.

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 toa

maximum of $4.00 per share should the Corporation fail

to make the scheduled purchase offers, as described in the

) and an mvoluntary ]Jquxddnng1 va]ue of $39

following paragraphs, unless the average’ of the la:at reported

sales pnces for the Corporation’s common stock durmg a
prescnbed period of time is at least 108% ofthc conversion
price of the preferred stock during such penod Subjecl

to adjustment for common stock dxvxdends and sphts ‘each

" share of pre[en‘ed tock has a conversron pnce of $39.00

and is
converuble nto one share of common stock and entitled

1o one vote. In addition, whenever six quanerl\ dividends

- on Series A pre'ferred stock are unpaid, the holders of

such Series A stock are entitled to elect two directors of the

Corpo

ration unul al] pcmt div 1denda have been pd.ld

'v1ded that the avemge of

the lasl reported sdles prices

. anfihof\ E'quily» B
n Total Debl

B Deferred Taxes

for the Coq)orallons com-

mon stock is at least 125%
L Rcdccmabl Preferved Stock
of the then conversion price

of the preferred stock. Thereaﬁer the preferred stock may

bé redeemed wnhout limitation, at $39.00  per share plu:

1

accumulated dmdends
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NOTE 8. COMMON STOCK

At December 31. 1985, the following authorized shares of

the Corporation’s common stock were reserved for issue:’

Emplovee Stock Purchase Plan o 883,000

Stock option plans S . O : .5‘21_;?.000
Comersion of the 5% % cor_\\gn{bh o . Y " . -
subordinated debentures - ’ . t 2,830,000
Canversion of the redeemable preferred stock <L 4.567.000
13,492,000
The 1984 Employee Stock Purchase Plan (Plan) reserved " in subbequcnt penods for market mlue ﬂuctuahons In

for issue 883,000 shares at a subseription price of $17.00 1985, 1984 and 1983 the compemanon ekpensw )

per share. As of Dccember 31 198 092 :’ubscnbers

- explred on May 31) 19844 :

“The1974. Employee Stock Ophon Plan,(74~ Plan)
resened fcr issue 236 000 shares Ophons for bhares can

no longer bc gmntu‘l under the 74 Plan

AL g

_the amount by w uch e market value of t lhe common

stock. as deﬁned e\ceeds the’ opuon pnce Prior 101986 T
. subordmated debentures’
ofﬁcurs WCI‘L gmnted m addmon to similar cash awaxds, . ®
‘and the redeemable re

rights tc surrender all or part of the related stock option in

. . ferr(‘d stock are subject

exchange for common stock with a fair markel value equal
o) to adjustment for certain

to the amount by which the market value of the common . - S

C . changes in t}-me’vca ‘ita]
stock, as defined. exceeded the option price. wehang prat ; S
: slmcmre mcludmg com- ST

mon stock sphls and
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. Ammmg the actuanal presem values of. accumulated p]an -

kMi/[an s)

NOTE 9. RETIREMENT PLANS _

Most of the Corporation’s employees participate in non-
contributory defined benefit pension plans. Contributions
to the plans for hourly employees are based upon either
the hourly rates set forth in various labor contracts or the
actuariallv determined cost. The Corpbralioﬁ has a single t t
appr(mmately 11,000 ell "ble mplo:'

1ol o [N

plan for all of its salaried employees to which contributions . -

are also based upon the actuarially determined cost.

'Appm)umately 8185 million of these_nel

s 5,‘."’:?:3\%

Presented below is a comparison, for the defined bulmns to lhe former Stock Bo)

benehit pension plans administered solely or jointly by the

,1985.

assets available for the payment of these benefits. The ‘was 313 nnlhon in 1980 Contnbquns to “the former a

Corporation. of the accumulated plan benefits and plan efTecnve January The 6o 'ofthe Savmgs Plan < -

assumed annual rate of investment retura used in deter-.

benefits was 7. 5% in 11985 and 1984 :

e
TR

-employer pensmn lans n‘facco

unfunded vested beneﬁls

The Corporations lo(a] expense for dcﬁned beneﬁt en- - r ilr'n“ ension -
p P p um penston

: REAE
sion plans, including contributions made to multi-employer ~ habLhty no later than 1989 For pl ans 0utsx e’ e}JS, the
pension plans and amortization of unfunded prior service effective date for all standards is 1989. These new standards

costs over periods ranging from ten to thirty years. was will be adopted prospectively, and thus, the accompanying
835 million in 1985, $26 million in 1984 and $19 million ﬁnanma] statements w11] not be res .
in 1983.

