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President’s Report
to the Shareholders

We enter 1983 on an optimistic note leaving behind a
three year recession. This recession was precipitated in
the fall of 1979 when the U.S. Federal Reserve began its
tight money policy. The same agency is presently
expanding the U.S. economy by providing money and
credit. The U.S. inflation rate is now under control and
interest rates which have fallen dramatically since mid
1982, continue to move down. | emphasize the U.S.
situation because it is our main market, and it will be the
bellwether market for world wide economic recovery.
There is reason for optimism, and 1983 could be one of
the good years for the lumber business. Certainly the
mid eighties will be among the best years we have seen
in our business.

1982 in review

In 1982 the global recession created a disastrous year
for us. There was neither consumer confidence nor
business confidence, and interest rates were punitively
high for most of the year. In the North American market
the lack of buyers for new housing discouraged building
activity, lumber sales were difficult to make and prices
were unsatisfactory. Other world markets were similarly
depressed. Our sales in 1982 were $130.7 million, up
from $115.8 million in 1981. This increase in sales is
attributable to the operations of the Nanaimo sawmill
which has been performing well, and from which we can
continue to expect increasingly good results. Our 1982
consolidated loss from operations was $23 million, after
expensing interest of $24.6 million. In the previous year
the consolidated loss from operations was $11.9 million
after interest expense of $16.5 million. During 1982 we
operated at 58% of total sawmill capacity because of
market conditions. Logging was curtailed, and business
was down in all divisions. Fortunately we had no capital
projects underway, and our costs were well controlled.
The only exception was interest expense. In mid 1982
the Canadian prime rate on which most of our debt is
based stood at 184%, and U.S. housing starts on which
we depend looked to be less than 1 million units for the
year. At present the prime rate is 114% and U.S. housing
starts in 1983 should range between 1.3 and 1.4 million,
two positive and dramatic reversals which are benefiting
the Company in 1983.
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Western Forest Products Limited

Throughout 1981 and 1982 a number of steps were
taken to adjust the operations of Western Forest
Products Limited (Western). As a result, this company is
out of the sawmill business, and is concentrating all of its
efforts on logging and on the production of kraft pulp
and sulphite dissolving pulp. It has been burdened with
a large floating rate interest load and it has had to bear
the substantial severance and extraordinary costs of
trimming its operations. In 1982 the markets for pulp
have been weak, as a result of which the two pulp mills
of Western ran on an intermittent basis. This type of
operating schedule increases costs far beyond normal
levels. Western is now benefiting from lower interest
rates. When the pulp business comes out of its present
downturn the company will be assisted in two ways; its
costs will decrease with the pulp mills operating on a
regular basis, and its selling prices will improve.
Western's timber is its most valuable asset and the
company is an important supplier of logs to Doman
Industries.

Employees

Labour relations were good in 1982. There was a great
deal of extra effort put out by our employees at all levels
and in all divisions. These willing efforts together with the
positive attitude evidenced by every employee with
whom | came in contact in the year are very



encouraging. | would like to thank all of our employees
for a job well done. The Company currently employs 681
people on a full time basis, down from 780 people at this
time last year. In 1982 the Company paid salaries,
wages and employment benefits of $27,337,000

(1981 $21,000,000). In June 1983 a new two year labour
agreement will be negotiated by Forest Industrial
Relations for the B.C. Forest Industry.

Board of directors

In 1982 Mr. Chester Johnson was appointed to our
Board of Directors. Mr. Johnson is a director of a number
of Canadian companies and is President of West Fraser
Timber Co. Ltd., a private company with major forest
products manufacturing facilities in the interior of British
Columbia. Mr. Johnson was formerly the President and
Chief Executive Officer of Whonnock Industries Limited.
He is an outstanding Board member, and has
contributed greatly to the well being of the Company with
his advice and counsel during the difficult business
conditions of 1982.

