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IN THIS ANNUAL REPORT, PLEASE NOTE THE FOLLOWING:

- REFERENCES TO "WE", "OUR", "US" OR "MFC" MEAN MFBANCORP LTD. AND ITS SUBSIDIARIES UNLESS THE CONTH
OF THE SENTENCE CLEARLY SUGGESTS OTHERWISE;

- ALL REFERENCES TO MONETARY AMOUNTS ARE IN CANADIAN DOLLARS UNLESS OTHERWISE INDICATED; AND

- SELECTED FINANCIAL INFORMATION HAS BEEN PROVIDEDN U.S. DOLLARS FOR INFORMATIONAL PURPOSES USING
AN EXCHANGE RATE OF ONE CANADIAN DOLLAR BEING EQUALTO U.S.$0.6666, BEING THE FEDERAL RESERVE BANK (¢
NEW YORK RATE OF CONVERSION FOR CANADIAN DOLLARS T@.S. DOLLARS AS AT DECEMBER 31, 200

PART |
ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AN D ADVISERS
Not applicable
ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
Not applicable
ITEM 3. KEY INFORMATION
FORWARD-LOOKING STATEMENTS

The statements in this annual report that are as¢db on historical facts are called "forward-logkétatements" within the meaning of the
UNITED STATES PRIVATE SECURITIES LITIGATION REFORMCT OF 1995. These statements appear in a numhibffefent places

in this annual report and can be identified by vgmdch as "estimates”, "projects”, "expects”, Hid&, "believes", "plans", or their negatives
or other comparable words. Also look for discussiofstrategy that involve risks and uncertaintiesward-looking statements include
statements regarding the outlook for our futurerafpens, forecasts of future costs and expendit@esuation of market conditions, the
outcome of legal proceedings, the adequacy ofveseor other business plans. You are cautionddathasuch forward-looking statements
are not guarantees and may involve risks and wxingds. Our actual results may differ materiatlyrh those in the forward-looking
statements due to risks facing us or due to athatd differing from the assumptions underlying predictions. Some of these risks and
assumptions include:

- general economic and business conditions, inetpdhanges in interest rates;
- prices and other economic conditions;

- natural phenomena;

- actions by government authorities, including a®min government regulation;
- uncertainties associated with legal proceedings;

- technological development;

- future decisions by management in response togthg conditions;

- our ability to execute prospective business pland

- misjudgments in the course of preparing forwaroking statements.

We advise you that these cautionary remarks exrgaalify in their entirety all forward-looking atements attributable to us or persons
acting on our behalf.

EXCHANGE RATES

In this annual report, unless otherwise specifdidnonetary amounts are expressed in Canadiaardolhe following table sets out the
exchange rates, based on the noon buying ratesunYrk City for cable transfers in foreign currass; as certified for customs purposes by
the Federal Reserve Bank of New York (






"Noon Buying Rate"), for the conversion of Canadimfiars into U.S. dollars in effect at the endlaf following periods, and the average
exchange rates (based on the average of the exehai®g on the last day of each month in the ppédnd the range of high and low excha
rates for such periods.

YEARS ENDED DECEMBER 31,

2000 1999 1998 1997 1996
End of period......ccccovvveivviiiiiiiee L 0.6666 0.6925 0.6504 0.6999 0.7301
High for period......ccccooovvviiiiiiciieieeee L 0.6984 0.6925 0.7105 0.7487 0.7513
Low for period......ccccvevvenvienvveciciieaee 0.6397 0.6535 0.6341 0.6945 0.7235
Average for period.......cccoovvveviicicenn L 0.6732 0.6744 0.6714 0.7221 0.7332

The following table sets out the range of high wvd exchange rates, based on the Noon Buying Ratéhe conversion of Canadian dollars
into U.S. dollars, for the following periods.

HIGH LOW

2000

(@01 0] o 1= OO 0.6702 0.6527
NOVEMDEr ..o 0.6566 0.6397
December......cccoviviiiii 0.6691 0.6439
2001

JaNUAIY ... 0.6709 0.6590
February.....cccoovvveeee 0.6711 0.6484
Y = o] o P OUUUU 0.6509 0.6331

......... 0.6484 0.6319

The information set forth in this annual reporagsat December 31, 2000, unless an earlier ordateris indicated. On April 23, 2001, the
noon rate of exchange, as reported by the Fedessri®e Bank of New York, for the conversion of GHiaa dollars into U.S. dollars was
U.S.$0.6467 per Canadian dollar.

Our financial statements are presented in U.Sadofbr informational purposes only and are traesléo U.S. dollars using exchange rates
for convenience, which are the year-end exchartgs,ras required by Regulation S-X.

SELECTED FINANCIAL DATA

The following table summarizes selected consoliifiteancial data for us prepared in accordance ®#hadian generally accepted
accounting principles ("Canadian GAAP"). Additiomaflormation is presented to show the differencéctvlivould result from the application
of United States generally accepted accountingcipies ("U.S. GAAP") to MFC's financial informatioRor a description of the differences
between Canadian GAAP and U.S. GAAP, see Note biio€onsolidated financial statements includedwveteere in this annual report. The
information in the table was extracted from the endetailed consolidated financial statements alade notes included herein and should be
read in conjunction with such financial statemertd with the information appearing under the hegdihem 5. Operating and Financial
Review and Prospects".



CANADIAN GAAP

YEARS ENDED DECEMBER 31,

2000 1999 1998 1997 1996

(in thousands, other than per share amounts)

REVENUES.......coiiiieiiiieiieeciiee e $1 56,220 $125,526 $123,310 $ 86,060 $ 75,467
Income from continuing operations.............. 39,163 36,328 30,235 23,617 13,994
Income from continuing operations per share

BasiC(1)...ccouveereieiiieenieenieeee 3.24 3.00 2.48 1.95 1.52

Fully diluted(1).... 2.78 2.60 2.20 1.79 1.37
Net inCome........ccceeviiieiiieiiieeie 39,163 31,389 30,235 23,617 13,994
Net income per share

BasiC(1)...coouveereieiiieeiieenieeee 3.24 2.59 2.48 1.95 1.52

Fully diluted(1)......ccccoovuveeiirannnn. 2.78 2.28 2.20 1.79 1.37
Total assets.......... .. 3 32,063 270,107 238,109 226,890 160,368
Net aSSetS......ccveivverniiiriieiiieenine 2 16,915 173,773 156,808 122,964 94,216
Debt......oevrviiiiieens . 35,421 30,917 40,091 41,602 42,937
Shareholders' equity..........cccccvvvveeennn 2 13,134 170,811 154,396 120,156 91,516
Capital StoCK........cccveriiieiiiiaiiiens 65,138 65,498 65,706 70,368 66,281
Cash dividends(2).........ccceeeeiiieeeenne - - 369 106 -
Cash dividends per share(2). -- -- 0.03 0.01 --
Cash dividends (U.S.$)(2)......cccocvverunenne - - 251 N/A -
Cash dividends per share (U.S.$)(2)............ - - 0.02 N/A -
Weighted average common stock outstanding,

fully diluted (in thousands of shares)(1).... 15,224 15,245 14,913 13,691 10,237

(1) All amounts have been adjusted to reflect @ 1.5 stock split effected in March 1996.

(2) Paid on MFC's common shares.

U.S. GAAP
YEARS ENDED DECEMBER 31,
2000 1999 1998 1997 1996
(in thousands, other than per share amounts)
REVENUES.......coiiiieiiiieeiieeciee e $1 62,694 $128,270 $118,842 $83,138 $72,094
Income from continuing operations.............. 45,637 40,313 31,922 12,365 13,329
Income from continuing operations per share
Basic(1)..... 3.78 3.33 2.62 1.07 1.45
Diluted(1).. 3.51 3.12 2.42 1.00 141
Net inCome........ccceevvvenniieniieiieene 45,637 35,374 31,922 12,365 13,329
Net income per share
BasiC(1)...cooueeeiiieiiiee e 3.78 2.92 2.62 1.07 1.45
Diluted(1).. 3.51 2.75 2.42 1.00 141
Total aSSets.......cccovvvveerieriieienn, 3 36,523 265,658 229,529 223,528 173,597
Net aSSetS......ccveriierniieriieiiieenins 2 21,375 169,325 149,381 115,529 98,031
DEDL.....vveeiiieie e 35,421 30,917 40,091 41,602 42,937
Shareholders' equity... 2 17,594 166,363 146,969 112,721 95,331
Capital stock............... 65,138 65,498 65,706 70,368 66,281
Cash dividends(2).........cccocvvvvvveneennn. -- -- 369 106 --
Cash dividends per share(2).........ccc....... -- -- 0.03 0.01 --
Cash dividends (U.S.$)(2)........ccccvevueenne - - 251 N/A -
Cash dividends per share (U.S.$)(2)............ - - 0.02 N/A -
Weighted average common stock outstanding,
fully diluted (in thousands of shares)(1).... 13,438 13,422 13,706 12,246 9,131

(1) All amounts have been adjusted to reflect @ 1.5 stock split effected in March 1996.

(2) Paid on MFC's common shares.



RISK FACTORS

Our primary risks are transaction risks, credit@unterparty risks, and market risks. In additwe,have been and may continue to be
affected by many other factors, including but rmiited to: (i) economic and market conditions, irdihg the liquidity of capital markets; (ii)
the volatility of market prices, rates and indic@i$) the timing and volume of market activity;

(iv) inflation; (v) the cost of capital, includirigterest rates;

(vi) political events, including legislative, regibry and other developments;

(vii) competitive forces, including our ability tdtract and retain personnel;

(viil) support systems; and (ix) investor sentiméntdetermining whether to make an investmenhandapital stock of MFC, you should
consider carefully all of the information set foiththis annual report and, in particular, theduling risk factors.

TRANSACTION RISKS
WE ARE SUBJECT TO TRANSACTION RISKS.

We manage transaction risk through allocating anditaring our capital investments, only underwtisecurities in circumstances where
risk to our capital is minimal, carefully screenicigents and transactions, and engaging qualifesdgnnel to manage transactions.
Nevertheless, transaction risks can arise fromngnadhers, our investment banking and proprietavesting activities and relate to the ri
of the proposed transaction. These risks includ&keband credit risks associated with our rolenoving advisory services.

We often make investments in highly unstructurédssions and in companies undergoing severe fiahstiess. Such investments often
involve severe time constraints. These investmeiaig expose us to significant transaction risksuAsuccessful investment may result in
total loss of such investment and may have a naigdiverse effect on our business, results of tipasaand financial condition.

WE MAY FACE A LACK OF SUITABLE ACQUISITION OR MERGE R OR OTHER PROPRIETARY INVESTMENT
CANDIDATES.

In order to grow our business we may seek to aeduriinvest in new companies and proprietary imaests. Our failure to make acquisitic
or investments may limit our growth. In pursuingaisition and investment opportunities, we mayrbedmpetition with other companies
having similar growth and investment strategiean@etition for these acquisitions or investmentéssgould result in increased acquisition
or investment prices and a diminished pool of besses, technologies, services or products avaiflabscquisition or investment.

CREDIT OR COUNTERPARTY RISKS
COUNTERPARTIES OR OTHERS MAY DEFAULT ON THEIR OBLIG ATIONS.

We manage credit risk on an individual transactamynterparty level and on a portfolio basis. Qréutits for clients and counterparties are
established by our credit officers and managemdéhtkmowledge of the client's creditworthinessatidition, we have established policies
and limitations with respect to our securities legdpractices. Our management also reviews andtorsreéxposure concentrations at a
portfolio level. Nevertheless, we are exposed oribk that parties owing us money, securitiestbeioassets will not perform their
obligations. These parties include our trading texparties, clients, clearing agents, exchange#ret financial intermediaries, as well as
issuers whose securities we hold. These partiesdafaylt on their obligations to us due to bankeyptack of liquidity, operational failure or
other reasons. These counterparty obligations mag,dor example, from placing money market deggosiie extension of credit in trading
and investment activities, and participation inmpayt and securities transactions on our behalfaarath agent on behalf of our clients.

WE MAY NOT OBTAIN SUFFICIENT OR ACCURATE CREDIT RIS K INFORMATION.

To reduce credit risk, we only place money marlegtasits with banks selected for their financiadisgth and reliability. Further, we
otherwise attempt only to deal with creditworthyioterparties and obtain collateral where approgridowever, although we regularly
review our credit exposure to specific clients andnterparties and to specific industries, coustaied regions that we believe may present
credit concerns, default risk may arise from eventsircumstances that are difficult to detectsas fraud. We may also fail to receive full
information with respect to the trading risks afaunterparty. In addition, in cases where we have
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extended credit against collateral, we may find @i are undersecured, for example, as a resalidden declines in market values that
reduce the value of collateral.

MARKET RISKS

Market risk relates to fluctuations in the liquididf securities, as well as volatility in markenciitions generally. The markets for securities
and other related products are affected by mangifaover which we have little or no control. Théasetors include the financial performar
and prospects of specific companies and industiiedd markets and economic conditions, the avditglof credit and capital, political
events and perceptions of market participants.

WE ARE EXPOSED TO THE RISK OF A MARKET DOWNTURN.

As a financial services company, our business ienadly affected by conditions in the financial rkets and economic conditions generally.
In the event of a market downturn, our businessjlte of operations and financial condition coudddalversely affected. In addition, you
cannot be assured that an active public markeidosecurities will continue.

A market downturn could lead to a decline in thenber and size of transactions that we executedoclkents, including transactions in
which we provide financial advisory and other seegi, and to a corresponding decline in the reveweagceive from fees. In addition,
because the fees that we charge for managing iemt€Iportfolios are in many cases based on theeaf those portfolios, a market downt
that reduces the value of our clients' portfoliognoreases the amount of withdrawals would redbeeaevenue we receive from our asset
management business. If we were unable to redyzenses at the same pace, our profit margins woaltbeor be eliminated.

A downturn in a market could further result in les$o the extent that we own assets in such matketversely, to the extent that we have
sold assets we do not own (i.e., if we have shositipns) in any market, an upturn in such market@d expose us to potentially unlimited
losses as we attempt to cover our short positigrechuiring assets in a rising market.

Even in the absence of a market downturn, we gresed to substantial risk of loss due to markedtildy.

WE ARE EXPOSED TO POLITICAL, ECONOMIC, LEGAL, OPERA TIONAL AND OTHER RISKS AS A RESULT OF OUR
GLOBAL OPERATIONS.

In conducting our business in major markets arabedvorld we are subject to political, economiggdk operational and other risks that are
inherent in operating in other countries. Theskesrimnge from difficulties in settling transactiansemerging markets to possible
nationalization, expropriation, price controls ambter restrictive governmental actions. We alse fibe risk that exchange controls or similar
restrictions imposed by foreign governmental atitlesr may restrict our ability to convert local oemcy received or held by us in their
countries into Swiss francs, Canadian dollars, ddars or other currencies, or to take thoseratherencies out of those countries.

FLUCTUATIONS IN INTEREST RATES AND FOREIGN CURRENCY EXCHANGE RATES MAY AFFECT OUR RESULTS.

Fluctuations in interest rates may affect the ¥alue of our financial instruments sensitive temest rates. An increase in interest rates may
decrease the fair value of our financial instrunsssets and a decrease in interest rates may sec¢heafair value of our financial instrument
liabilities, thereby resulting in a reduction inraquity. See "ltem 11. Quantitative and Quali@tisclosures About Market Risk--Interest
Rate Risk" for additional information with respéatour interest rate risk.