The Corporation also sponsors a Savings and Capital

Growth Plan (Savings Plan) to prowde ehg1ble sdlaned

emplovees with additional income upon rétirement. The * -

Corporation makes annual contributions to the Savings ﬁnanual posmon or results of opemt\ons when adoplrd
Plan equal to 3% of the first $100,000 of each par- - . e
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NOTE 12. CHANGE IN ACCOUNTING POLICY :

As ofJanuary 1, 1983 the Corpora' n adop ’
' xequu‘ements of Slatement of Fi lnaﬁcml Accounting Stan- .
dards No. 52. As a result the ﬁnanoxal statements of the
Corporauons forelgn operanons are Uanslated_}nto U S :




e e Ly — > e !

NOTE 13. ACQUISITIONS

. On July 16,1984, the Corporati_onyaciquired certain

_assets from St. Regis Corporation in a transaction ‘
accounted for as a purchase. The purchased assels”
included a linerboard and kraft paper mill, related tim-
berlands and cutting contracts in Mlssmlpp!, 16 cor- =
rugated Lontamer planls and certain current assels
related to those operations. The purchase price C0n51stcd
of approximately $221 million in cash and a $110 million

noninterest-bearing five vear note repayable by surrender

40 NOTE 14. OTHER ASSETS

e In 1980 \he Corporahon formed a Jomt vemure

985 and $15 ?nﬂhon il] ]984 131

with Melropohtan Life insurance Compan) Each parmer -

has a 50% interest m the wentuve. GA MET owns and

market ra es, ofﬁce space m the A
ML T I N A L
]ms Ioan agreemems wuh various ban

Z'a .

Income from conhnumg opcratmns before
- (w(raordumr\ item '; ) "
Income (loss) befon r;\lruonhndn item
Net income (]ms] V B T . 49
Per common share income from continuing

operations before eatraordinary item

Primary L. . A 43

Fulh diluted oo ' 42
Per common share income (loss) before

extraordinary ttem

Primary S S 43

Fully dilwted " EE T .
Per common share netincome (loss) - T -

Primary 43 a5 6l 78 23 76 T 31 (0D

Fulty dilued : 42 A4 .60 76 23 75 .36 (1.01)
Dividends declared per common share .20 15 .20 13 .20 20 -20 .20
Price range of common stack ’ C

High 27.38 25.75 25.13 25.00 2563  .23.50 26.88 25.25

Low 21.00 20.63 20.50 18.13 21.13 18.00 20.63 20.63

Income from contimung operations before extraordinany item includes a $19 pullion pre-tax gain from the sale of timberlands in the ])8) G5t guaster ruul a
£ 0f P

SR [

SGP 0030587

319 million preaax gain on the sale of the Portland office building in the 1984 third quarter.
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NOTE 16. UNAUDITED SUPPLEME\ITARY INFORMATION )
ON THE EFFECTS OF INFLATION o )

The supplementary information i in this foomote sels forth

se]cued ﬁndnma data rdatmg to the effects ofspecxﬁg -

price chanéns onthe individual resources of the Corporanon.

in accordance with the current cost disclosure reqmru .
- ments oﬁhe Fmanma] Accountmg Standafds’ Board e

aggment beheves lhdt the eslmmtes have ‘

bcen dew]oped in a reasonable mannér in comphdnce

6.509 -
3 2077

with the requirements of the FASB, it should be recogmzed

that they may be of only limited value because of the

numerous assumptions and subjective judgments inher-

entin the esumauon pl’OLLbb Therefore ‘the mformalmn

ision for mcome taxes }ms not bcen

the FASB, the prov

adjusted for increasing curr ent costs because such

increases are not dcduulblv for income tax purpows




It shou]d also be pomted out that the adJustments

requwed by the FASB represent an anempl to estimate - certain other cost savings. The cost sanngs wou]d lJe real-

what it would cost in terms of today’s dollars to build cur- ized pnmanly in the form of mduced manpower mquxm

rently existing famhncs. Thus, the caleulations do not
“reflect the economic beneﬁl of new technologv which

would be reahzed by rep]acmg the Corporauona e)ustmg

FIVE-YEAR COMPARISON OF SELECTED SUPPLEMENTARY FINANCiALgpATA TR V
ADJUSTED FOR EFFECTS OF CHANGING PRICES '

Year vndvd /)c::embcr 31

(Milhwns, except per share amounts) i . »EBE 1984 1983 <1982 1‘)8} )

Net. aul(‘s

lncome (loss] fro
A: rvponod

Ty
Per common sharé mcome'(loss) fmm onlmumg

Cnnnuner Price ’Ildl'lﬁJr All Urban Consumer\ :

2 Before cumulative effect of accounting change in 1982.
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maintains a svstem of pohCJes pmcedums and controls
which is designed to provide masonable assurance that,

assets are safeguarded and that ace ()unllng records are

reliable. \Iandwmem behe\'es thd( the prop

smf( haw full and free access to th Alldll Commmee

mw

James C. Van Meter

E\CL,U(]\C Vice Pmslden( dn(l

Chief Financial Ofﬁcer

T. Marshall Hdhn.Jx - o T A B e
Chairman and  -. . -. .~ . ’ e ]
Chief Executive Officer

Februam 14, 1986.