Stock dividend

Our first cash dividend was paid in January 1972 and
from that point regular quarterly dividends in increasing
amounts were paid through to January 1982. While
quarterly dividends were omitted for the balance of
1982, a 2% stock dividend (1 share for each 50 shares
held) was distributed to shareholders on January 3,
1983.

Financing

In December 1982 the Company converted $40 million
of its short term debt with the Royal Bank of Canada into
$40 million in redeemable preferred shares issued from
treasury to the bank. An additional $8.7 million in short
term debt was converted to a capital loan with the bank.
The bank was paid a financing fee and used the
proceeds to subscribe to 748,179 common shares,
which subject to authorization at the Annual General
Meeting of Shareholders in 1983, will be limited voting
Class B common shares.

Outlook

In summary, the ocutlook for 1983 is distinctly positive.
While it is always hard to forecast the point where
recession ends and the benefits of greater business
activity will be realized, the negative conditions of the
past three years are reversing and the recovery trend
has started and is underway. The fundamentals are now
in place in North America for a recovery in housing. In
the U.S. the inflation rate is under control, we expect
conventional mortgage rates will settle around 12% and
the prime rate should approach 10% in 1983. While
interest rates may rise again by 1 or 2% this will probably
not take place until the recovery is perceived by the U.S.
Federal Reserve to be well underway. Housing starts in
the U.S. are expected to run between 1.3 to 1.4 million in
1983 and around 1.6 million in 1984. The demographics
indicate an extraordinarily strong demand exists for

housing in the U.S. The threat of a U.S. countervailing
duty should be resolved one way or the other in March
and | will have more information on this at our Annual
Meeting. On the cost side, we are experiencing much
lower interest rates and the lower inflation rate is helping
us to control general costs. Productivity is high and we
have been able to lower break even points.

The Company is lean and efficient. Its balance sheet and
working capital have been restored to a healthy position
at December 31, 1982. Our three main sawmills are at
the forefront of present technology, particularly as this
applies to the processing of all types of logs, including
low grade logs which can be difficult to handle. These
mills have a high lineal output and are modern and up to
date in every respect. We have invested heavily in the
Forest Industry in B.C. All of our assets, including
modern plants, extensive logging facilities and highly
trained people with the right attitude, are in place and
represent our future. These assets will achieve great
results in the coming cyclical upturn in the lumber
business. While the 1980’s have been slow in getting
started the future for the lumber business over the
balance of this decade is excellent.

Respectfully submitted,

-— —

H. S. Doman
President and Chairman of the Board

DUNCAN, B.C.  February, 1983



About the Company

The business of Doman Industries Limited includes
logging, sawmilling, lumber remanufacturing, truck
transportation, domestic marketing of building supplies
and lumber exporting. The Company is vertically
integrated in the lumber industry. Through its one-third
interest in Western Forest Products Limited, Doman
Industries is also involved in the production of kraft pulp
and sulphite dissolving pulp.
Sales according to the main categories of business over
the past five years have been:

1982 1981 1980 1979 1978

(in millions of dollars)

Logging, manufacturing

and exporting .......ccoevveivivncciiiii. 111 87 83 90 94
Domestic building supplies .... 12 20 19 15 14
Truck transportation ..........cccoeveeveeenne. 8 9 @9 & 7
el | T e 131 116 111 113 115

Logging

Doman Industries has four major logging divisions on the
coast of British Columbia located at Jervis Inlet, Nootka
Island, Rivers Inlet and Kimsquit River. These four
divisions operate on Timber Supply Areas (“TSA's”)
which are areas of Crown land managed by the Forest
Service of British Columbia. Each TSA provides the
timber needs of a number of operators. The Forest
Service calculates the rate of annual timber cutting
which will permit the area to provide a sustained yield.
Our logging operations at the above four locations are
based on tenures known as Forest Licences. Under this
form of tenure, we have the right to harvest a specified
amount of timber, known as our allowable annual cut,
and we have certain responsibilities for reforestation and
fire protection. Authority to cut is conferred by the Forest
Service through the issuance of cutting permits. The
Company also has several small logging operations
based on Timber Sale Licences which permit the
logging of Crown timber on designated tracts of land
within TSA's.