Similarly, fluctuations in foreign currency exchangtes may affect the fair value of our finanaiatruments sensitive to foreign currency
exchange rates. Our reporting currency is the Ganatbllar. We hold financial instruments primargnominated in U.S. dollars and Swiss
francs. A depreciation of such currencies agalmsiGanadian dollar will decrease the fair valuewffinancial instrument assets denomin
in such currencies and an appreciation of suctenares against the Canadian dollar will increasefdir value of our financial instrument
liabilities denominated in such currencies, theradsulting in a reduction in our equity.
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See "ltem 11. Quantitative and Qualitative DisctesuAbout Market Risk--Foreign Currency Exchang&eRRisk" for additional information
with respect to our foreign currency exchange riate

A RISE IN INFLATION MAY AFFECT OUR RESULTS.

We do not believe that inflation has had a matémglact on revenues or income over the past tlisealfyears. In addition, since our asse
a large extent are liquid in nature, they are igtiicantly affected by inflation. However, incr&ss in inflation could result in increases in
expenses, which may not be readily recoverablbédrptice of services provided to our clients. Te ¢ltent inflation results in rising interest
rates and has other adverse effects on capitalatsaiik could adversely affect our business, reaflbperations and financial condition.

OUR RISK MANAGEMENT STRATEGIES MAY NOT PREVENT LOSS ES.

We use derivative foreign exchange contracts toagamur exposure and our clients' exposure togorairrency exchange rate risks. If any
of the variety of instruments and strategies wkzetto manage our exposure to various types &faie not effective, we may incur losses.
Many of our strategies are based on historicalrigagatterns and correlations. However, theseegii@as may not be fully effective in
mitigating our risk exposure in all market enviragmts or against all types of risk. Unexpected madkgelopments may affect our risk
management strategies during this time, and uripated developments could impact our risk managéstestegies in the future.

MARKET RISK MAY INCREASE THE OTHER RISKS THAT WE FA CE.

In addition to the market risks described aboveketaisk could exacerbate other risks that we .f&oe example, if we incur substantial
trading losses, our need for liquidity could ribeuply while our access to liquidity could be immed. In addition, in conjunction with a
market downturn, our clients and counterpartiedccowcur substantial losses of their own, therelakening their financial condition and
increasing our credit risk.

COMPETITION RISKS
WE FACE SIGNIFICANT GLOBAL COMPETITION.

We conduct our business in a global environmertighaighly competitive and unpredictable. Manyoaf competitors are national or
international companies with far greater resourcapital and access to information than us. Cortipetincludes firms traditionally engaged
in financial services such as banks, broker-dealedsinvestment dealers, along with other sourgel as insurance companies, mutual fund
groups, on-line service providers and other congmaffering financial services in Europe and globahcreased competition may lead us to
become involved in transactions with more riskadiulition, many non-bank competitors are not sulifetite same extensive regulations that
govern us.

LEGAL AND REGULATORY RISKS
WE ARE EXPOSED TO LEGAL LIABILITY.

We are exposed to legal risks in our business lamdalume and amount of damages claimed in liigagéigainst financial intermediaries are
increasing. These risks include potential liabilityder securities or other laws for materially éads misleading statements made in conne
with securities and other transactions, potendlility for advice we provide to participants iarporate transactions and disputes over the
terms and conditions of complex trading arrangemaffe also face the possibility that counterpaitiesomplex or risky trading transactions
will claim that we improperly failed to tell thenf the risks or that they were not authorized ongitted to enter into these transactions with
us and that their obligations to us are not enfavtee During a prolonged market downturn, we waxgect these types of claims to increase.

These risks often may be difficult to assess ontjfyaand their existence and magnitude often rentsknown for substantial periods of tir
We incur significant legal expenses every yeardfedding against litigation, and we expect to aarito do so in the future. See "ltem 8.
Financial Information--Legal Proceedings" for aduitl information with respect to our legal andutedgory proceedings.
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EXTENSIVE REGULATION OF OUR BUSINESS LIMITS OUR ACT IVITIES.

The financial services industry is subject to esiem regulation. Our banking operations are suliggairious Swiss regulatory requirements,
including capital requirements administered by$kass Federal Banking Commission (the "SFBC"). SR8C is our primary banking
regulator and establishes minimum capital requirgm®r our banking subsidiary. Our failure to megtimum capital requirements can
result in mandatory, and possibly additional disorery action by the SFBC that, if undertaken,lddwave a direct material effect on us.
Under risk-based capital adequacy guidelines asteddl by the SFBC, banks in Switzerland must mgetific capital guidelines that involve
guantitative measures of assets, liabilities aheroff-balance sheet items, as calculated undésSwgulatory accounting practices. Our
banking operations are required to file certairorepwith the SFBC and we are subject to their emation. Our banking subsidiary is subject
to restrictions on loans and extensions of crediahd on certain other types of transactions waitfiljates.

The requirements imposed by our regulators argydedito ensure the integrity of the financial m#sland to protect customers and other
third parties which deal with us and are not desijio protect our shareholders. Consequently, tteggdations often serve to limit our
activities, including through net capital, custorpestection and market conduct requirements.

EMPLOYMENT RISKS
WE DEPEND ON THE SERVICES OF OUR KEY EMPLOYEES.

Our future success depends, in significant padnupe continued service and performance of oupsemanagement and other key
employees. Losing the services of some or all eé¢hindividuals could impair our ability to manage company, obtain new or maintain
existing client engagements and complete new petaysi investments.

ENFORCEMENT RISKS
YOU MAY BE UNABLE TO ENFORCE CIVIL LIABILITIES.

The enforcement of civil liabilities by investorader applicable U.S. federal and state securities will be adversely affected because we
are organized under the laws of the Yukon Territ@gnada, none of our officers or directors areegss of the U.S., and substantially all of
our assets are located outside of the U.S.

As a result, it may be difficult or impossible f0rS. investors to effect service of process upoarwaur officers or directors within the United
States. It may also be difficult to realize agaumsr them, in the United States, upon judgmehts ®. courts for civil liabilities under
applicable U.S. federal and state securities I&@esirts in Canada or elsewhere may not enforceadgments of U.S. courts obtained in
actions against us or our officers or directorglimated upon the civil liability provisions of afigdble U.S. federal and state securities laws;
and (ii) in original actions, liabilities against or officers or directors predicated upon suclslaw

YOU MAY HAVE TROUBLE ENFORCING U.S. BANKRUPTCY LAWS AND OTHER LAWS IN CANADA OR ELSEWHERE.

We are organized under the laws of the Yukon TawrjtCanada and our principal operating asset®asated outside of the United States.
Under bankruptcy laws in the United States, cayrigcally have jurisdiction over a debtor's propertherever it is located, including
property situated in other countries. Courts ogsifithe United States may not recognize the UaSkiuptcy court's jurisdiction.
Accordingly, you may have trouble administering .&\bankruptcy case involving a Canadian debtdn pibperty located outside of the
United States. Any orders or judgments of a bartksupourt in the United States may not be enforlgeab
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MISCELLANEOUS RISKS

OUR RISK MANAGEMENT POLICIES AND PROCEDURES MAY LEA VE US EXPOSED TO UNIDENTIFIED OR
UNANTICIPATED RISK.

We have adopted comprehensive risk managementgseeéo facilitate, control and monitor risk takiNgnetheless, our policies and
procedures we rely on to identify, monitor and nggnesks may not be fully effective. Some of outtinoels of managing risk are based upon
our use of observed historical market behaviouraAssult, these methods may not predict fututeeigposure, which could be significantly
greater than the historical measures indicate.

Other risk management methods depend upon evaiuaitioformation regarding markets, clients or othmtters that is publicly available or
otherwise accessible by us. This information mayimall cases be accurate, complete, up-to-dapgaperly evaluated. Management of
operational, legal and regulatory risk requirespagnother things, policies and procedures to repoogerly and verify a large number of
transactions and events, and these policies amguoes may not be fully effective.

CERTAIN FACTORS MAY INHIBIT A TAKEOVER THAT OUR SHA REHOLDERS MAY CONSIDER FAVOURABLE.

Certain provisions of our charter documents andttrporate legislation which governs us may disagar delay or prevent a change of
control or changes in our management that sharetsotbnsider favourable. Such provisions includbairing the issuance by our board of
directors of preferred stock in series, providingd classified board of directors with staggethrtbe-year terms and limiting the persons who
may call special meetings of shareholders. Welss® a shareholder protection rights plan desigmgdotect us and our shareholders from
unfair, abusive or coercive acquisition tacticse 3&m 10. Additional Information--Articles and Byvs".

In addition, the INVESTMENT CANADA ACT (the "ICA")mposes limitations on the rights of non-Canadianscquire our common
shares. See "ltem 10. Additional Information--Exufa Controls".

If a change of control or change in managementlisyeé:d or prevented, the market price of our comstook could decline.
ITEM 4. INFORMATION ON THE COMPANY
HISTORY AND DEVELOPMENT OF THE COMPANY

MFC is a corporation organized under the laws efYlakon Territory in Canada. We were originallyangorated in June 1951 by letters
patent. We were continued under the CANADA BUSINESZRPORATIONS ACT in March 1980 and under the BUSE$
CORPORATIONS ACT (Yukon) in August 1996. Our namasvehanged to "Nalcap Holdings Inc." in August 1987 Arbatax Internatione
Inc." in March 1996 and to "MFC Bancorp Ltd." indfaary 1997. We have an office address at 17 DaneetSDublin 2, Ireland (Tel:
(3531) 679-1688).

BUSINESS OVERVIEW

We are a financial services company that focusas@mchant banking. We provide specialized bankimdj@rporate finance services
internationally. We advise clients on corporatateigy and structure, including mergers and acdéuisitand capital raising. We also commit
our own capital to promising enterprises and inesst trade to capture investment opportunitie®forown account. We seek to invest in
businesses or assets whose intrinsic value isrmopegy reflected in their share price or valuer Proprietary investing is generally not
passive and we seek investments where our finaexpsrtise and management can either add or unkdok. Our operations are primarily
conducted in Europe and North America.

Our business focuses on providing innovative fimaaied advisory services for corporate finance &etnsns and capital raising. We counsel
clients on business and financing strategy an@xeeution of transactions that advance their giiagoals, including mergers, acquisitions,
reorganizations and divestitures, and assist irtitring and raising capital. We focus on meethgfinancial needs of small to mid-sized
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companies and other business enterprises primarityirope and North America. We believe that maithese clients, particularly in
Europe, are underserviced by the large global invest banks and financial service providers. Weigtiee in advising and structuring
business enterprises involved in unstructured avelrsituations where a strong financial partnerdseded and traditional, off-the-shelf
solutions are not workable. In addition, from titoetime, we act as a bridge lender or provide imdinancing to business enterprises
pending reorganization or prior to their going pald generate fee income and in conjunction withiavestment strategy. In furtherance of
this strategy, we often advise and help restruataterprises that are undergoing financial stre$swee or are near debt defaults.

Our experience and operating structure permit wegpond more rapidly to our clients' needs thanynod our larger competitors. These tri
are important to small and mid-sized business prig&rs, many of which do not have large internabomte finance departments to handle
their capital requirements. We develop a partnprapproach to assist those clients. These actatie principally conducted through our
wholly-owned subsidiary, MFC Merchant Bank S.A. &M Bank"). We acquired MFC Bank in February 1997#»7.4 million. MFC Bank
is a licensed full-service Swiss bank based in @&n8witzerland. In September 1997, we also acduenk Rinderknecht AG ("BRA") for
$9.6 million. BRA was headquartered in Zurich, Seitand and was active in private banking and sgéesitrading until it was placed in
liquidation by the SFBC in August 1997. Followintg acquisition, we merged BRA with MFC Bank andamélized the combined operatia
including transferring all administrative activdiéo Geneva, Switzerland. The acquisition of BRéréased our client base and provided us
with future tax benefits, including tax loss cafoywards of approximately $44.0 million. Since 198Bent assets relating to our private
banking services have been placed with a largesvaek and other financial institutions. Theserageaments let us maintain key client
relationships and mandates where we can providexaglded advisory services and yet offer clients #pability and economies of scale ¢
large banking institution.

Our sources of revenues include fees, interesniecand related trading income. We earn advisory bgeproviding strategic and financial
advice for clients. We earn interest income throungérest earned on our capital.

Our proprietary investing consists of investing oun capital and utilizing our expertise to captimeestment opportunities. We seek to
invest in businesses or assets whose intrinsievalaot properly reflected in their share pricey@ue. Our investing is generally not passive
and we invest where we believe our expertise iarfaial restructuring and management can add ockmnalue. We invest globally and our
objective is to maximize total return measuredtlgftoboth long-term appreciation and recognizedggdm1997, we completed the
acquisition of the MFC Securities group of compar{ItMFC Securities"), a bond trading enterprisegdas Zurich, Switzerland. We acquil
MFC Securities for its approximate book value o5 F1million plus a contingent variable annual fegable in cash or in common shares of
MFC, at the option of the vendors, and based upB Becurities' future net-after-tax profits.

One of our proprietary investments is an indiratgliest in a mineral royalty (the "royalty intetf¢sh the Wabush Iron Ore Mine (the
"Wabush Mine") located in the Province of Newfouardl, Canada. It has provided an uninterrupted saafrtairly predictable revenue for
over 30 years, which we have used to finance aaprtary investments. The royalty interest cossigta mining sub-lease of the lands upon
which the Wabush Mine is situated that commencel®b6 and expires in 2055. The terms of the misung-lease do not provide for
renewal. Revenues from the royalty interest argestibo a minimum annual royalty of $3.25 milliondaare dependent on both the price
levels for iron ore and the amount of iron ore phighfrom the Wabush Mine. Revenues from the royatgrest were $12.3 million, $11.2
million and $12.9 million in 2000, 1999 and 199%8spectively.

Other proprietary investments include a portfolioeal estate assets which are located in the Statéashington. We are conducting pre-
development work relating to infrastructure, rengpisubdivision and permitting on a substantiatiporof the properties to the extent
necessary to protect or enhance their value. Véadhto divest or otherwise monetize these reateeatsets and redeploy the proceeds in our
merchant banking activities.
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At December 31, 2000, we also had investments ifceqmately $3.2 million relating to insurance @altions with respect to our insurance
operations which we originally acquired in 1991l éfithe policies of our insurance operations hexpired and we manage and administer
the outstanding claims in the ordinary course.

Our operations are primarily conducted in Europe ldorth America. The following is a summary of eevenues by geographic region for
the years set forth:

2000 1999 1998

(in thousands)

Canada.....cccoviveviieiieie e $10,459 $17,851 $ 31,392
Western EUrope.....cccocveeveveveveeeeeieieeeeeeee 136,671 88,075 88,237
United States......cccocevveeiiiiiiieeieeeee 9,090 19,600 3,681

$156,220 $125,526 $123,310

Our banking operations are subject to various Swigalatory requirements, including capital requiests administered by the SFBC. The
SFBC is our primary banking regulator and estabbstminimum capital requirements for MFC Bank. Gailufe to meet minimum capital
requirements can result in mandatory, and possithtiitional discretionary, action by the SFBC tlifatndertaken, could have a direct
material effect on us. Under risk-based capitabjadey guidelines established by the SFBC, banksitizerland must meet specific capital
guidelines that involve guantitative measures e&tss liabilities and other off-balance sheet iteasscalculated under Swiss regulatory
accounting practices. Our banking operations agaired to file certain reports with the SFBC andawe subject to their examination. MFC
Bank is subject to restrictions on loans and exbsssof credit to, and on certain other types afgactions with, affiliates. We believe that
capital of our banking operations is sufficient itsrcurrent and reasonably foreseeable operations.