SGP 0030590
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- Net assets of chsconlmued operauons

: T(_)la] asset§

s Per common, share

FIVEYEAR SELECTED FINANCIAL DATA’

(ﬁiillions, except p?r share anu‘mnts)-
R

Operations

Net sales

Costs and expenses
Costof sales o
.Selling, general and édministra
Depreciation and déplétion g

Interest

Income (loss) from continuing operations before Imusual i nems, mcome taxes
and extraordinary items! :
Unusual items

Provision for incon. taxes

Income from conti:- ing operations béfore extraordinary items
Financial position. end of year |
Currcnl a.ssels
Timber and umber]ands, net

Property, planl and eqdlpment net

‘Other asse!s

Current liabilities -
- Long-term debt

Deferred income taxes

Redeemable preferred stock

: Cnpllal expendltums

Dividends declared
Market price: High

18.00
25.00
'19.58
103

Low 55 . 1775 .
20.13

18,99 -

Year end

Book value

Shares of cammon stock outstanding a( year end : = .

Number of common shareholders of record (lhousands)

Number of employees ((housands)

Selected ratios

Return on capital employed 2

¢ ,,_:8:1% -

Return on common equity? - o . -10.2% “12.6% 38% ) 1:0% - 4.6%
Total debt/capital ' 33% 36%  38% - 42% - 43%

1 . . .
Before cumulatire effect of accounting change in 1982. P

] - . . . . . . . . .
The methods of caleulating these amounts are described in the Financial Review section beginning on page 19.
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Trade _saiiés e

Building pn;ducis )

S;ruclhrél panels

Thermosetting resins

Other

$1,666 . 25% $1.637

Lumber ~ "0 1434 1461

Pulp and paper :
Containers and packagnrig’}

Glarrg e T P TP

s e s

g
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Building Products .- - - -
Softwood plvwood (%") (m.sq.01.)

Hardwood plywood (sm) {m.sq.fi.)

Particleboard (3%") (m.sq.f1.)

v Softl)oard (*2") (m.sq.ft.)
Hardboard (%") (m.sq.f1.)

Fiberboard (%) (m.se.fi)

" 360
) 55
Panelboard (&%) (mosq.i) ’ V - 460 LT , ] X : oo A3
Waferboard (%"). (m~qﬁ] o o B R i - 23

16 Oriented strand boqrfi (3/8”} (']]‘Sf]'ﬁ") .

. Lumber (m.bd.ft) .-

R C)‘psu‘n; b-o‘:a‘fd (msqfl)

{

Roafing —shingles and rolls

,Formaldehy"d:e,(m.vlbs.) s

(m.ibs)’

* “Thermosetting resin

...Distribution cente

o . Pulp and Eapé

ot

Paper (ttons) ¢

i Corrugaled‘[‘q;mkaging (m.sq.ft.)
Tissue products (Lions) oo

’

- Miscellaneous Facilities

Building produéts

Ownedinfee %" .-

" Coutrolled +. © - o

Y515

surfiace measicre beusis

! Total for pulplpaper

U= thousands

m = millions

: | SGP 0030593



EXECUTIVE MANAGEMENT COMMITTEE

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

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

Harold L. Airington
Executive Vice President
Building Products

J. Kermit Birchfield. Jr.
Senior Vice President
Legal and Governmental Affairs

47

Robert A. Schumacher
President and

Chief Operating Officer

Conrad Schweitzer
Executive Vice President
Pulp and Paper
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DIRECTORS & OFFICERS

DIRECTORS
T. Marshall Hahn, Jr.!