Log supply

The Company is able to supply two thirds of the logs
required for the 580 million board feet annual rated
capacity of its five sawmills from Doman logging
divisions, logs contractually committed to Doman and
logs acquired on a fibre exchange basis for Doman
sawmill by-products. The remaining one third of the logs
required are obtained on the Vancouver log market and
from independent suppliers on Vancouver Island.

Sawmills

Doman Industries owns and operates four sawmills, and
from December 1, 1981 has leased with an option to
purchase, the New Westminster sawmill of Western
Forest Products Limited. These sawmills are situated
close to deep sea docks and rail lines. Three of the
sawmills are located on tidewater at Nanaimo, Ladysmith
and Cowichan Bay on Vancouver Island. The fourth is a
dryland sawmill at Chemainus on Vancouver Island. The
New Westminster sawmill is located on the Fraser River.
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The Nanaimo plant includes a large log sawmill and a
lumber remanufacturing plant. This sawmill has an
annual lumber production capacity of 200 million board
feet. The remanufacturing plant is an integral part of the
Nanaimo sawmill and provides the facilities to upgrade
lumber without slowing down the sawmill's production
flow. The remanufacturing plant is also able to process
lumber and cants from other sawmills. An important
feature of the Nanaimo plant is a barge load-out to
handle waterborne shipments of by-products from the
Company's Vancouver Island sawmills. The Cowichan
Bay sawmill cuts small and medium sized logs and has
an annual lumber production capacity of 145 million
board feet. The Ladysmith sawmill cuts small logs and
has an annual lumber production capacity of 125 million
board feet. The mill at Chemainus has an annual lumber
production capacity of 30 million board feet and cuts
logs of all sizes. The adjacent remanufacturing plant
handles both lumber from this sawmill and lumber
purchased from others. The New Westminster sawmill
has an annual lumber production capacity of 80 million
board feet. All five sawmills have planer mills attached
as an integral part of the manufacturing process.

Sawmill by-products include pulp chips, sawdust and
hog fuel. Most of the Company’s Vancouver Island
sawmill by-products are moved by truck to two
Vancouver Island pulp mills and the balance is shipped
by barge from facilities at the Nanaimo sawmill. By-
products of the New Westminster sawmill are shipped by
barge from facilities at that mill.

Lumber production

The combined lumber production capacity of the five
sawmills of Doman Industries, on a three shift five day
week basis, is 580 million board feet, (mfbm) annually,
1981 500 mfbm, 1980 300 mfbm. In 1982, 1981 and
1980 lumber production was curtailed because of poor
market conditions.

Lumber production over the past five years (including
production of a small Vancouver mill sold in 1978) has
been:

1882 1981 1980 1979 1978
(million board feet)
Lumber production .........c..cccoeveeeennee. 335 245 248 240 305

Lumber marketing

Canadian markets are serviced by truck and by rail.
Doman's lumber is also sold through its five domestic
building supply outlets on Vancouver Island and in the
Vancouver area. U.S. markets are reached by truck, rail,
barge and ship. Deliveries to offshore markets are by
ship. Canadian truck and rail shipments together with
lumber sales from the five building supply outlets
accounted for 14% of lumber footage sold in 1982, (1981
17%). Barge shipments to the U.S. West Coast together
with U.S. rail business represented 11% of lumber
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footage sold in 1982 (1981 24%). Sales on the U.S. east
coast, where our lumber is delivered by ship accounted
for 57% of 1982 lumber footage sold, up from 51% in
1981. Offshore markets accounted for 18% of 1982
Doman lumber footage sold, up significantly from 8% in
1981. The distribution of lumber footage sold over the
past five years has been:

1982 1981 1980 1979 1978

Canada) oo venomn s 14%  17% 17%: 14%: 12%
United States ... 68 75 50 61 79
@therEXpont e ammmen ey 18 8 38 25 9

100% 100% 100% 100% 100%

Transportation

The Transportation division conducts a public freight
business in British Columbia, Washington and Oregon
using 70 highway diesel tractors and 180 trailers.
Additional equipment is leased as required. Our
business is handling trailer load lots principally for the
forest industry and the construction industry. Specialized
pieces of equipment for hauling pulp chips, hog fuel,
sawdust, chemicals and other bulk cargoes are
operated by this division. In addition to its public freight
business the transportation division does the hauling for
the Doman sawmills and for the Doman Building Supply
Centres. Truck dispatch and repair facilities are located
at Duncan on Vancouver Island and at Richmond, B.C.
Annual sales of this division in 1982 were $8 million.

Domestic marketing of building supplies

The Company's domestic building supply yards are all
located in British Columbia, with two in Victoria and one
in each of Duncan, Nanaimo and Surrey. The Duncan
yard includes a ready-mix concrete business. The
building supply yards are supported by assembly yards
at Chemainus on Vancouver Island and at Richmond,
B.C. The domestic division sells lumber and a full range
of building materials. Annual sales of this division in 1982
were $12 million.

Western Forest Products Limited

Doman Industries, British Columbia Forest Products
Limited and Whonnock Industries Limited each own one-
third of the shares of Western Forest Products Limited,
(Western). Western is a pulp and timber company and
owns a kraft pulp mill at Woodfibre on Howe Sound, B.C.,
and a sulphite dissolving pulp mill at Port Alice on
Vancouver Island, three Tree Farm Licences, fee simple
lands some of which are under sustained yield
management and certain old temporary timber tenures
on the coast of British Columbia. Western is an important
supplier of logs to Doman Industries.






Financial Reports

Financial Summary 1972-1982 .. .............. 10
Earnings and Retained Earnings .. ............. 12
Changes in Financial Position ................. 13
BalanceSheet......... ... ... ... . ... 14
NEIED oo mon oo s o a0k o0 6 ke o5 a0w0 08000 16



Financial Summary 1972-1982

(Thousands of dollars except for earnings per share which
are in dollars. Beginning with 1976 figures are for the
twelve months ended December 31, prior to 1976 figures
are for the twelve months ended October 31.)

1982 1981 1980 1979
EARNINGS
SalEs Rl A e 130,729 115793 110,565 318808
Earnings (loss) before income taxes...... (29,482) (16,991) 1,861 18,085
Icome taxes. o s s e o (3,508) (6,089) 14 7,405
Netieaminasi(loss)o el asiain o (25,974) (10,902) 1,847 10,680
Earnings (loss) per common share ........ (3.93) (1.65) .28 1.62
CASH FLOW
Operations (negative) .........cccobiinan. (15,488) (7,694) 7 bS5 16,983
Preferred shares issued .......ccccoeieence 40,000 — —_ —
Common shares issued..........ocoooimieee. - — — —
Class B common subscription ............... 3,703 — — —
Increase (decrease) in long-term debt .. (6,901) 14,409 79,765 (738)
Disposal of fixed assets...........coooeieeieee 130 1,020 472 125
Additions to fixed assets ... 2,053 7,304 28,386 18,944
Belefredicosts non ik B 4,780 = 42 373
Investments and other............cceeevvcveenee. 4,600 7,021 60,464 (309)
Gashidividends el s e = o — 1,980 2,641 2,146
Increase (decrease) in working capital 10,011 (8,570) (3,641) (4,784)
BALANCE SHEET
Clirrehihassels i Ensinsaid s e ) 49,836 56,209 60,678 46,253
Current liabilities; Laeh iniai i, 31,471 47,855 43,754 25,688
T Workingcapital o i n s an 18,365 8,354 16,924 20,565
Fixed assets —net........cooiiiininininn, 59,006 68,507 61,541 37,631
Gtherassets il aiaiiein s sy 67,566 65,703 64,314 5,199
Eeng-term indebtedness . i, 107,214 14 115 99,706 19,942
Deferred income taxes ........ccocccvivireenen, (2,758) 697 7,439 7,025
Shareholders' equity ..o, 40,481 22752 35,634 36,428
Interest of minority shareholders ............ == - - —