Our banking operations place substantially alheiit client deposits with other major financialtingions on a fiduciary or trust basis and
earn a fee on the amount of money received froncdl@terparty. This is in contrast to most Northekiman banks, which generate revenue
from the spread between their cost of funds andtbeit received. These fiduciary or trust depasitsoff-balance sheet items and permit us
to generate revenues without committing or tyingsigmificant amounts of capital.

COMPETITION

We conduct our business in a global environmertithiaighly competitive and unpredictable. We emteuintense competition in all aspects
of our business and compete directly with otheaifitial services companies, brokerage firms, investrhanks, merchant banks and other
investment managers. We face competition in Swaredrfrom other banks, asset managers and a rdmgmdoank financial institutions and
internationally from investment banks and secwitlealers. Many of our competitors are nation@hirnational companies with far greater
resources, capital and access to information tlsaAsia result, we may become involved in traneastivith more risk.

ORGANIZATIONAL STRUCTURE

The following is a listing of our significant opdirsg subsidiaries as at April 23, 2001.:

JURISDICTION OF SHAREHOLD ING AT
NAME OF SUBSIDIARY INCORPORATION OR ORGANIZATION APRIL 23, 2001
MFC Merchant Bank S.A.......ocoovvvvvvvviciceeee Switzerland 100%
TriMaine Holdings, INC....ovvvveveveeeniiiiiiieeeee State of Washington 81%



PROPERTY, PLANTS AND EQUIPMENT
Our offices are located in Dublin, Ireland, Genawd Zurich, Switzerland and Berlin, Germany. Alloofr premises are leased.

We indirectly participate in the royalty intereShe royalty interest consists of a mining delse of the lands upon which the Wabush Mit
situated that commenced in 1956 and expires in 2DB& lessor is Knoll Lake Minerals Limited ("Kndlake"), which holds a mining lease
from the Province of Newfoundland, Canada. Thedaaguires the payment of royalties to Knoll Lak&®.22 per ton on shipments of iron
ore from the Wabush Mine. Iron ore is shipped ftbmWabush Mine to Pointe Noire, Quebec, Canadaravit is pelletized. Geological
studies done on the Wabush Mine to date have dstihthat the mine has iron ore deposits of appratetyg 713 million tons averaging 34.5
fe. In 1998, 1999 and 2000, 5.6 million, 5.5 milliand 5.9 million tons of iron ore, respectivelyere shipped from the Wabush Mine.

The Wabush Mine is operated by an unincorporatied y@nture consisting of Wabush Iron Company Ladi{U.S.A.), Steel Company of
Canada Limited (Canada) and Dominion Foundries &Btimited (Canada) (collectively, the "Consortilnpwhich pays royalties to the
holder of the royalty interest based upon the arhofimon ore shipped from the Wabush Mine. Thesglties are not to be less than $3.25
million annually until 2055. In 1987, the royaltgte specified in the base price was amended taresgiase royalty rate of $1.685 per ton
with escalations as defined by agreement. Irorisorgpically sold either as a concentrate, wherlgyiron ore is in granular form, or as a
pellet, whereby iron ore concentrate has been miktitda binding agent, formed into a pellet andhtfieed in a furnace. Iron ore pellets can
be charged directly into blast furnaces withoutHar processing and are primarily used to produgérgn which is subsequently transformed
into steel. As such, the demand and, consequéehéypricing of iron ore is dependent upon the raatamal requirements of integrated steel
producers. Demand for blast furnace steel is in ¢yclical in nature and is influenced by, amongeothings, the level of general economic
activity. As the operator of the Wabush Mine is edry the Consortium of steel producers, produdtiom the mine has been generally
maintained at relatively consistent levels.

We also indirectly own approximately 52 acres afeweloped real property which is annexed to thg @fitGig Harbor, Washington. Of the
total acreage, 35 acres are zoned for medium gamsidential use and 17 acres are zoned for besipark/professional office use. We may
develop all or part of the remaining land througintperships, joint ventures or other economic dasioos with local developers. Our current
involvement with the property is limited to pre-@ééaspment work, including infrastructure (roads, eeand water services), preliminary
permits, market studies, feasibility studies ardteg activities.

We also indirectly own a 17.2 acre property locateBederal Way, Washington. This property is zohesiness park and all utilities are
available to the site. The site is encumbered Wwetland area which has been estimated at 2.4 agohgsive of setback requirements.
Currently, site approval applications have beenarfadan 800-unit self-storage facility and an 80,8quare foot warehouse/office facility.

ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECT S

The following discussion and analysis of our finahcondition and results of operations for theethyears ended December 31, 2000 should
be read in conjunction with our consolidated firnahstatements and related notes included in tmigial report. Our financial statements
included herein were prepared in accordance witha@@an GAAP. For a reconciliation of our financgtements included herein to U.S.
GAAP, see Note 16 to the financial statements. \Aleelhmade certain reclassifications to the prioiopist financial statements to conform to
the current period's presentation.

OPERATING RESULTS

We are a financial services company that focusas@mchant banking. We provide specialized bankimdj@rporate finance services
internationally. These activities are primarily doisted through our wholly-owned subsidiary, MFC BaWe also commit our own capital to
promising enterprises and invest and otherwiseettadapture investment opportunities for our oweoant. We seek to invest in businesses
or assets whose
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intrinsic value is not properly reflected in theirare price or value. Our investing is generallypassive. We seek investments where our
financial and management expertise can add or kmalcie.

Our results of operations may be materially affédtg market fluctuations and economic factors.ddition, our results of operations have
been and may continue to be affected by many fadba global nature, including economic and mackeiditions, the availability of capital,
the level and volatility of equity prices and irgst rates, currency values and other market indieesnological changes, the availability of
credit, inflation and legislative and regulatorwd®pments. Our results of operations may also aternally affected by competitive factors.
Competition includes firms traditionally engagediimancial services such as banks, broker-dealatdravestment dealers, along with other
sources such as insurance companies, mutual fuggyron-line service providers and other compaofiiesing financial services in Europe
and globally.

In recent years, the financial services industry éxperienced consolidation and convergence asdialanstitutions involved in a broad
spectrum of services have merged or combined. rEingl to consolidate is expected to continue andywe global financial institutions with
much greater capital and other resources than MB@. result of the economic and competitive factiissussed above, our results may vary
significantly from period to period. We intend t@nage our business for the long term and to méigs effect of such factors by focusing
on our core operations of meeting the financiabdses small to mid-sized companies and other bgsieaterprises internationally.

YEAR ENDED DECEMBER 31, 2000 COMPARED TO THE YEAR ENDED DECEMBER 31, 1999

The following table provides selected quarterhafinial information for MFC for each quarter of 2000

2000
DECEMBER 31 SEPTEMBER 30 JUNE 30 MARCH 31
(in thousands, other than per share amounts)
REVENUES......couviiiiriieiiieiicnecie e .. $57,736 $28,614 $42,209 $27, 661
EXPENSES...cociiiiiiiiiieeeeeee e .. 43,061 16,509 33,316 21, 468
Net iNCOME.......cocvrieiiiiiie e . 12,766 12,085 8,147 6, 165
Fully diluted earnings per share................... . 0.89 0.85 0.59 0 .46
Total aSSetS......covveiierienieiieneeins .. 332,063 304,846 285,613 291, 393
Shareholders' equity.............coocvuvuirenennns .. 213,134 195,801 186,171 174, 910

In 2000, our revenues increased to $156.2 milliomf$125.5 million in 1999, primarily as a resulirovestment activities. Our portfolio
remains principally invested in investment gradeuséies. In 1999, we transferred our private baglgervices largely as a result of
economies of scale.

In 1999, we began electronic banking and equitading for our clients through our NetBanking wédsin March 2000, we discontinued
operation of the website due to changing econommniddmentals in Europe. As a result, we took a aneoss from such discontinued
operations of $4.9 million, or $0.32 per share dully diluted basis, for the year ended Decemligrl®99.

Expenses from continuing operations increased 1d 1imillion in 2000 from $89.4 million in 1999, iprarily as a result of higher investmi
expenses. In 2000, investment expenses increa$&819 million from $65.3 million in 1999. Generald administrative expenses increased
to $21.2 million in 2000 from $19.3 million in 199Mterest expense decreased to $4.2 million ir0ZBim $4.9 million in 1999, primarily as
a result of lower outstanding indebtedness dur@02Zompared to 1999.

In 2000, net earnings were $39.2 million, or $3024 share on a basic basis ($2.78 per share dly aifuted basis). In 1999, net earnings
were $31.4 million, or $2.59 per share on a baa&d($2.28 per share on a fully diluted basigjoine from continuing operations in 1999
was $36.3 million, or $3.00 per share on a bassish@2.60 per share on a fully diluted basis).
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YEAR ENDED DECEMBER 31, 1999 COMPARED TO THE YEAR ENDED DECEMBER 31, 1998

In 1999, our revenues increased to $125.5 milllomf$123.3 million in 1998, primarily as a resulirovestment activities. Our investment

portfolio remains principally invested in investmigmnade securities. In 1999, we transferred owrapei banking services largely as a result of
economies of scale.

In 1999, we began electronic banking and equitading for our clients through our NetBanking wébsin March 2000, we discontinued
operation of the website due to changing econommiddmentals in Europe. As a result, we took a ane-oss from such discontinued
operations of $4.9 million, or $0.32 per share dully diluted basis, for the year ended Decemligrl®99.

Expenses from continuing operations decreased3at$8illion in 1999 from $92.8 million in 1998, prarily as a result of lower investment
expenses. General and administrative expensesagectenarginally to $19.3 million in 1999 from $1¢ndlion in 1998. Interest expense
increased marginally to $4.9 million in 1999 frod & million in 1998.

In 1999, net earnings were $31.4 million, or $2089 share on a basic basis ($2.28 per share dlyaifuted basis). Income from continuing
operations in 1999 was $36.3 million, or $3.00 gieare on a basic basis ($2.60 per share on adillied basis). In 1998, net earnings were
$30.2 million, or $2.48 per share on a basic b@d<20 per share on a fully diluted basis). Nehemys in 1998 included $8.1 million on the
purchase of debt securities.

LIQUIDITY AND CAPITAL RESOURCES

The following table is a summary of selected finahmformation concerning MFC for the periods icalied:

DECEMBER 31, DECEMBER 31,
2000 1999 2000 1999
(U.S. Dollars in (Canadian Dollars in
thousands) thousands)
Cash and cash equivalents........................ $45,677 $34,343 $68,524 $ 49,567
SECUNLIES. ...eiiiiieiiie e 53,582 46,981 80,384 67,808
Total asSets......ccocveviiiriiiiiieiieeeien 221,346 187,145 332,063 270,107
DEDL....cvieiiiiciieee e 23,611 21,421 35421 30,917
Shareholders' equity..........cccccvvvevieeernns 142,070 118,348 213,134 170,811

We maintain a high level of liquidity, with a sulstial amount of our assets held in cash and agsivalents, marketable securities and
customer loans collateralized by marketable saeariThe highly liquid nature of these assets glewius with flexibility in managing our
business and financing. We also use this liquiditylient related services where we act as a firimtermediary for third parties and in our
own proprietary investing activities.

At December 31, 2000, our cash and cash equivalers $68.5 million, compared to $49.6 million ad@mber 31, 1999. At December 31,
2000, we had securities of $80.4 million, compae#i67.8 million at December 31, 1999.

At December 31, 2000, our debt was $35.4 milli@mmpared to $30.9 million at December 31, 1999. Ac@nber 31, 2000, all of our
borrowings were denominated in U.S. dollars, wititumities of $7.8 million in 2002, $6.4 million RD03 and $21.1 million thereafter. See
Note 7 of our consolidated financial statementtuithed elsewhere in this annual rep:

15



OPERATING ACTIVITIES

Operating activities provided cash of $30.8 milliorR000, compared to $29.9 million in 1999. In @08 decrease in amounts due from
investment dealers provided cash of $3.7 milli@mpared to an increase in amounts due from invegtdealers using cash of $11.1 million
in 1999. An increase in receivables used cash & $8lion in 2000, compared to a decrease in radges providing cash of $1.7 million in
1999. An increase in accounts payable and accixy@ehses provided cash of $2.1 million in 2000, caragd to a decrease in accounts
payable and accrued expenses using cash of $1i6mmil 1999. We expect to generate sufficient ddslv from operations to meet our
working capital requirements.

INVESTING ACTIVITIES

Investing activities used cash of $31.2 millior2D00, compared to $35.7 million in 1999. In 200@g&increase in loans used cash of $31.7
million, compared to $34.7 million in 1999.

FINANCING ACTIVITIES

Net cash provided by financing activities was $Ir@iBion in 2000, compared to $26.8 million in 199®et borrowings provided cash of $:
million in 2000, compared to net debt repaymenisgisash of $7.2 million in 1999. In 2000, a netrgase in deposits provided cash of $:
million, compared to $34.3 million in 1999. The mepurchase of common shares in 2000 used cash4hdllion, compared to $0.2 million
in 1999. We did not pay dividends on our commorrehian 2000 or 1999.

FOREIGN CURRENCY

Substantially all of our operations are conductethiernational markets and our consolidated fir@nesults are subject to foreign currency
exchange rate fluctuations, in particular, thos8witzerland.

We translate foreign assets and liabilities intma@han dollars at the rate of exchange on the balaheet date. Revenues and expenses are
translated at the average rate of exchange pregailiring the period. Unrealized gains or lossesifthese translations are recorded as
shareholders' equity on the balance sheet andtdaffiest our net earnings.

As a substantial amount of our revenues are regeiv8wiss francs, our financial position for aniyan period, when reported in Canadian
dollars, can be significantly affected by the examrate for Swiss francs prevailing during thatquk In the year ended December 31, 2000,
we reported approximately a net $3.5 million foreexchange translation gain and, as a result, umufative foreign exchange translation
loss at December 31, 2000 was $0.8 million, conbare$4.3 million at December 31, 1999.

Since both our principal sources of revenues apeémses are in Swiss francs, we use derivativesatmge our foreign exchange exposure.
See "ltem 11.--Quantitative and Qualitative Disales About Market Risk".

Based upon the period average exchange rates iy #@Canadian dollar increased by approximat#l93n value against the Swiss franc
and decreased by approximately 2.8% in value agtiedJ.S. dollar since December 31, 1999. As atelbder 31, 2000, the Canadian dollar
decreased by approximately 2.1% in value agaimsSthiss franc and approximately 3.7% in value agdhe U.S. dollar since December 31,
1999.

DERIVATIVE INSTRUMENTS

Derivatives are financial instruments, the paymeifitshich are linked to the prices, or relationshijgtween prices, of securities or
commodities, interest rates, currency exchange @tether financial measures. Derivatives aregihesi to enable parties to manage their
exposure to interest rates and currency exchangg, @nd security and other price risks. We uswatéres to provide products and services
to clients and to manage our foreign exchange expdsr our own account.

16



INFLATION

We do not believe that inflation has had a matémglact on revenues or income over the past thisealfyears. Because our assets to a large
extent are liquid in nature, they are not signffilaaffected by inflation. However, increasesnfiation could result in increases in our
expenses, which may not be readily recoverableérptice of services provided to our clients. Te ¢itent inflation results in rising interest
rates and has other adverse effects on capitalatsatik could adversely affect our financial pasitand profitability.

ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES
DIRECTORS AND SENIOR MANAGEMENT; BOARD PRACTICES

Our Articles provide for three classes of directoith staggered terms. Each director holds offiet! the expiry of his term or until his
successor is elected or appointed, unless hissafiearlier vacated in accordance with our Bylawsith the provisions of the BUSINESS
CORPORATIONS ACT (Yukon). At each annual meetindvtC, a class of directors is elected to hold &ffior a three year term.
Successors to the class of directors whose terpiseeare identified as being of the same clasbaslirectors they succeed and are elected to
hold office for a term expiring at the third sucdiegy annual meeting of shareholders. A directoroagpd or elected to fill a vacancy on the
board of directors holds office for the unexpiretht of his predecessor. Officers of MFC serve atdiscretion of the board of directors.

The following table sets out certain informatiomcerning our directors and executive officers:

DATE OF EXPIRATION OF
COMMENCEM ENT TERM OF
OF OFFICE WITH OFFICE WITH
NAME PRESENT POSITION WI TH MFC PRINCIPAL OCCUPATION MFC MFC
Michael J. Smith(1)........... Director and Presid ent  President, Chief Executive 1986 2002
Officer and Director of MFC 1996
Roy Zanatta................... Director and Secretary and Director of MFC 1996 2002
Secretary 1996
Sok Chu Kim(1).......cceeene Director Senior Vice-President, Korea 1996 2001

Exchange Bank, 1967 to 1985;
President of Korea
International Merchant Bank,
1985 to 1989; Advisor to
Sukura Bank (Seoul, Korea);
Director of Korea
Liberalization Fund Ltd.

Og-Hyun Chin(1)............... Director Business Advisor, The Art 1994 2001
Group Architects &
Engineers Ltd.

Julius Mallin................. Director Retired Businessman 1994 2003

Dr. Stefan Feuerstein......... Director Managing Director of the 2000 2003
Industrial Investment Council
of the New German States;
President of the Thuringian
Economic Development
Corporation (Germany) from
1992 to 1997

(1) Member of the Audit Committee.
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There are no arrangements or understandings wigbr siaareholders, customers, suppliers or othersuant to which any person referred to
above was selected as a director or executiveenffitor are there any family relationships betwaey of the persons referred to above.

Our Audit Committee is responsible for, among othérgs: (1) meeting with the external auditorsasape from management to review
specific issues;

(2) reviewing with the external auditors their aahkeport and reports to our board of directorirfitime to time, with respect to internal
audit and accounting procedures; and (3) makingmaeendations relating to the appointment and remnatioa of external auditors.

We do not have a Remuneration Committee of ourcbofdirectors. Our executive compensation progisaadministered by our Chief
Executive Officer under the supervision of our labaf directors.

EMPLOYMENT AGREEMENTS AND TERMINATION OF EMPLOYMENT  OR CHANGE OF CONTROL

Mr. Smith and Mr. Zanatta (each an "Executive")reantered into an amended and restated employrgezgraent with MFC in 2000. Each
agreement generally provides, subject to certaimiteation provisions, for the continued employmeithe Executive for a period of 36
months with automatic one month renewals, so thelh @greement at all times has a remaining terd® ohonths. Each agreement provides
for an annual base salary and other compensatibe paid to the Executive as determined by ourdotdirectors. In the event he is
terminated without cause or resigns for good regasmlefined in each agreement) within three yefaschange of control (as defined in e
agreement), the Executive will be entitled to apusom severance payment of three times the su(i) afs current annual salary under the
agreement; and (ii) the higher of his current ahboaus under the agreement and the highest varfy and bonus received by him in the
previous five fiscal years. If the Executive isni@mated without cause or resigns for good reastan Hiree years of a change of control, he
will be entitled to the same payments in equakihstents over 12 months.

In addition, all unvested rights in any stock opti@mr other equity awards of the Executive williasull in the event of a change of control.
The Executive will also be entitled, for a peridd365 days following the earlier of the date of téemination and the date of the change of
control, to require us to purchase all or any padur common shares held by such Executive om#te of termination or date of change of
control at a price equal to the average closingetaprice of our common shares on the Nasdaq Natidarket (the "Nasdaq") on the ten
preceding trading days.

COMPENSATION

During the fiscal year ended December 31, 2000pave an aggregate of approximately $1.5 milliogash compensation to our directors
officers. This amount does not take into accoucgitive stock options granted to or exercised loy slirectors and officers or other noast
compensation, as more particularly described beldavother funds were set aside or accrued by MA@duhe fiscal year ended December
31, 2000 to provide pension, retirement or sinti@nefits for our directors or officers pursuanaiy existing plan provided or contributed to
by MFC.

We are required, under applicable securities latigst in Canada, to disclose to our shareholdeslgd®f compensation paid to certain
executive officers. The following fairly reflectsaterial information regarding compensation paiduoh persons.

EXECUTIVE COMPENSATION

The following table provides a summary of compeinsapaid by us during each of the last three figears to our Chief Executive Officer
and to our next four most highly paid executivaagffs who received a
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combined salary and bonus during the fiscal yededbecember 31, 2000 in excess of $100,000 (then&d Executives"):

SUMMARY COMPENSATION TABLE

LONG-TERM
ANNUAL COMPENSATION(1) COMPENSATION
AWARDS
SECURITIES UNDER
FISCAL YEAR OTHER ANNUAL OPTIONS ALL OTHER

ENDED SALAR Y BONUS COMPENSATION GRANTED C OMPENSATION
NAME AND PRINCIPAL POSITION DECEMBER 31, (%) (%) (%) #) (%)
Michael J. Smith 2000 289,19 8 259,017 17,596 - 2,290
President, Chief Executive 1999 212,94 4 256,809 - -- --
Officer and Director 1998 221,87 6 231,365 - 77,000 --
Claudio Morandi 2000 212,33 3 133,974 5,278 25,000 2,290
President 1999 179,17 1 154,085 10,102 - -
MFC Bank 1998 117,01 0 101,222 - 75,000 -
Roy Zanatta 2000 85,16 1 10,000 -- - --
Secretary and Director 1999 104,85 2 119,844 - - -

1998 192,50 0 101,222 - 60,000 -
John Musacchio 2000 272,80 3 -- -- -- --
Vice-President 1999 283,83 3 -- -- -- --

1998 - - - - 50,000 -
Jean Paul Abgottspon 2000 139,76 8 31,903 7,484 -- 28,678
Senior Vice-President 1999 165,80 0 18,862 -- - --
MFC Bank 1998(2) 171,82 8 - - 8,000 -

(1) On a cash basis, unless otherwise stated.
(2) Mr. Abgottspon commenced employment with MFQume 1998. His compensation for fiscal 1998 is@méed on an annualized basis.
DIRECTORS' COMPENSATION

We did not pay any compensation to our directorsHeir services as directors during the year erdecember 31, 2000, nor are there any
arrangements for any such compensation to be @aiddirectors are, however, reimbursed for reasdenakpenses incurred in connection
with their services as directors of MFC.

OPTIONS TO PURCHASE SECURITIES

We have a stock option plan that provides for graxfitoptions in respect of directors, officers &egt employees of, and other persons
providing ongoing services to, MFC. Our stock optman is administered by our board of directofse fhaximum number of our common
shares which may be reserved and set aside farisswnder our stock option plan is 1,512,000. Bgtion upon its exercise entitles the
grantee to one common share. The exercise priga option may not be less than the closing manke¢ f our common shares on the
Nasdaq on the day prior to the grant of the optiothe event our common shares are not tradedidmday, the exercise price may not

less than the average between the closing bid sindré&ces of our common shares on the Nasdaq éotettntrading days immediately prior to
the date the option is granted. Options may betgdamnder our stock option plan exercisable foe@ogl of up to ten years from the date of
grant of the option.
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Option Grants During the Most Recently Completed Fnancial Year

The following table sets forth the grant of inceatstock options to our Named Executives and direaiuring the financial year ended

December 31, 2000.

SECURITIES

UNDER % OF TOTAL
OPTIONS OPTIONS
GRANTED GRANTED IN

NAME (#)  FINANCIAL YEAR
Claudio Morandi 25,000 19.2%
Dr. Stefan Feuerstein 50,000 38.5%

EMPLOYEES

MARKET VALUE
OF SECURITIES
UNDERLYING
EXERCISE OR OPTIONS ON THE
BASE PRICE  DATE OF GRANT  EXPIRATION
($/SECURITY) ($/SECURITY) DATE
U.S.$7.00 U.S.$6.94  April 11, 2005
U.S.$7.00 U.S.$7.00 March 29, 2005

We currently employ approximately 31 people. ABatember 31, 2000, 1999 and 1998, we employed =ippaitely 36, 37 and 35 people,

respectively.

We do not have any involvement with labour unid'® do not employ a significant number of tempommployees.

SHARE OWNERSHIP

The following table sets forth information, as gk 23, 2001, concerning the beneficial ownerstfipur common shares by each of our

Named Executives and directo

NAME OF BENEFICIAL OWNER

Michael J. Smith............ccociiiiiiiiieene.
Claudio Morandi.............eeveeeeeeeiieiiieinnn,
Roy Zanatta..........cccevvveviiiiniiieeiieeenns
John Musacchio........cccceeeeveieiiiiiiiiis
Jean Paul Abgottspon..........cccceeeiiieeeenns
Sok Chu Kim.....oovvviiiiiiiiiieiciiiiieeees
Julius Mallin....
Og-Hyun Chin............
Dr. Stefan Feuerstein............cccccceveeeenennn.

NUMBER OF PERCENTAGE
COMMON SHARES OF CLASS

~(4)

(1) Mr. Morandi has incentive stock options entiglihim to acquire an aggregate of 145,000 of oormaon shares at an exercise price of
U.S.$7.25 per share in respect of options to pwedd,000 shares expiring July 25, 2002, U.S.$6eBGhare in respect of options to
purchase 75,000 shares expiring October 28, 2002)8.$7.00 per share in respect of options tolasge 25,000 shares expiring April 11,
2005.

(2) Mr. Zanatta has incentive stock options emiitlhim to acquire an aggregate of 125,000 of oorrnon shares at an exercise price of
U.S.$7.25 per share in respect of options to pweled,000 shares expiring July 25, 2002 and U.@$ger share in respect of options to
purchase 60,000 shares expiring October 28, 2003.

(3) Mr. Musacchio has incentive stock options &ntithim to acquire 50,000 of our common sharesnagéxercise price of U.S.$6.00 per sl
expiring October 28, 2003.

(4) Dr. Feuerstein has incentive stock optionstkemdi him to acquire 50,000 of our common sharesragxercise price of U.S.$7.00 per share
expiring March 29, 2005.
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ITEM 7. MAJOR SHAREHOLDERS AND RELATED PARTY TRANSA CTIONS
MAJOR SHAREHOLDERS

The following table sets forth certain informatias at April 23, 2001 concerning the ownership af@ammon shares as to each person
known to us, based solely upon public records dimgj$, to be the direct and/or indirect owner afmathan five percent of our common
shares:

IDENTITY OF PERSON OR GROUP AMOUNT OWNED PERCENT OF CLASS
Peter Kellogg......ccooevveviviiieiiiiiiieeeeeee 3,141,550(1) 24.8%
FMR COMPeccciiiiiiiciienicie e 763,800 6.0%

(1) In his public filings, Mr. Kellogg disclaims heficial ownership of 2,881,550 of the shares,ppraximately 22.8% of our issued and
outstanding common shares.

Our officers and directors, as a group, own or mdndirectly or indirectly, an aggregate of 61)a&mmon shares and have options on
745,000 common shares, representing approxima@el@d of our common shares on a fully diluted basis.

All common shareholders have identical voting right
SHAREHOLDER DISTRIBUTION

As at April 23, 2001, there were approximately &@fders of record of our common shares and a t6td2,653,156 common shares were
outstanding. Approximately 10,675,625 or 84% of coimmon shares are held of record by 588 U.S. mgldecluding depositories and
clearing agencies.

RELATED PARTY TRANSACTIONS

Other than as disclosed in this annual reportyéddest of our knowledge, there have been no mbteansactions since January 1, 2000 to
which MFC was or is a party and in which a direapofficer of MFC, any relative or spouse of arigedtor or officer, or any individual
owning, directly or indirectly, an interest in theting power of MFC that gives it significant innce over MFC, has or will have a direct or
indirect material interest, nor were any direcmrefficers of MFC, any relatives or spouses ofrsdicectors or officers, or any individuals
owning, directly or indirectly, an interest in theting power of MFC that gives them significantlirgnce over MFC, indebted to MFC during
this period.

At December 31, 2000, we had a note payable tdfdiate in the amount of $7.8 million from whom vearned fees of $1.1 million during
2000. Our President and Chief Executive Offical$® the President and a director of the affiliate.

We are the lessee of the Wabush Mine located itbeince of Newfoundland, Canada. The Wabush Néireperated by an independent
party who pays royalties based on the amount of dre it extracts from the Wabush Mine. The rogaltre paid to an affiliate, which
acquired the rights to the royalties during a pyear in exchange for preferred shares which pefad a variable annual dividend rate.
During 2000, the amount of preferred dividends edramounted to $5.4 million and we earned managefaes of $0.8 million from the
affiliate. We had a payable to the affiliate of $4nillion at December 31, 2000 which will be paidtihe normal course.

ITEM 8. FINANCIAL INFORMATION

CONSOLIDATED STATEMENTS AND OTHER FINANCIAL INFORMA TION

See "ltem 18. Financial Statements" for financiatesments filed as part of this annual report.
SIGNIFICANT CHANGES

No significant changes have occurred since the afatee financial statements provided in Iltem 1®&he
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LEGAL PROCEEDINGS

We are subject to routine litigation incidentabiar business and are named from time to time a&femdant in various legal actions arising in
connection with our activities, certain of whiclelnde large claims for punitive damages. We are imigolved, from time to time, in
investigations and proceedings by governmentalsaiferegulatory agencies. Some of these legal egtimvestigations and proceedings may
result in adverse judgments, penalties or fines.

In view of the inherent difficulty of predicting ¢houtcome of such matters, particularly in caseshith substantial damages are sought, we
cannot state what the eventual outcome of pendatens will be. We are contesting the allegatiomslenin each pending matter and believe,
based on current knowledge and after consultatitinaunsel, that the outcome of such mattersiwatlhave a material adverse effect on
consolidated financial condition, but may be matleio our operating results for any particular peridepending on the level of our income
for such period.

DIVIDEND INFORMATION

The actual timing, payment and amount of dividemaisl on our common shares is determined by ourdbafadirectors, based upon things
such as our cash flow, results of operations amehfiial condition, the need for funds to financgaing operations and such other business
considerations as our board of directors considdesant. In June 1997, we paid a dividend of $@édshare and, in June 1998, we paid a
dividend of U.S.$0.02 per share. We did not pay dimidends in 1999 or 2000.