Chairman and
Chief Executive Officer
Atlanta, Georgia

Willard S. Buothby, Jet?
Managing Director

Paine Webber Incorporated
Investment Bankers

New York. New York

Robert L. Clare, Jr* >
Partner. Shearman & Sterling

Attorneys
New York. New York

Robert B. Claytor' 3 *
Chairman and

Chief Executive Officer
Norfolk Southern Corporation
Norfolk, Virginia

Harvey C. Fruehauf, Jr.' *
President

HCF Enterprises, Inc.
Private Investment Company
Detroit, Michigan

Richard V. Giordane® *
Chairman and

Chief Executive Officer
The BOC Group
London, England

- 12
Francis Jungers
Private Business Consultant
Sunriver, Oregon

F. James McDonald®
President and

Chief Operating Officer
General Motors Corporation
Detroit. Michigan

Robert E. McNair? °
Partner, McNair Glenn
Konduros Corley Singletary
Porter & Dibble

Attorneys

Columbia, South Carolina

Chauncey J. Medberry? *
Director

Bank of America NT. & S.A.
and Bankamerica Corporation
Los Angeles, California

Harold E. Sand™>
President

Sand Investment Co.
Portland, Oregon

Robert A. Schumacher
President and
Chief Operating Officer

Darien, Connecticut

'Executive Committee

2 . .

“Audit Committee

?Stock Option Plan and
Management Compensation
Committee

*Finance Committee

3 L )
Nominating Committee

OFFICERS
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

Conrad Schweitzer
Executive Vice President
Pulp and Paper

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

J. Kermit Birchfield, Jr.
Senior Vice President
Legal and Governmental Affairs

John H. Dunkak

Senior Vice President
Western Pulp and Paper

Ronald P. Hogan
Senior Vice President
Distribution Division

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

Jouseph J. Armetta
Vice President
Distribution Division
Midwest Region

Howard S. Bergen
Vice President
Chemical Division
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Dasvid S Dunling
Viee President

Frinting and Paper Division

Willie b Duhe
Vice President
Fastern Wood Produets

Manufacturime Division

Diane Durgin
Vice President

Lo and Secretary

Pronald 1., 1 lass
Vier Pre<dent

Rooiing Division

Stephen K Jackson
Viee President
Distribution Dy ision

Marketing and YWhvertising

Joseph Ho Jomner
Viee Presudent
Controller and

Information Resonrees
\red 2 Lee

Vice President

Cansumer Paper Praduets
Georse VL MacConnell
Viee President
Diatribution Division

Northeast Region

Daniel Ao Martines,

Vice President

Southern Pulp and

Paper Division

John I MeGovern
Viee President

Finance

Dennis B VMelstrom
Vice President

Pulp and Paper
Information Resources
Thomas ¥ Mitchell
Viee President

Government Afars

Dewes 1. Mobley
Viee President
Western Wood Produets

Manutacturing Division

Mian J. Nadeau
Vice President

Northern Pulp and Paper Division

!\x‘“_“. f‘., Pu\u'“. }!
Viee President
Distribution Division
Western Region

John F. Rasor

Procadent

Viee

Mid-Continent Wood Produaets

Vianufuctueing Dy ision

David W, Revnobds
Viee President

Human Besourees

Robert AL starling
Vice President
Distribution Division

southeast Region

Marion L. Talmadge
Vice President
Fxecutive AHairs

Douglas A, Thom

Vice President

Packaging Division

Carroll T, Tolar
Vice President

Engineering

Lawrence B Trammel
Viee President
Distribution Division

Southwest Region

Michael A, Vidan

Vice President

Wood Prodnet~ sales Divison
Viichael B, Wilson

Viee Prestdent

Sales and Marketing Consumer
and Comnercial Paper Products
Wavne I Tamblvin

m
1 regasutrer

INVESTOR INFORMATION

Corporate Headquarters
Geordia-Pacitic Center
3

135 Peachitree Street. NI,

Viania Georsia 30303

Stock Exchange and Symbols
Georgia-Pacifie Corporation
Common “toch (GPyand
Prefereec <toek (GP Pr A).
(GP Pr Brand (GP Pe G are
Hsted o the New York

Stoek Faehangee

Transfer Agent and Registrar
Bank o vmerica NT & 3.8
Corporate \ueney Service Center
PG Boy 37002

san Franeiaco. California Q057

Shareholder Information
Registered G-F shareholders are
eligible 1o participate in the G-P
Dividend and Cash Investimeni
Plan. For information an the
plan. or for shareholder
mformalion. write to:

Corporate Seeretary

Department

Georeia-Pacilie Corporation

Po. Bos 13605

Atlanta, Georgia 30318

1404 521-3210

Financial Information
A copy of the Georgia-Pacifie
1985 Annual Report to the Secu-
rities and loxehange Commission
on Form 10-K will be supplied
without charge at any time after
Mareh 31,1986, Annual Statis-
teal Lpdates are also avatlable,
Requests for inaneial infor-
mation ~hould be direeted to:
Richard \. Good
Divector=Investor Relationas
Georaia-Pacilie Corporation
P.O. Bov 105605
Mlanta. Georgia 30348
04y 321472

A equal opportunity emplover

Lathograplied

the United States o \mieviea
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