10






Consolidated Statement of Earnings
and Retained Earnings

(thousands of dollars except for earnings per share which are in dollars)




Consolidated Statement of
Changes in Financial Position

(thousands of dollars)




Consolidated Balance Sheet

(thousands of dollars)

As at December 31,
CURRENT ASSETS

Accountsireceivable s femsir i i e S o nag e lea e
Inventotiesiinate2) Mei el ol i el i AellL e B ek i
Prepaigiexpensesiaa it s dnin LBt i D en i R LA

INVESTMENTS [ABlo ). s s s B e L

FIXED ASSETS, at cost
Land, buildings, machinery and equipment (Note 4) .......cccoooieiviniiieee
Lessaceumylated depresiationitas it ol i el sna e

Timber holdings and logging roads,
lesslamouniSWHHER Off s w s o m e B e e e

DEEERRER | MEEMETANES £ slacs lnal ity o S0 il & s

EDEEERBER COETSessamattizalion. wan gl s v r 8 i

Cn Behalf of the Board:

e Llfector

Director

14

1982

44
9252
38,933
1,607

49,836

62,276

65,796
17,377

48,419

10,587
59,006

2,758

5,290

179,166

1981

378
13,995
40,573

1,263

56,209

65,001

65,882
13,498

52,384

5123
63,507







Notes to Consolidated
Financial Statements

Year ended December 31, 1982.
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ACCOUNTING POLICIES

(a)

(b)

(c)

(d)

{e)

i

Basis of Consolidation
The consolidated financial statements include the accounts of
the Company and all of its subsidiaries.

Inventories
Inventaries are valued at the lower of cost and net realizable
value.

Investments

Investments in joint venture companies, with the exception of
Western Forest Products Limited (Western), are recorded on
the equity basis and therefore the values at which they are
carried on the balance sheet are adjusted by the company's
share in their undistributed earnings or losses.

With effect from January 31, 1982, the Company changed its
method of accounting for its 33v4% investment in Western
from the equity method to the cost method (see note 3)

During the initial six month period of planning and orientation
to April 30, 1981, the company increased the carrying value of
its $60,000,000 investment in Western by the interest incurred
on the funds borrowed for the acquisition. This deferred inter-
est of $5,029,000 is being charged against earnings of the
Company over the five year period commencing November 1,
1981. The amount amortized and written off against earnings
in 1982 was $1,020,000, (1981 — $170,000).

From May 1, 1981 to January 31, 1982 the Company has
added to the cost of its investment in Western $2 596,000
being the propartion of interest on monies borrowed to make
the investment which is the same proportion of interest
charges deferred during that period by Western in respect of
its initial borrowings identified with the Woodfibre Pulp Mill.
This interest will continue to be treated as deferred until such
time as a decision is made as to the fulure of the rebuild
project

All interest incurred subsequent to January 31, 1982 on the
borrowings related to the Western acquisition has been
charged against the earnings of the Company

Other investments are recorded at cost

Fixed Assets

Fixed assets are stated at cost including interest during con-
struction of major projects. Depreciation is provided on a
straight-line basis for the period of operations at rates based
on the estimated useful lives of the assels The estimated
useful lives range between 5 to 10 years for automotive equip-
ment, 10 to 156 years for other equipment and 20 to 25 years
for buildings. Costs of timber holdings and logging roads are
written off as timber is removed.