ITEM 9. THE OFFER AND LISTING
MARKETS AND PRICE HISTORY

Our common shares are quoted on the Nasdaqg uralsyithbol "MXBIF" and on the Frankfurt Stock Exchangder the symbol "MFC GR".
The following table sets forth the high and lowesaprices of our common shares on the Nasdaqgédquetiods indicated:

NASDAQ(1)

ANNUAL HIGHS AND LOWS

1996, .o U.S.$7.38 US.$3.27
1997 e 11.56 5.45
1998 e 14.38 4.69
1999, i 12.25 5.81
2000 .. 10.00 6.75
QUARTERLY HIGHS AND LOWS

1999

First QUarter.......cccoovvveevveeviieeseeeeeee U.S.$9.00 U.S.$6.50
Second QUANEr.....ccoeveeeeeeeieieiiiieeeeee 8.31 5.81
Third Quarter.......ccooevvvvvviiiiiiieeeeeees 12.25 6.31
Fourth Quarter......ccccovcvvvvveeveneeeeeeeeeee 9.50 7.50
2000

FirstQuarter......ccoovvvvvveeiiiiieieeeeees 10.00 6.75
Second QUANer......covveeeeeeeieieiiciiieeeeee 8.38 6.81
Third Quarner.......ccoeccvvciieeeeeees 8.56 6.94
Fourth Quarter......ccccovcvevievveneeeeeeeeeee 8.88 7.50
2001

FirstQuarer......ccccovvvvieviieeeeeees 8.50 7.13
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NASDAQ(1)

MONTHLY HIGHS AND LOWS

2000

L@ 101 1o o 11 0 OUPR U.S.$8.19 U.S.$7.88
NOVEMDEI ..o 8.88 7.63
December.......ccoovviiiiiiieeeeeeeeee 8.13 7.50
2001

JANUAIY ... 8.50 7.69
February.. - 8.47 7.75
March........cccceee. L 8.38 7.13
April Lto April 23, 8.17 7.63

(1) Our common shares were quoted on the OTC BulBdard from May 1996 to May 1997. Since May 1984, common shares have been
guoted on the Nasdagq.

ITEM 10. ADDITIONAL INFORMATION
ARTICLES AND BYLAWS
We are incorporated under the laws of the Yukonifiey, Canada and have been assigned corporagssoamber 25686.

Our Articles and Bylaws do not contain a descriptid our objects and purposes, except insofar asstoict us from carrying on the business
of a railway, steamship, air transport, canal,gelph, telephone or irrigation company. We maygrenfany and all corporate activities
permissible under the laws of the Yukon Territory.

Our Articles and Bylaws do not restrict a directgrbwer to vote on a proposal, arrangement or aohitn which the director is materially
interested, vote compensation to themselves op#rer members of their body in the absence of degandent quorum or exercise
borrowing powers. There is no mandatory retirenaget for our directors and our directors are natiredq to own securities of MFC in order
to serve as directors.

Our authorized capital consists of common shardschass A preferred shares. Our class A prefefiades may be issued in one or more
series and our directors may fix the number of sharhich is to comprise each series and the daggnaights, privileges, restrictions and
conditions attaching to each series. Currentlyhese authorized 140,000 class A preferred shaeeiessl (the "Series 1 Shares"), 140,000
class A preferred shares, series A (the "Serieba@e$"), 100,000 class A preferred shares, serige2Series 2 Shares") and 20,000 class A
preferred shares, series 3 (the "Series 3 Shares").

Holders of our common shares are entitled to vo&l aneetings of shareholders, except meetingehith only holders of a specified class of
shares are entitled to vote, receive any divideedaded by MFC and, subject to the rights, priveiggestrictions and conditions attaching to
any other class of shares, receive the remainioggsty of MFC upon dissolution.

Our class A preferred shares of each series ramskparity with our class A preferred shares of atier series and are entitled to a preference
over our common shares with respect to the payofetividends and the distribution of assets ornetf capital in the event of liquidation,
dissolution or winding-up of MFC.

Holders of our Series 1 Shares and Series A Shaeesntitled to dividends of $5.00 per share pauan Our Series 1 Shares and Series A
Shares are redeemable at our option at a pric&Gff.80 and carry retraction rights entitling a leoltb require us to redeem their Series 1
Shares or Series A Shares, respectively, at arg/dfier five years from the date of issuance foriee of $100.00. Our Series 1 Shares and
Series A Shares are also convertible into such eammbour common shares as is specified in ourchediat any time after five years from the
date of issuance or in the event the Series 1 SloarBeries A Shares, respectively, are calledefdemption.
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Holders of our Series 2 Shares and Series 3 Shezemtitled to dividends of $3.00 per share pauan Our Series 2 Shares and Series 3
Shares are redeemable at our option at a pric&Gff.$0.

The provisions in our Articles attaching to our ecoon shares and class A preferred shares may bedilmended, repealed, suspended or
changed by the affirmative vote of the holdersaiflass than two-thirds of the common shares awdthivds of the class A preferred shares,
respectively.

Our Articles provide for three classes of directoith staggered terms. Each director holds offietl the expiry of his term or until his
successor is elected or appointed, unless hissafiearlier vacated in accordance with our Bylawwith the provisions of the BUSINESS
CORPORATIONS ACT (Yukon). At each annual meetindvt5C, a class of directors is elected to hold &ffior a three year term.
Successors to the class of directors whose terpiseeare identified as being of the same clasbaslirectors they succeed and are elected to
hold office for a term expiring at the third sucdie®y annual meeting of shareholders. A directoroagpd or elected to fill a vacancy on the
board of directors holds office for the unexpiretht of his predecessor.

An annual meeting of shareholders must be heldat 8me in each year not later than 15 monthg #fgelast preceding annual meeting and
at such place as our board of directors, or failingur Chairman, Managing Director or Presidemdy from time to time determine. The
holders of not less than five percent of our isssteares that carry the right to vote at a meetiag requisition our directors to call a meeting
of shareholders for the purposes stated in thesigign. The quorum for the transaction of businasany meeting of shareholders is two
persons present in person or by proxy who togdtbket or represent by proxy in aggregate not leas tine-third of our outstanding shares
entitled to vote at the meeting. Only persons ledtito vote, our directors and auditor and othewe valthough not entitled to vote, are
otherwise entitled or required to be present, atiled to be present at a meeting of shareholders.

Except as provided in the ICA, there are no linotad specific to the rights of non-Canadians tallalvote our common shares under the
laws of Canada or the Yukon Territory, or in ouatkr documents. See "Exchange Controls" belowa ftiscussion of the principal features
of the ICA for non-Canadian residents proposingdquire our common shares.

As set forth above, our Articles and Bylaws contzntain provisions that would have an effect dagieg, deferring or preventing a change
in control of MFC, including authorizing the isse&nby our board of directors of preferred stockeres, providing for a classified board of
directors with staggered, three-year terms andihignithe persons who may call special meetinghafeholders. Our Articles and Bylaws do
not contain any provisions that would operate amity) respect to a merger, acquisition or corporastructuring of MFC.

In 1993, we adopted a shareholder protection riglas to protect us and our shareholders from grdliusive or coercive acquisition tactics.
Generally, the plan provides for the issuance ¢dhtbiders of each of our outstanding common stafragight to purchase one of our
common shares at an exercise price determineccoréance with the plan upon the commencement afexover bid. We have waived the
application of the plan to an existing sharehotdgrermit such shareholder to acquire up to 25%uofcommon shares.

Our Bylaws do not contain any provisions goverrtimg ownership threshold above which shareholdereosttip must be disclosed.
MATERIAL CONTRACTS

We have not entered into any material contracterahan in the ordinary course of business, dutiegreceding two years.
EXCHANGE CONTROLS

There are presently no governmental laws, decreesgyalations in Canada which restrict the expoitaport of capital, or which impose
foreign exchange controls or affect the remittaoiciaterest, dividends or other payments to nomdezg holders of MFC's common shares.
However, any remittances of dividends to Unitedé¥taesidents are subject to a 15% withholding%& if the beneficial owner of the
dividends is a corporation owning at least 10%wf\wting shares) pursuant to the Canada-U.S. Tawéhtion (1980), as amended (the
"Treaty"). See "ltem 10. Additional Information--Xation".
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Except as provided in the ICA, there are no linotad specific to the rights of non-Canadians tallalvote our common shares under the
laws of Canada or the Yukon Territory, or in ouatkr documents. The following summarizes the |paideatures of the ICA for non-
Canadian residents proposing to acquire our conshares. THIS SUMMARY IS OF A GENERAL NATURE ONLY ADIS NOT
INTENDED TO BE, AND SHOULD NOT BE CONSTRUED TO BEEGAL ADVICE TO ANY HOLDER OR PROSPECTIVE HOLDER
OF OUR COMMON SHARES, AND NO OPINION OR REPRESENTI®N TO ANY HOLDER OR PROSPECTIVE HOLDER OF OUR
COMMON SHARES IS HEREBY MADE. ACCORDINGLY, HOLDERSND PROSPECTIVE HOLDERS OF OUR COMMON SHARES
SHOULD CONSULT WITH THEIR OWN LEGAL ADVISORS WITH ESPECT TO THE CONSEQUENCES OF PURCHASING AND
OWNING OUR COMMON SHARES.

The ICA governs the acquisition of Canadian busiasdy non-Canadians. Under the ICA, non-Canadiesops or entities acquiring
"control" (as defined in the ICA) of a corporaticarrying on business in Canada are required teritbtify, or file an application for review
with, Investment Canada, the federal agency crdagtdtle ICA. Investment Canada may review any @atien which results in the direct or
indirect acquisition of control of a Canadian besis, where the gross value of corporate assets@xcertain threshold levels (such
thresholds being favourably varied for U.S. citigday legislation relating to the Canada-U.S. Fressl&@ Agreement) or where the activity of
the business is related to Canada's cultural lgeriba national identity. No change of voting cohwdl be deemed to have occurred, for
purposes of the ICA, if less than one-third of Wieéing control of a Canadian corporation is accgiipg an investor.

If an investment is reviewable under the ICA, apligation for review in the form prescribed is naliy required to be filed with Investment
Canada prior to the investment taking place, ardrihestment may not be implemented until the r@ias been completed and the Minister
responsible for Investment Canada is satisfiedttteainvestment is likely to be of net benefit tan@da. If the Minister is not satisfied that the
investment is likely to be of net benefit to Canatia non-Canadian applicant must not implementrthestment, or if the investment has
been implemented, may be required to divest itfatbntrol of the Canadian business that is thgestilof the investment.

Certain transactions relating to our common shaadd be exempt from the ICA, including:
- the acquisition of our common shares by a pensdne ordinary course of that person's businesstesder or dealer in securities;

- the acquisition of control of MFC in connectiofittwthe realization of security granted for a laarother financial assistance and not for a
purpose related to the provisions of the ICA; and

- the acquisition of control of MFC by reason ofanalgamation, merger, consolidation or corporateéganization following which the
ultimate direct control in fact of MFC, through ogmship of our common shares, remains unchanged.

TAXATION
CERTAIN CANADIAN FEDERAL INCOME TAX CONSEQUENCES

We consider that the following general summarylfadescribes the principal Canadian federal incéemeconsequences applicable to a hc
of our common shares who is a resident of the drifates, who is not, will not be and will not leethed to be a resident of Canada for
purposes of the INCOME TAX ACT (Canada) (the "ITANd any applicable tax treaty and who does nobuseld, and is not deemed to
use or hold, his common shares of MFC in connedtiitin carrying on a business in Canada (a "nordesgiholder").

This summary is based upon the current provisidiisenl TA, the regulations thereunder (the "Regala&"), the current publicly announced
administrative and assessing policies of the Cagagdoms and Revenue Agency and the Treaty. Thisnsury also takes into account the
amendments to the ITA and Regulations publicly ameced by the Minister of Finance (Canada) prichtodate hereof (the "Tax Proposa
and assumes that all such Tax Proposals will betedan their present form. However, no assuranaeshe given that the Tax Proposals will
be enacted in the form proposed, or at all. Thisreary is not exhaustive of all possible Canadiaeffal income tax consequences and,
except for the foregoing, this summary does nat iako account or anticipate any changes in lavetiwdr by legislative, administrative or
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judicial decision or action, nor does it take iatttount provincial, territorial or foreign inconmaxtlegislation or considerations, which n
differ from the Canadian federal income tax conseges described herein.

THIS SUMMARY IS OF A GENERAL NATURE ONLY AND IS NOTNTENDED TO BE, AND SHOULD NOT BE CONSTRUED TO
BE, LEGAL, BUSINESS OR TAX ADVICE TO ANY PARTICULARHOLDER OR PROSPECTIVE HOLDER OF OUR COMMON
SHARES, AND NO OPINION OR REPRESENTATION WITH RESEETO THE TAX CONSEQUENCES TO ANY HOLDER OR
PROSPECTIVE HOLDER OF OUR COMMON SHARES IS MADE. EORDINGLY, HOLDERS AND PROSPECTIVE HOLDERS OF
OUR COMMON SHARES SHOULD CONSULT THEIR OWN TAX ADMHORS WITH RESPECT TO THE INCOME TAX
CONSEQUENCES OF PURCHASING, OWNING AND DISPOSING OBR COMMON SHARES IN THEIR PARTICULAR
CIRCUMSTANCES.

DIVIDENDS

Dividends paid on our common shares to a non-rastu@der will be subject under the ITA to withhirld tax at a rate of 25% subject to a
reduction under the provisions of an applicablettaaty, which tax is deducted at source by MFQ Threaty provides that the ITA's stand
25% withholding tax rate is reduced to 15% on divids paid on shares of a corporation resident irada (such as MFC) to residents of the
United States, and also provides for a further cédn of this rate to 5% where the beneficial owokthe dividends is a corporation resident
in the United States that owns at least 10% of/timg shares of the corporation paying the divitlen

CAPITAL GAINS

A non-resident holder is not subject to tax untierliTA in respect of a capital gain realized upoa disposition of a common share of MFC
unless such share represents "taxable Canadiaerprofas defined in the ITA) to the holder there®fir common shares generally will be
considered taxable Canadian property to a nonnessideder if:

- the non-resident holder;
- persons with whom the non-resident holder diddeat at arm's length; or
- the non-resident holder and persons with whonh suom-resident holder did not deal at arm's length,

owned or had an interest in an option in respeaobiess than 25% of the issued shares of ang ofasur capital stock at any time during
five year period immediately preceding the disposibf such shares. In the case of a non-residddehto whom shares of MFC represent
taxable Canadian property and who is residentarithited States, no Canadian taxes will generalpdyable on a capital gain realized on
such shares by reason of the Treaty unless the wélsuch shares is derived principally from realperty situated in Canada.

CERTAIN UNITED STATES FEDERAL INCOME TAX CONSEQUENC ES

The following is a general discussion of certaisgible United States Federal foreign income taxematunder current law, generally
applicable to a U.S. Holder (as defined below) wf common shares who holds such shares as cagstatisa This discussion does not address
all aspects of United States Federal income taxemsadnd does not address consequences pecyiarsins subject to special provisions of
Federal income tax law, such as those describedvieed excluded from the definition of a U.S. Holdaraddition, this discussion does not
cover any state, local or foreign tax consequerges."Certain Canadian Federal Income Tax Consegqaénbove.

The following discussion is based upon the InteReenue Code of 1986, as amended (the "Code'aslirg Regulations, published Inter
Revenue Service ("IRS") rulings, published admraiste positions of the IRS and court decisions &ére currently applicable, any or all of
which could be materially and adversely changedsiiady on a retroactive basis, at any time. In tald this discussion does not consider the
potential effects, both adverse and beneficiahrof recently proposed legislation which, if enactamild be applied, possibly on a retroactive
basis, at any time. No assurance can be giverthbdRS will agree with such statements and coimmhgs or will not take, or a court will not
adopt, a position contrary to any position takereime
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THE FOLLOWING DISCUSSION IS FOR GENERAL INFORMATIORNLY AND IS NOT INTENDED TO BE, NOR SHOULD IT BE
CONSTRUED TO BE, LEGAL, BUSINESS OR TAX ADVICE TOMY HOLDER OR PROSPECTIVE HOLDER OF OUR COMMON
SHARES, AND NO OPINION OR REPRESENTATION WITH RESPETO THE UNITED STATES FEDERAL INCOME TAX
CONSEQUENCES TO ANY SUCH HOLDER OR PROSPECTIVE H@E®IS MADE. ACCORDINGLY, HOLDERS AND
PROSPECTIVE HOLDERS OF COMMON SHARES SHOULD CONSULHEIR OWN TAX ADVISORS WITH RESPECT TO
FEDERAL, STATE, LOCAL, AND FOREIGN TAX CONSEQUENCESF PURCHASING, OWNING AND DISPOSING OF OUR
COMMON SHARES.