Deferred Caosts

Deferred costs consist of a financing fee related to a debt
restructuring (see note 5), debenture issue expenses, and
certain shutdown costs. These costs are being amortized and
charged to operations over the relevant periods benefiting
from the expenditures

Income Taxes

The Company charges earings with income taxes related to
these earnings. Any difference between these taxes and the
taxes currently payable are shown as deferred income taxes.

INVENTORIES
(thousands of dollars) 1982 1981
LOGS oz A 10,136 18,106
LUMDET i 25,415 18,695
MerEhandiSe i umesmismnar 1,952 2,401
EETh] o o] L U DO 1,430 1.341
38,933 40573
INVESTMENTS
(thousands of decllars) 19882 1981
Western Forest Products Limited ... 59,596 62,667
Other investments ..o 2,680 2,424
62,276 65,091

(a)

(b)

The investment in Western Forest Products Limited (Western)
consists of the following:

(thousands of dollars) 1982 1981
Original investment ... 60,000 60,000
Interest deferred during the
initial six-month period of
planning and orientation ........ 5,029 5,029
Interest relating to the rebuild
of the Woodfibre Pulp Mill ...... 2,596 2,352
67,625 67,381
Equity in losses of Western ... (6,839) (4.544)
Amortization of interest
deferred in the initial
six-month period.................... (1,190) (170)
59,596 62,667

Change in accounting policy

Western has not satisfied certain covenants under its bank
loan agreement and is not in a position to remedy the situa-
tion. The resulting bank influence at Western has resulted in
the Company no longer having the ability to exercise
significant influence over the affairs of Western. Consequently,
from January 31, 1982 the Company has changed to the cost
method of accounting for its investment in Western

Under the cost method of accounting, only dividends
received from this investment are included in income. Under
the equity method of accounting, the Company's equity in the
earnings (loss) of Western is reflected each year in the income
statement and the investrment account. Had the equity
method of accounting been continued, the Company's loss
for the year would be increased and its investment in Western
would be decreased by $18,081,000

Contingency

The summarized financial statements of Western presented
below are prepared on the basis that Western will continue to
operate throughout its next fiscal period to October 31, 1983
as a going concern. A failure o continue as a going concern
would require that the stated amounts of assets and liabilities
be reflected on a liquidation basis which amounts may differ
from those presented. It is not possible to determine at this
time whether there has been a permanent decline in the value
of the investment. As the Company has not guaranteed any
portion of Western's debt, lhe maximum possible loss to the
Company, should the banks elect to realize on their security
or refuse to advance required funds to Western, would be
$59,596,000, the carrying value of the investment. Any loss
would be a charge to income in the year in which the amount
of the loss, if any, can be reasonably estimated.



(d) Condensed consolidated financial information for Western
Forest Products Limited at its year ended October 31, 1982 is
as follows:

WESTERN FOREST PRODUCTS LIMITED
Balance Sheet — October 31, 1982

(thousands of dollars) 1982 1981
Assets
Current assets ...t 103,279 121,036
Fixed assets .......ccoocvvvieicennn. 411,144 403,803
Deferred expenses .................. 34,462 32,332
Other assets, net .......ccoocvveevee. 16,353 960
565,238 558,131
Current Liabilities
Accounts payable and
operating 10ans..........cccoo.e... 88,613 110,969
Term bank loans,
reclassified as current ............ 371,384 280,797
459,997 391,766
Shareholders’ Equity
Share capital .......ccocooecerrerennnnns 180,000 180,000
Deficit (74,759) (13,635)
105,241 166.365
565,238 558,131

For the year ended October 31, 1982 Western incurred losses of
$61,124,000 (1981 — $13,635,000) on sales of $211,126,000
(1981 — $260,628,000).