U.S. HOLDERS

As used herein, a "U.S. Holder" includes a holdeyus common shares who is a citizen or residethefUnited States, a corporation created
or organized in or under the laws of the Unitedetar of any political subdivision thereof, anyigrwhich is taxable as a corporation for
U.S. tax purposes and any other person or entiyselownership of our common shares is effectivetynected with the conduct of a trade
business in the United States. A U.S. Holder dagsntlude persons subject to special provisionBeaferal income tax law, such as tax-
exempt organizations, qualified retirement plairgricial institutions, insurance companies, rettesnvestment trusts, regulated investment
companies, broker-dealers, non-resident alien iddails or foreign corporations whose ownershipwfa@ammon shares is not effectively
connected with the conduct of a trade or busirmesdisd United States and shareholders who acquistdghares through the exercise of
employee stock options or otherwise as compensation

FOREIGN TAX CREDIT

A U.S. Holder who pays (or has had withheld frostrlutions) Canadian income tax with respect &édWwnership of our common shares
may be entitled, at the option of the U.S. Holderither a deduction or a tax credit for suchifpreax paid or withheld. Generally, it will be
more advantageous to claim a credit because & ceellices United States Federal income taxes atla-fior-dollar basis, while a deduction
merely reduces the taxpayer's income subject toltais election is made on a year-by-year basisgemeérally applies to all foreign income
taxes paid by (or withheld from) the U.S. Holderidg that year. There are significant and compiesitations which apply to the tax credit,
among which is an ownership period requirementthadyeneral limitation that the credit cannot exicée proportionate share of the U.S.
Holder's United States income tax liability thas th.S. Holder's foreign source income bears tohits worldwide taxable income. In
determining the application of this limitation, tharious items of income and deduction must besiflad into foreign and domestic sources.
Complex rules govern this classification procedser€ are further limitations on the foreign taxdiréor certain types of income such as
"passive income", "high withholding tax interesfinancial services income", "shipping income", arattain other classifications of income.
THE AVAILABILITY OF THE FOREIGN TAX CREDIT AND THEAPPLICATION OF THESE COMPLEX LIMITATIONS ON THE
TAX CREDIT ARE FACT SPECIFIC AND HOLDERS AND PROSEEIVE HOLDERS OF OUR COMMON SHARES SHOULD
CONSULT THEIR OWN TAX ADVISORS REGARDING THEIR INDIIDUAL CIRCUMSTANCES.

PASSIVE FOREIGN INVESTMENT CORPORATION

We do not believe that we are a passive foreigastment corporation (a "PFIC"). If a U.S. Holdesmtises of shares in a PFIC, any resultant
gain will be subject to a tax that is determinedabyportioning the gain pro rata over the entirelimg period of the shares. The amount of
that is apportioned to the current year, and toey1987 holding period, is included in the U.®8lder's current income.

The tax on the amount apportioned to any prioryeaginning with 1987 is calculated using the haglax rate in each applicable year. In
addition, interest compounded daily is chargedhentax due for each prior year from the due datb@efeturn for the respective year to the
due date for the current year. The interest rasetigjuarterly. The U.S. Holder's current yearigarcreased by the special tax and interest on
amounts apportioned to prior years.

A U.S. Holder can avoid this special tax and indemharge by making a permanent election to tr&&l& as a "qualified electing fund" and
to report in each year thereafter such sharehslger' rata share of the ordinary earnings andaggtat gains of a PFIC. If the election is not
made in the first year that the
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U.S. Holder owns the shares, a special electiordvoave to be made to cleanse the effect of tha gear's holding periods.

These rules apply similarly to distributions fronPBIC that would be considered excess distributi@usnplex rules govern the determinal
of applicable gains and excess distributions, tieutation of the amounts allocated pro rata torpyears, the resultant tax and applicable
interest, and the qualified electing fund electiatether as pedigreed or non-pedigreed.

HOLDERS AND PROSPECTIVE HOLDERS OF COMMON SHARES @FPFIC SHOULD CONSULT THEIR OWN TAX ADVISORS
REGARDING THEIR INDIVIDUAL CIRCUMSTANCES.

DOCUMENTS ON DISPLAY

We are subject to the informational requirementhefSecurities Exchange Act of 1934, as amendegicdordance with these requirements,
we file reports and other information with the Séties and Exchange Commission. These materiadfydimg this annual report and the
exhibits hereto, may be inspected and copied gbibéc reference facilities maintained by the Cassion at 450 Fifth Street, N.W.,
Washington, D.C. 20549 and at the Commission'oregioffices at 500 West Madison Street, Suite 14¥icago, lllinois 60662511, and
World Trade Center, Suite 1300, New York, New Yaf048. Copies of the materials may be obtained fteprincipal office of the
Commission at 450 Fifth Street, N.W., WashingtorC 20549 at prescribed rates. The public may nbtdormation on the operation of the
Commission's public reference facilities by callthg Commission in the United States at 1-800-SB830The Commission also maintains a
web site at http://www.sec.gov that contains repgotoxy statements and other information regardégistrants that file electronically with
the Commission.

ITEM 11. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

We are exposed to market risk from changes inestaates, foreign currency exchange rates andygguices which may affect our results of
operations and financial condition. We manage thisks through internal risk management policieg &l60 use derivative foreign exchange
contracts to manage our exposure and our cliexpg'seire to foreign currency exchange rate riskanyf of the variety of instruments and
strategies we utilize to manage our exposure tiowgitypes of risk are not effective, we may inlasises. Many of our strategies are based or
historical trading patterns and correlations. Hogrethese strategies may not be fully effectivenitigating our risk exposure in all market
environments or against all types of risk. Unexpdceharket developments may affect our risk managestemtegies during this time, and
unanticipated developments could impact our riskagament strategies in the future.

INTEREST RATE RISK

Fluctuations in interest rates may affect the vaiue of financial instruments sensitive to intérases. An increase in interest rates may
decrease the fair value of our financial instrunmesgets and increase the fair value of our finaimsg&rument liabilities. A decrease in interest
rates may increase the fair value of our financistrument assets and decrease the fair valuerdfmancial instrument liabilities. Our
financial instruments which may be sensitive teiiast rate fluctuations are investments and ddigaiions. The following tables provide
information about our exposure to interest ratettlations for the carrying amount of financial mshents that may be sensitive to such
fluctuations as at December 31, 2000 and 1999¢otisply, and expected cash flows from these insémnis.

AS AT DECEMBER 31, 2000
(IN THOUSANDS)

EXPECTED FUTURE CASH FLOW
CARRYING FAIR -~ e e
VALUE VALUE 2 001 2002 2003 2004 2005 THEREAFTER

Investments(1).......... $44,147 $43,815 $41 087 ¢ 463 $ 926 $ -- $ -- $1,671
Debt obligations(2)..... 21,131 13,946 - - - - -

(1) Investments consist of debt securities andepredl stock.
(2) Debt obligations consist of the bonds whichumaion April 1, 2008 and bear interest at 8% peuan
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AS AT DECEMBER 31, 1999
(IN THOUSANDS)

EXPECTED FUTURE CASH FLOW
CARRYING FAIR . e

VALUE VALUE 2000 2001 2002 2003 2004 THEREAFTER
Investments(1).............. $29,965 $30,086 $26,474 $ - $ - $ -- $361 2 % -
Debt obligations(2)......... 20,445 16,356 -- -- - - - - 16,356

(1) Investments consist of debt securities.
(2) Debt obligations consist of the bonds whichumain April 1, 2008 and bear interest at 8% pauan
FOREIGN CURRENCY EXCHANGE RATE RISK

Our reporting currency is the Canadian dollar. Wikl fiinancial instruments primarily denominatedJrs. dollars and Swiss francs. A
depreciation of such currencies against the Canatb#ar will decrease the fair value of our finatdénstrument assets and liabilities. An
appreciation of such currencies against the Canatb#ar will increase the fair value of our finaaldnstrument assets and liabilities. Our
financial instruments which may be sensitive te@fgn currency exchange rate fluctuations are imvests, loans, deposits and debt
obligations. The following tables provide inform@tiabout our exposure to foreign currency exchaagefluctuations for the carrying
amount of financial instruments that may be seresitd such fluctuations as at December 31, 20001888, respectively, and expected cash
flows from these instruments:

AS AT DECEMBER 31, 2000
(IN THOUSANDS)

EXPECTED FUTURE CASH FLOW
CARRYING FAIR . e

VALUE  VALUE 2001 2002 2003 2004 2005 THEREAFTER
Investments(l).............. $63,208 $73,882 $57,129 $ 463 $ 926 $ -- $ - - $4,690
Loans(2).....ccccceeeuenn. 77,420 77,420 74,194 329 2,862 11 2 4 -
Deposits(3)......cccvvenee 45,509 45,509 45,509 -- -- - - --

Debt obligations(4)......... 35,421 28,236 - 7,845 6,445 -- - - 21,131

(1) Investments consist of debt securities andteaicurities, both of which are primarily denoneshin U.S. dollars or Swiss francs.
(2) Loans are denominated in U.S. dollars or Svvesscs.

(3) Deposits consist of cash deposits with MFC Bank

(4) Debt obligations consist of the bonds and ottedat, all of which are denominated in U.S. dollars

AS AT DECEMBER 31, 1999
(IN THOUSANDS)

EXPECTED FUTURE CASH FLOW
CARRYING FAIR e e

VALUE  VALUE 2000 2001 2002 2003 2004 THEREAFTER
Investments(l).............. $59,548 $61,493 $53035 $ - $ - $ -- $361 2 $4846
Loans(2)......cccceeenenn. 75,030 75,030 59,654 - 7,077 8,299 - - -
Deposits(3)......cccvvennee 47,563 47,563 47,563 -- -- -- - - -

Debt obligations(4)......... 30,917 26,828 3,446 - - 7,026 - - 16,356

(1) Investments consist of debt securities andtgaicurities, both of which are primarily denont@dhin U.S. dollars or Swiss francs.

(2) Loans are denominated in U.S. dollars or Svvesscs.



(3) Deposits consist of cash deposits with MFC Bank
(4) Debt obligations consist of the bonds and ottedat, all of which are denominated in U.S. dollars
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EQUITY PRICE RISK

Changes in trading prices of equity securities @fégct the fair value of equity securities or thé f/alue of other securities convertible into
equity securities. An increase in trading pricelb wcrease the fair value and a decrease in topditces will decrease the fair value of equity
securities or instruments convertible into equégwgities. Our financial instruments which may basitive to fluctuations in equity prices are
investments and debt obligations. The followindealprovide information about our exposure to fations in equity prices for the carrying
amount of financial instruments sensitive to suaht@iations as at December 31, 2000 and 1999, cégply, and expected cash flows from
these instruments:

AS AT DECEMBER 31, 2000
(IN THOUSANDS)

EXPECTED FUTURE CASH FLOW
CARRYING FAIR s e

VALUE VALUE 2001 2002 2003 2004 2005 THEREAFTER
Investments(1).............. $39,408 $49,242 $32,149 $ - $ - $ - B - - $7,259
Debt obligations(2)......... 21,131 13,946 - - - - - - 21,131

(1) Investments consist of equity securities.
(2) Debt obligations consist of the bonds which@mavertible into common shares of MFC at a fixede

AS AT DECEMBER 31, 1999
(IN THOUSANDS)

EXPECTED FUTURE CASH FLOW
CARRYING FAIR . e

VALUE  VALUE 2000 2001 2002 2003 2004 THEREAFTER
Investments(1).............. $37,843 $38,614 $31,748 $ - $ - $ - $ - - $6,866
Debt obligations(2)......... 20,445 16,356 -- -- - - - - 16,356

(1) Investments consist of equity securities.
(2) Debt obligations consist of the bonds which@mvertible into common shares of MFC at a fixede
ITEM 12. DESCRIPTION OF SECURITIES OTHER THAN EQUIT Y SECURITIES
Not applicable
PART II
ITEM 13. DEFAULTS, DIVIDEND ARREARAGES AND DELINQUE NCIES
None.
ITEM 14. MATERIAL MODIFICATIONS TO THE RIGHTS OF SE CURITY HOLDERS AND USE OF PROCEEDS
None.
ITEM 15. [RESERVED]
ITEM 16. [RESERVED]
PART IlI

ITEM 17. FINANCIAL STATEMENTS



Not applicable
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ITEM 18. FINANCIAL STATEMENTS
INDEX TO FINANCIAL STATEMENTS AND SCHEDULES
1. Independent Auditors' Report on the Consolid&iedncial Statements of MFC as at December 310,20809 and 1998.
2. Consolidated Balance Sheets at December 31, 2002999 (audited).
3. Consolidated Statements of Income for the yeaded December 31, 2000, 1999 and 1998 (audited).
4. Consolidated Statements of Changes in Shareisblgguity for the years ended December 31, 20999 And 1998 (audited).
5. Consolidated Statements of Cash Flows for tlaesyended December 31, 2000, 1999 and 1998 (audited
6. Notes to Consolidated Financial Statements.
7. Independent Auditors' Report on Financial Statein$chedules.
8. Financial Statement Schedules:
| Condensed Financial Information of Registrant.
[Il Supplementary Insurance Information.
IV Reinsurance.
VI Supplemental Information Concerning Property-s@alty Insurance Operations.
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INDEPENDENT AUDITORS' REPORT

To the Shareholders
MFC Bancorp Ltd.

We have audited the consolidated balance shedi$Gf Bancorp Ltd. and Subsidiaries as at Decembg2@20 and 1999, and the
consolidated statements of income, changes inlsblalers' equity and cash flows for the years erglecember 31, 2000, 1999 and 1998.
These financial statements are the responsibilithie Company's management. Our responsibilitg Esxipress an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with geneaaitepted auditing standards in Canada. Thosda@srequire that we plan and
perform an audit to obtain reasonable assurancéhahthe financial statements are free of mateniaktatement. An audit includes
examining, on a test basis, evidence supportingutheunts and disclosures in the financial statesaét audit also includes assessing the
accounting principles used and significant estimatade by management, as well as evaluating thralbfirancial statement presentation.

In our opinion, these consolidated financial stagata present fairly, in all material respects,fthancial position of the Company as at
December 31, 2000 and 1999, and the results op#sations and its cash flows for the years endszkBiber 31, 2000, 1999 and 1998, in
accordance with generally accepted accounting ipieecin Canada, which differ from United Stateserally accepted accounting principles
as described in Note 16 to the consolidated firsrstatements.

/'s/ PETERSON SULLIVAN P.L.L.C.

March 23, 2001
Seattle, Washington
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MFC BANCORP LTD. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

ASSETS

Cash and cash equivalents
Securities

Property held for development and sale.
Excess cost of net assets acquired.................
Prepaid and other............cccociinninen.

LIABILITIES AND SHAREHOL

Liabilities
DEPOSItS....uviiieiiiiiee e
Accounts payable and accrued expenses............

Total liabilities..........cccooeviveiennins
Minority interests.......cccccceevveeeeeiiniinnnns
Shareholders' Equity

Common stock, without par value;

authorized unlimited number; 12,088,156

and 12,041,156 issued and outstanding

at December 31, 2000 and 1999, respectively....

Cumulative translation adjustment
Retained earnings...........cccooevvveeeennnen.

DECEMBER 31, 2000 AND 1999

(IN THOUSANDS)

U.S.DOLLARS  CANADIAN DOLLARS
(INFORMATION ONLY)  =--rnmemmecmenmens
2000 2000 1999
$45,677  $68,524 $49,567
53,582 80,384 67,808
79,398 119,113 81,728
13,546 20,321 23,589
9,005 13,510 17,007
6,161 9,243 7,840
......... 11,353 17,032 17,851
......... 2,624 3,936 4,717
$221,346  $332,063 $270,107
DERS' EQUITY
......... $42,376  $63,572 $47,563
10,769 16,155 17,854
23,611 35421 30,917
......... 76,756 115,148 96,334
......... 2,520 3,781 2,962
43,420 65,138 65,498
(515) (771) (4,291
99,165 148,767 109,604
142,070 213,134 170,811
$221,346  $332,063 $270,107

The accompanying notes are an integral part oktheasolidated financial statements.
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MFC BANCORP LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2000, 1999 AND 19
(IN THOUSANDS, EXCEPT EARNINGS PER SHARE)

U.S. DOLLARS CANADIAN DOLLARS
(INFORMATION ONLY)

2000 2000 1999 1998
Financial services revenue.............ccccecuu. $104,133 $156,220 $125,526 $123,3
Expenses
Financial services...........ccocceevvivveeenne 59,287 88,942 65,262 68,6
General and administrative 14,127 21,194 19,305 19,3
Interest exXpense.........ccccvveeeeveveeeeennnn. 2,812 4,218 4,867 4,7
76,226 114,354 89,434 92,7
Income from continuing operations before
INCOME tAXES....coiiiiiieeiiiiiiee i 27,907 41,866 36,092 30,5
Recovery of (provision for) income taxes........... (2,126) (1,689) 1,016 (6
26,781 40,177 37,108 29,9
Minority interests.........ocooeveeviiiieeennines (676) (1,014) (780) 3
Income from continuing operations.................. 26,105 39,163 36,328 30,2
Discontinued operations
Loss from operations of discontinued internet
banking.......ccccovviiiis -- - (4,234)
Loss from disposal of internet banking
OPErationS.........ceeeviveeeeiiniieeeennns -- - (705)
Loss from discontinued operations................ -- - (4,939)
Net inCOmMe.......coovviiiiiiiiiiiieee $ 26,105 $39,163 $31,389 $30,2
Earnings per share
Basic
Income from continuing operations.............. $ 2.16 $ 324 $ 3.00 $ 2
Loss from discontinued operations.............. -- -- (.42)
Net inComMe.......ccoovriiiiiiiiiiieee $ 2.16 $ 324 $ 259 $ 2.
Fully diluted
Income from continuing operations.............. $ 1.85 $ 278 $ 260 $ 2.
Loss from discontinued operations -- - (:32)
Net inCome........ccovevvecieeireieenens $ 1.85 $ 278 $ 228 $ 2.

The accompanying notes are an integral part oktheasolidated financial statements.



MFC BANCORP LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2000, 1999 AND 19

(CANADIAN DOLLARS, IN THOUSANDS)

NUM

S
Balance at December 31, 1997.................. 12,
Net iNnCOMe........occvvevevriieieciiee
Shares issued for conversion of bonds.........
Shares issued for exercise of stock options...
Shares issued for cash
Repurchase of shares...........cccccvveveen (
Dividends paid on common shares...............
Translation adjustment...............c........

Balance at December 31, 1998.................. 12,
Net inComMe........occvvvevevrciiieeiee.

Shares issued for exercise of stock options...
Shares issued for cash

Repurchase of shares......

Translation adjustment

Balance at December 31, 1999.................. 12,
Net inCoOmMe.......coccvvvvevriieieein,

Shares issued for exercise of stock options...
Shares issued for cash.............c.........
Repurchase of shares...........ccccceeee (
Translation adjustment........................

Balance at December 31, 2000..

COMMON STOCK

------------------ CUMULATIVE

BER OF RETAINED TRANSLATION

HARES AMOUNT EARNINGS ADJUSTMENT TOTA

323,250 $70,368 $48,349 $ 1,439 $120,

— -~ 30235 ~ 30,
1,946 40 - -
218,500 2,275 - —- 2
12,927 129 - -
500,000) (7,106) - - @
- - (369) - (
- - -~ 9036 9,
056,623 65,706 78,215 10,475 154,
— -~ 31,389 ~- 31,
8,000 70 - -
2,533 26 - -

(26,000)  (304) - - (

041,156 65,498 109,604 (4,291) 170,

- -~ 39163 ~ 39,
47,000 436 - -
500,000 5,230 - ~ 5
500,000) (6,026) - NG
- - —~ 3520 3,

088,156 $65,138 $148,767 $ (771) $213,

The accompanying notes are an integral part oktheasolidated financial statements.
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MFC BANCORP LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2000, 1999 AND 19
(CANADIAN DOLLARS, IN THOUSANDS)

2000 1999 1998

Cash flows from continuing operating activities
Income from continuing operations................
Adjustments for:

......... $39,163 $36,328 $ 30,235

Amortization........ccoccoeeeiiiiiiieiieee 2,041 2,361 1,906
Recovery of credit losses........ccoccveeeeee. L -- (553) (1,527)
Fee income received in common shares of an affi liate.... - (3,169 --
Gainondebt.....ccccooviiiiiiiiiiieeeeeee - - (8,113)

Change in operating assets and liabilities

Due from investment dealers...........ccc.... .. 3,668 (11,052) (7,805)

SECUMLIES...ceevveiiecie e (12,209) 6,730 2,096
Receivables........ccoooviiivccvenee Ll (3,481) 1,668 (4,275)
Properties held for development and sale..... ... (1,232) 28 1,124
Accounts payable and accrued expenses........ ... 2,064 (951) (14,052)
Other. oo 739 (1,449) (541)
Cash flows from continuing operating activities.... ... 30,753 29,941 (952)
Cash flows from investing activities of continuing
operations
Netincrease inloans.........cccoeeeeevvceeeee. L. (31,661) (34,659) (169)
Purchases of subsidiaries, net of cash acquired.. =~ ... - (738) (742
Other. oo 430 (331) (702)
Cash flows from investing activities of continuing
OPEratioNS.....ccceevviiiieeeeiiiiee e (31,231) (35,728) (1,613)
Cash flows from financing activities of continuing
operations
Net increase (decrease) in deposits............... .. 13,282 34,332 (10,123)
Debtrepayments........cccoovveviiiceeennees (4,089) (8,199) (5,064)
BOMOWINGS. ..vviiiiiiiiiieeeeeee e 8,135 969 15,415

Repurchase of common shares, net.................

......... (360) (208) (4,703)
Dividends paid

......... - ~  (369)
......... (111)  (66)  (41)

Cash flows from financing activities of continuing

OPEratioNS.....ccccveviiiiieeeeiiiie e 16,857 26,828 (4,885)
Exchange rate effect on cash and cash equivalents.. ... 2,578 (7,064) 4,099
Increase (decrease) in cash and cash equivalents fr om

continuing operations.........coccceeeeevvccees L 18,957 13,977 (3,351)
Net cash used in discontinued operations........... ... - (3,281) -

Increase (decrease) in cash and cash equivalents... ... 18,957 10,696 (3,351)
Cash and cash equivalents, beginning of year....... ... 49,567 38,871 42,222

Cash and cash equivalents, end of year............. ... $ 68,524 $ 49,567 $38,871

The accompanying notes are an integral part oktheasolidated financial statements.

36



MFC BANCORP LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1. THE COMPANY AND SUMMARY OF SIGNIFICANT ACCO UNTING POLICIES

The consolidated financial statements and accompgmptes have been prepared in conformity withegally accepted accounting princig
applicable in Canada. The notes are stated in Gamddllars, as rounded to the nearest thousarodfeyer share amounts).

NATURE OF OPERATIONS

The Company is in the financial services industhjal includes banking, merchant banking and praégrnyeinvesting on an international
basis. These activities are managed as a unitrerteated as a single segment.

BASIS OF CONSOLIDATION

The consolidated financial statements include to®ants of the Company and its subsidiaries. Agthgicant intercompany accounts and
transactions of continuing operations have beenietited.

The excess cost of net assets acquired over filaie v@amortized on the straight-line method oherdstimated benefit period of 15 to 40
years unless a writedown is required to reflecbttner than temporary decline in value. Howeverymitedowns of excess cost have b
deemed necessary on any of the Company's acqosshi@sed on management's review of the relateddrsss, taking into account
associated risks.

DISCONTINUED OPERATION

During the first quarter of 2000, the Company deditb discontinue its internet banking operatidigs activity allowed customers to use
internet to initiate transactions at the CompaByiéss banking subsidiary. Since this operation befjaing 1999, restatement of the prior
year's operations was not necess

The discontinued internet banking activity had erges of $4,251 and net losses from operations,@884n 1999, its only period of
operation. All of the net assets of the internetiireg activity amounting to $705 were written off af December 31, 1999. There was no
income tax effect.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include highly liquicestments with original maturities of three monthgess and are generally interest bearing.
The Company regularly maintains cash balanceshierdinancial institutions in excess of insureditgninterest paid on a cash basis was
$4,990, $5,449 and $3,433 for the years ended Deee81, 2000, 1999 and 1998, respectively. Incaramounts paid were $81, $27 and
$377 during 2000, 1999 and 1998, respectively.

SECURITIES

Trading account securities, held by the Compargfkimg subsidiary, are stated at current marketevalith the unrealized gain or loss
included in the results of operations. Short-teetusities held by non-bank subsidiaries are caatdtie lower of aggregate cost or current
market value.

Long-term investment securities held by non-bariisiliaries are purchased with the original intemtio hold the securities to maturity or
until market conditions render alternative investtsamore attractive. Equity securities are statambst and debt securities at amortized cost
unless there has been an other than temporarndenalivalue, at which time the security is writttown and the unrealized loss is included in
the results of operations.

Realized gains or losses on sales of securitiedetegmined based on the specific cost basis.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
NOTE 1. THE COMPANY AND SUMMARY OF SIGNIFICANT ACCO UNTING POLICIES (CONTINUED)
LOANS
Loans are stated net of allowances for credit ksaecrued interest, reimbursable expenses andartized loan fees.

Loans are classified as impaired when there i®ngdr reasonable assurance of the timely collectigarincipal and interest. Whenever a
contractual payment is 90 days past due, loanawmnatically classified as impaired unless theyfally secured and in the process of
collection. When a loan is deemed impaired, itsy@iag amount is reduced to its estimated realizabd®unt, measured by discounting the
expected future cash flows at the effective intera&® in the loan or, as a practical expediergetdan a loan's observable market price or the
fair value of collateral if the loan is collated#pendent. In subsequent periods, any increabe icatrrying value of the loan is credited to the
provision for credit losses. Impaired loans aranatd to performing status when there is no lomgasonable doubt regarding timely
collection of principal and interest, all amoumsarrears including interest have been collected,al charges for loan impairment have been
reversed. Where a portion of a loan is writtenaofl the remaining balance is restructured, thelnawis carried on the accrual basis when
there is no longer any reasonable doubt regardiitgatibility of principal and interest, and paynteare not 90 days past due. Collateral is
obtained for loans (and other receivables) if, bamean evaluation of credit-worthiness, it is ¢dased necessary for the overall borrowing
facility.

Assets acquired in satisfaction of loans are resmbat the lesser of their fair value at the datieasfsfer or the carrying value of the loan. Any
excess of the carrying value of the loan over #ievialue of the assets acquired is written offef@ging results and gains and losses on
disposal of such assets are treated as write-nffsecoveries.

Interest income from loans is recognized when ehuséng the interest method unless the loan isifled as impaired at which time
recognition of interest income ceases. Interesimpaired loans is credited to the carrying valu¢ghefloan when received. Fees relating to
lending activities, net of related expenses, aferdsd and recognized over the term of the loanguie interest method.

ALLOWANCE FOR CREDIT LOSSES

The Company's allowance for credit losses is tmhgtained at an amount considered adequate toabstimated creditelated losses. Su
allowance reflects management's best estimateedbises in the Company's credit portfolio and egts about economic conditions.
Estimates and judgments could change in the neax-tnd could result in a significant change te@gnized allowance. Credit losses arise
primarily from loans but may also relate to othexdit instruments such as guarantees and lettenedit. An allowance for credit losses may
be increased by provisions which are charged tonrecand reduced by write-offs net of any recoveries

Specific provisions are established on a loarday basis. A general provision may be establisbexbsorb potential credit losses attribute
to the deterioration of credit quality on aggregatposures for which specific provisions cannothgtetermined. A country risk provision
may be made based on exposures in less developatties and on management's overall assessmem ahtlerlying economic conditions
in those countries. Write-offs are generally reeardfter all reasonable restructuring or collectiotivities have taken place and there is no
realistic prospect of recovery.

No loans were considered impaired at December @) 2nd 1999, and the Company did not considexdéssary to reserve for any spec
loans, country risks or general risks.

DERIVATIVES

During 2000 and 1999, the Company's banking sudrsidocated in Switzerland used forward foreignhaxge contracts to hedge contrac
U.S. and Canadian revenues or expenses. Realiresiagdosses are deferred

38



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
NOTE 1. THE COMPANY AND SUMMARY OF SIGNIFICANT ACCO UNTING POLICIES (CONTINUED)

and amortized to income over the life of the hedagskts or liabilities. The banking subsidiary hblge contracts at December 31, 2000, in a
notational amount of $21,114 and three contracBeaember 31, 1999, in a notational amount of $8,F2ir value approximated

replacement value at December 31, 2000 and 199% WNbthe forward foreign exchange contracts ale foe trading purposes and are less
than one month in duration.

PROPERTY HELD FOR DEVELOPMENT AND SALE

Property held for development and sale consistealfestate which is stated at cost unless thmat&d future undiscounted cash flows
expected to result from disposition is less thamyiigg value in which case a loss is recognizedtam the fair value of similar property in
the same geographic region. No such losses haverbeerded in these consolidated financial statésnen

Cost of the property consists of all costs direnthated to the acquisition, construction and dgwelent of the property. Such costs include
land, roads, utilities, real estate taxes and ésterelated to the purchase and improvement ofdatitlit reaches a salable condition.

FOREIGN CURRENCY TRANSLATION

The Company translates foreign assets and liagslif its self-sustaining foreign subsidiarieshatate of exchange at the balance sheet date
Revenues and expenses have been translated aethgearate of exchange throughout the year. Ureshjains or losses from these
conversions are included in the equity sectiorheflialance sheet. Realized gains or losses hawdrieded in general and administrative
expenses in the statements of income. The tramslatjustments did not recognize the effect of imedax because the Company expects to
reinvest the amounts indefinitely.