FIXED ASSETS

(thousands of dollars) 1982 1981

Land ;. ammmnmnnammmnannsmaig 2,961 2,961

BUildings .....oooovevviesieees e 16,936 16,935

Machinery and equipment ................ 45,899 45,986
65,796 65,882

Accumulated depreciation ................ 17,377 13,498
48,419 52,384

LONG-TERM DEBT

(thousands of dollars) 1982 1981

Loans secured by first mortgages:
Sinking fund debentures Series A,

10%% due December 1997,
retractable at the option of the

holder on December 15, 1987 .. 17,941 18,491
Royal Bank capital loan due 1983 —_ 15,000
Royal Bank capital loan due 1995 20,000 20,000

Royal Bank capital loan due 1984 ... 8,668 -
Royal Bank capital loan due 1994 .... 60,000 60,000
Oer s mnenmn v 625 642
107,234 114,133
Principal included in
current liabilties: .. 20 18
107,214 114,115

The sinking fund debentures are secured by fixed and floating
charges on certain assets of the Company and certain of its sub-
sidiaries. The trust agreement relating to the debentures requires
the Company to establish sinking funds to retire in each of the
years 1988 to 1996 5% of the principal balance of the debentures
outstanding on December 15, 1987.

The Royal Bank capital loans bear interest at the bank prime rate
plus 1%2%. At the Company's option these rates may be fixed for
varying periods at rates based on the bank’s U.S. base rate, Euro-
dollar rates or Banker's Acceptances.

The Royal Bank capital loan for $60,000,000 due 1994 is secured
by the shares owned by the Company in Western Forest Products
Limited. These capital loans together with current bank indebted-
ness are also secured by assignment of accounts receivable and
inventories and by a $25,000,000 second floating charge deben-
ture.

Long-term debt maturing in the next five years is as follows:
(thousands of dollars)

1983 L 20 1 e 100
1984 ... 10,668 1987 o, 2,000
1985 ..... 2,000

By agreement dated December 31, 1982, the Company and its
bankers agreed to a comprehensive restructuring of the Com-
pany's debt. Terms of the agreement provide for the following:

(a) Conversion of $40,000,000 of the Company’s debt to 40,000
Class A Preferred Shares, series 1, at an issue price of
$40,000,000,

(b) Conversion of current debt to a capital loan in the amount of
$8,668,000, and

(c) Payment by the Company of a financing fee of an amount
equal to the subscription price of 748,179 common shares of
the Company, and granting an option to purchase common
shares of the Company under certain conditions (see note 6).
The common shares to be issued in respect of the financing
fee have been valued at the quoted market value of the Com-
pany's shares at the close of trading on December 30, 1982.
The resulting finance fee of $3,703,000 will be amortized and
charged to operations on a straight line basis over 12 years,
corresponding to the remaining term to maturity of the Com-
pany's capital loans

1
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SHARE CAPITAL

(a)

Authorized Share Capital

Series 1 of the Class A Preferred Shares carry a cumulative
annual dividend rate of one-half Royal Bank prime, plus 3%,
payable semi-annually commencing July 1, 1983. The shares
are redeemable and retractable for consideration equal to the
issue price plus any accumulated dividends accruing to the
shares and are to be redeemed in full on December 15, 1987.

Issue of Shares
(thousands of dollars)

Class A Preferred,
Series 1 Common
Stated Stated
Number  Value  Number  Value
Balance, January 1,1982 .. — — 6,601,680 1,841
Stock dividend ........... — 131932 39
Debt restructuring
(seenoted) ............ 40,000 40,000 - —
Balance,
December 31, 1982 .. ... 40,000 40,000 6,733,612 2,237
Share subscription
(seenoted) ............ 748,179 3,703

The share subscription is in respect of common shares
Subject to authorization at the Annual General Meeting of the
shareholders on March 23, 1983, limited voting Class B
common shares will be issued in satisfaction of the
subscription

Share Options

Qutstanding options granted to directors and officers of the
Company to purchase a total of 60,000 common shares at
$7.76 per share may be exercised up to 1990.

In conjunction with the debt restructuring (see note 5), the

Company has granted to the Royal Bank a conditional option
to acquire, at $3 per share, commen shares equivalent to ten
percent of the Company's outstanding common shares at the

date of exercise. The option becomes exercisable after December 15,
1987 only it the quoted market price of the Company’s common shares
does not reach $11 prior to that date

7. OTHER INFORMATION

(a)

(b)

Related Party Transactions
Included in total sales for the period are sales of $45,345.000
(1981 — $29,933,000) made to a joint venture company
Accounts receivable included $731,000 (1981 — $1,239,000)
due from the joint venture company.
Segmented Information
(i) Export sales
The company's export sales by geographic area were as
follows:

(thousands of dollars) 1982 1981
United States........ S 39,448 38,247
EUMDPE w: o sacomtamn ssess 8,183 3,832
Other................... 4,736 2541
52,367 44 620

(i) Industry segments
The Company conducts essentially all of its business
aclivity in the Forest Industry.
Interest Expense
Interest on current debt amounted to $4,818,000 (1981
$6,038,000) and on long term debt amounted to $19,832,000
(1981 $10,433,000).

8 INCOME TAXES
(thousands of dallars)
At December 31, 1982 the Company has the following amounts
available to reduce future years' income for tax purposes, the tax
benefit of which has not been recorded in the accounts.

Loss carry forward for tax purposes expiring

in years beginning with 1986 . ............... 70,507
Excess of book value of fixed assets over
undepreciated capital cost and deferred costs
deducted for tax purposes . ................. 49,501
21,006
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(thousands of dollars except for earnings per share which are in dollars)




20

The History of
Doman Industries

Founded in 1955, Doman Industries took
over the business of Mr. H. S. Doman,
who commenced his career as a sole
proprietor hauling lumber and copper
ore under contract, selling lumber to
building supply contractors and selling
wood fuel on Vancouver Island. By 1965
the business included retail and whole-
sale merchandising of lumber and build-
ing supplies, ready-mix concrete, con-
tract trucking, logging, sawmilling and
lumber remanufacturing. In 1964 Doman
Industries became a public company
and in 1965 its shares were listed on the
Vancouver Stock Exchange.

The first major sawmill was built at
Ladysmith in 1966. In 1969 the Com-
pany acquired its first Forest Licence.
There was a 3 for 1 common share stock
split in 1969 and these shares were
called for trading on the Toronto Stock
Exchange in 1970. Commaon share divi-
dends commenced in 1972 and the
shares were split 2 for 1 in 1973, A small
sawmill was built at Chemainus in 1973
on the site of a mill destroyed by fire in
the preceding year. The Company's
second major sawmill was constructed
at Cowichan Bay in 1975. In 1976 the
common shares were split a third time,
this time 2 for 1. In 1977 the Company
was awarded three Forest Licences to
support a new sawmill at Nanaimo and

to support a pulpmill development
planned for the 1980's. In the period
1978 through 1981 extensive logging
operations were developed. In 1979 and
1980 the Company's largest sawmill was
constructed at Nanaimo. This mill
started operations in December 1980.
On October 30, 1980 Doman Industries
acquired a one-third interest in Western
Forest Products Limited, (Western), a
major integrated forest products com-
pany. In 1981 the operations of Western
were trimmed down to make it more
manageable. Its Alberta sawmill and
certain other properties were sold, its
Vancouver Island sawmill was closed
permanently, and the three remaining
sawmills of Western were leased to each
of its shareholders. Doman Industries
took over the New Westminster sawmill
from Western on December 1, 1981
under a lease with option to purchase.
With these important changes, Western
remains a pulp and timber company
operating its two pulp mills and its
extensive logging operations all on the
B.C. Coast.

The year 1981 was spent on the affairs
of Western and on breaking in the
Nanaimo sawmill. As a world wide
recession was taking hold in 1981 no
new capital projects were launched. The
events of 1982 are dealt with elsewhere
in this report.

Cover painting and illustrations by ROBERT GENN
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