TAXES ON INCOME

Beginning January 1, 2000, the Company adoptetiabitity method of accounting for income taxesraguired by Section 3465 of the
Handbook of the Canadian Institute of Charteredoiatants. Under this method, current income taresexognized for the estimated
income taxes payable for the current year. Futuzeme tax assets and liabilities are recognizetefoporary differences between the tax
accounting bases of assets and liabilities asagdibr the benefit of losses to be carried forvtarfliture years for tax purposes that are likely
to be realized using expected tax rates in whiehtdéimporary differences are expected to be recdvarsettled. Prior to January 1, 2000, the
Company used the deferral method to account fanmctaxes. The Company retroactively adopted #iglily method but has not restated
prior period financial statements as allowed unterstandard. However, there was no effect on @@ #inancial statements due to the
retroactive adoption of the new accounting policy.

STOCK BASED COMPENSATION

The Company follows the intrinsic value based meéthbaccounting for compensation resulting from gh@nting of stock options. No
compensation expense has been recognized foradhérgy of options because the exercise price obfiwns approximates the market price
for the common shares at the grant date.

EARNINGS PER COMMON SHARE

Basic earnings per common share is computed bgidiyincome available to common shareholders byuhighted average number of
common shares outstanding in the period. Fullytélidiearnings per common share takes into consider@mmon shares outstanding
(computed under basic earnings per share) and fdtglilutive common shares.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
NOTE 1. THE COMPANY AND SUMMARY OF SIGNIFICANT ACCO UNTING POLICIES (CONTINUED)
ESTIMATES

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdassats and liabilities and disclosure of contihgssets and liabilities at the date of the
financial statements and the reported amountsvefmges and expenses during the reporting periodiahcesults could differ from those
estimates.

NEW ACCOUNTING STANDARD

During 2000, the Canadian Institute of Charteredddmtants adopted accounting recommendation Se8%i08, "Earnings Per Share."
Section 3500 specifies the method of calculaticththie presentation and disclosure requirementsgmings per share. This standard is
effective for years beginning on or after Janugrg0D1. All prior period earnings per share infofiora presented are to be restated to
conform with this standard.

NOTE 2. SECURITIES

UNREAL IZED GAINS AND LOSSES ON NON-BANK SECURITIES
2000 1999
GROSS GR 0SS ESTIMATED GROSS GROS S ESTIMATED
CARRYING UNREALIZED UNRE ALIZED MARKET CARRYING UNREALIZED UNREAL IZED MARKET
VALUE GAINS LO SSES VALUE VALUE GAINS LOSS ES VALUE
Short-term securities
Debt............... $10,701 $ -- $ 321 $10,380 $11,591 $ -- $1 74 $11,417
Preferred shares... 1,500 -- 55 1,445 7,232 -- 1 53 7,079
Common shares...... 20,099 10,183 -- 30,282 7,167 3,905 -- 11,072
32,300 10,183 376 42,107 25,990 3,905 3 27 29,568
Long-term securities
Debt.......ccue. - - - 3,317 295 - 3,612
Preferred shares... 1,671 -- -- 1,671 1,671 -- -- 1,671
Common shares...... 5,588 -- 294 5,294 8,176 -- 2,9 81 5,195
7,259 - 294 6,965 13,164 295 2,9 81 10,478
Total non-bank
securities....... $39,559  $10,183 $ 670 $49,072 $39,154  $4,200 $3,3 08  $40,046

Bank trading securities at December 31, 2000, stediof debt securities amounting to $30,275 amihegecurities of $10,550. The debt
securities are due $17,032 in 2001, $1,767 in 280871 in 2003, $4,745 in 2004 and $4,860 in 2@8@®ecember 31, 1999, debt trading
securities at the bank amounted to $15,057 whiale wee principally in one year and equity secwsiti€$13,597. The change in carrying
value of bank trading securities amounting to $(4)3$912 and $2,023 for the years ended Decenthe20®0, 1999 and 1998, respectively,
was included in the results of operations. At Delgen81, 2000 and 1999, bank trading account séesiiitcluded common shares of an
affiliate which were stated at an estimated valu®7@8 and $736, respectively. Common shares sfdfiiliate which cost $2,540 were sold
for $7,487 (inclusive of $6,782 from other affiks) during 1999. At December 31, 2000, non-banlritées included preferred shares in an
affiliate stated at cost of $1,671 and at Decen3fie1 999, in two affiliates stated at cost of $B,40ecause no market exists for the shares.
Also, at December 31, 2000, non-bank securitiesiel common shares in an affiliate with a costhB92.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

NOTE 3. LOANS

2000 1999

Bank loans, collateralized with traded securities..
Non-bank loans, collateralized by traded securities

receivables, inventories and other tangible asset s (due
from two companies $32,950 and $23,493 at Decembe r 31,
2000 and 1999, respectively)......ccccovcvveeeee. L 64,255 37,395

$119,113 $81,728

Loan maturities:

WITHIN 1 YEAR 1-5YEARS 2000 TOTAL

Bank l0ans........ccccuvveeeveeeeeeeiisiniiines
Non-bank 10ans.......c.ccccccevvviiiciiiiiiieens

......... $ 54,259 $ 599 $ 54,858
......... 61,628 2,627 64,255

$115,887 $3,226 $119,113

The non-bank loans generally earn interest ranfyorg 6% to 12.5% as of December 31, 2000. Bankdamnerally earn interest ranging
from 3.375% to 11.5% as of December 31, 2000.

NOTE 4. RECEIVABLES

2000 1999

Short-term advances.......ccccoeevvevvveeevceeeeees $1,413 $8,362

Investment iNCOMe..........coovevecvvvveveeeeees 8,859 3,741
AffillateS. ... 800 1,744
TAXES oot ——— - 5,614
Pension plan recovery.......c.cooovvcvvvveeeeees 1,575 1,575
FEES oo, 1,135 -
Contract receivable..........cccoovvveveeeeee. L 5,222 677
L1 T 1,317 1,876
$20,321 $23,589
NOTE 5. DEPOSITS
2000 1999
ClENtS.cooeiieeiiee e $62,783 $47,013
BanKS....ooooiiii e 789 550

$63,572 $47,563

All deposits at December 31, 2000, were payabldemand and non-interest bearing.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

NOTE 6. ACCOUNTS PAYABLE AND ACCRUED EXPENSES

2000 1999
Accounts payable..........cccoevvveivneeiieeees $7,025 $9,470
Affiliates................. Y 5,448 -
Interest.........vvcviiiiieennnns P 1,015 1,286
Property and other taxes...........cccevvveveeeeee. . 1,664 2,226
Due securities brokers.......ccococcveveveeeee. 296 4,816
Other. i 707 56

NOTE 7. DEBT
2000 1999

Bonds payable, U.S. $14,085 and U.S. $14,165 as at

December 31, 2000 and 1999, respectively, interes t at 8%

due semi-annually in October and April, principal due

April 2008, unsecured. Convertible into common st ock of

the Company at $19.83 (1,047,542 common shares re served at

December 31, 2000)......cccccemmveesiiaaicaeee $21,131 $20,445
Non-recourse notes payable, interest at 8% payable annually,

principal due May 2003, unsecured........cccc.... L. 6,445 7,026
Note payable, interest at 8.25%, interest payable q uarterly,

principal due January 2002, unsecured............. ... 7,845 -
Non-recourse notes payable, interest at 15% due mon thly,

principal due June 2000, secured by property held for
Sl - 3,446

$35,421 $30,917

As of December 31, 2000, the principal maturitiedebt are as follows:

MATURITY AMOUNT

The note payable of $7,845 at December 31, 2000,as affiliate where the Company's presidentss the president and director of the
creditor. The Company also earned a fee of $1,ddrh this affiliate.

NOTE 8. INCOME TAXES
Income before income taxes, minority interests disdontinued operations consists of:

2000 1999 1998

Canadian.......ccccovvveviveciieeiiee s $5739 $7,294 $2,495
[0 1= T 36,127 28,798 28,033

$41,866 $36,092 $30,528
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
NOTE 8. INCOME TAXES (CONTINUED)

The recovery of (provision for) income taxes cotssef the following:

2000 1999 1998

Current

Canadian.......ccccvvvevvieeiee e $ 40 $293 $ 7
FOreign. v (401) (314) (364)
Deferred

Canadian.....cccccoovvvieiiiiiiiee e 4 204  (265)
FOreign. e (1,332) 833 -

$(1,689) $1,016 $(622)

A reconciliation of the provision for income taxesculated at applicable statutory rates in Catadlae provision in the consolidated
statements of income is as follows:

2000 1999 1998

Income before income taxes and minority interests a nd
discontinued operations........ccccccoceeveeeeee L $41,866 $36,092 $ 30,528
Computed provision for income taxes at statutory ra tes...... $(18,756) $(16,169) $(13,688)
(Increase) decrease in taxes resulting from:
Nontaxable dividend income..........ccooeeeeeee. Ll 2,421 2,421 2,421
Foreign source income.........ccooevevvccvveeee L 16,193 12,901 12,570
Other, Net....ccoovviiiiiiieeeieeee (1,547) 1,863 (1,925)
Recovery of (provision for) income taxes........... ... $(1,689) $ 1,016 $ (622)

The tax effect of temporary differences that gige to significant components of future tax asaef8ecember 31, 2000, are as follows:

Non-capital tax loss carryforwards:

Management believes that, due to the nature opisations, the Company's available tax loss camnmdgrds may not be utilized prior to their
expiration dates. Therefore, the resulting tax Behas been fully reserved at December 31, 2000.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

NOTE 8. INCOME TAXES (CONTINUED)

At December 31, 2000, the Company had estimateghawlated noncapital losses which expire as follows:

YEAR CANADA U.S. SWITZERLAND
2001 ., $ 4 % - $ -

2002.....cciiiiiii e 3,098 --

2003, . 2,353 - 3,240
2004, 802 -- 11,295

2005 .. - - --

2006......ccoiiiiiiiii -

2010-2019.....ccoiiiiiiiiiiii e 15,428 -

$6,257 $15,428  $14,535

NOTE 9. EARNINGS PER COMMON SHARE
Earnings per share data for years ended DecemifenrBIcontinuing operations is summarized as folow

2000 1999 1998

Income from continuing operations..........cc..... . ... $ 39,163 $ 36,328 $ 30,235
Less dividend paid on preferred shares held by subs idiary's
minority shareholders............ooecvvvvceeeee. L (79) (117) (119)

Basic earnings from continuing operations......... . ... 39,084 36,211 30,116
Effect of dilutive securities:
Interest on convertible bonds...........ccooee.. L 1,599 1,708 1,405

Interest on optioNS......ccccvvvvveveveneneees L 1,654 1,742 1,351

Diluted earnings from continuing operations....... ... $ 42,337 $ 39,661 $ 32,872

SHARES

2000 1999 1998

Basic earnings per share, weighted number of shares
outstanding.......ccceevveeiiieiiie e 12,054,898 12,058,370 12,169,470
Effect of dilutive securities:
Convertible bonds..........cccoveveiiiinnenne
OPLIONS...cviiiiiiieeeeeee s

......... 1,047,542 1,055,333 1,147,970
......... 2,121,192 2,131,589 1,595,829

15,223,632 15,245,292 14,913,269

NOTE 10. STOCK BASED COMPENSATION

1996 STOCK OPTION PLAN

During 1996, the Company issued options to emplewee directors to acquire 900,000 common sharstok at $9.41 which vested upon
grant and have a five-year term. The weightedvalue of these options was $1.92. There were 900p@ions outstanding at December 31,
2000, 1999 and 1998, under this plan. No additiopéibns to acquire shares will be offered under piten.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
NOTE 10. STOCK BASED COMPENSATION (CONTINUED)
1997 AMENDED STOCK OPTION PLAN

The Company has a 1997 stock option plan whichleesatertain employees and directors to acquire comshares. Under the plan, options
vest on grant and have a five-year term. The Commauthorized to issue up to 1,737,500 sharesmhis plan.

During 2000, options to acquire 30,000 shares at3land 100,000 shares at $10.50 were grantefiders and employees of the Company.
At December 31, 2000, 130,000 of these shares ewgstanding and have a remaining contractual fi#®. 25 years. The weighted fair value
of these options was $3.34.

During 1998, options to acquire 750,000 share®&@hwere granted to officers and employees othvmpany. At December 31, 2000,
620,000 of these options were outstanding and aaeenaining contractual life of 2.75 years. Theghiged fair value of these options was
$2.11.

During 1997, options to acquire 742,500 shared 4119 were granted to officers and employees oCivapany. At December 31, 2000,
464,000 of these options were outstanding and aaeenaining contractual life of 1.5 years. The V&g fair value of these options was
$2.59.

Following is a summary of the status of the plan:

WEIGHTED
NUMBER OF  AVERAGE
SHARES EXERCISE PRICE

Outstanding at January 1, 1998........cccccceeeeeee. L. 732,500 $10.36
Granted.........cccoocveiiieennns e 750,000 9.26
0= o 1= (218,500) 10.41

Outstanding at December 31, 1998........ccccceeeee. L. 1,264,000 9.96
Forfeited......ccooeeiiiiicceeeeeeee (125,000) (9.87)
EXErCiSed...oovvviiiiiiiiieiieeeeeeeee (8,000) (8.70)

Outstanding at December 31, 1999........ccccceeeee. L. 1,131,000 9.98
Granted.......ccoovvvvininiiiieieeeeeee 130,000 11.15
EXErCised...ooviiiiiiiiiiiiiiiieeeeeee (47,000) (9.38)

Outstanding at December 31, 2000.........cccceeeee. e 1,214,000 $10.12

PROFORMA INFORMATION

Had compensation expense been recognized on tleedbdisir value of the options granted under balms, proforma net income and per
share data would have been as follows compardtetarnounts reported:

2000 1999 1998

Net income

N =Y o Lo T (=Y O OPPR $39,163 $31,389 $30,235
Proforma....cccccovviiiiiiiiiiciiieeeeeee $38,946 $30,605 $28,483
Earnings per share--as reported

BaSIC..coiiiiiiii et $ 324 $259 $ 248
Fully diluted.......coooveviiiiiiiieeeees $ 278 $228 $ 220
Earnings per share--proforma

BaSIC..coiiiiiii et $ 322 $254 $ 233
Fully diluted.......coooveviiiiiiiiieeee $ 277 $223 $ 209
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
NOTE 10. STOCK BASED COMPENSATION (CONTINUED)

The fair value of each option granted was estiméieg@roforma purposes on the grant date usin@thek-Scholes Model. The assumptions
used in calculating fair value are as follows:

2000 1999 1998

Risk-free interestrate......cccccoovvveeeevceeeee Ll 7.0% 6.0% 6.0%
Expected life of the options.......ccccccevveeeeee. L 2years 2years 2years
Expected volatility............ccoovevccvveeee. 42.65% 57.91% 57.91%
Expected dividend yield.........ccccccceeeeeeee. L 0.0% 0.0% 0.0%

NOTE 11. COMMITMENTS AND CONTINGENCIES
LEASES

Future minimum commitments under long-term non-etatile leases are as follows for the next five year

YEAR AMOUNT

Rent expense was $548, $586 and $1,373 for the pealed December 31, 2000, 1999 and 1998, resgplgctiv
GUARANTEES AND LETTERS OF CREDIT

The Bank issues guarantees and letters of credietet credit requirements of its customers. Theumtsy which are collateralized, are not
included in the consolidated financial stateme@isarantees amounted to $9,561 and $3,612 at Dec&hp2000 and 1999, respectively.

LITIGATION

The Company and its subsidiaries are subjectitatibn in the normal course of business. Managemeamsiders the aggregate liability wh
may result from such litigation not material at Beder 31, 2000.

REGULATIONS

The Company's whollpwned banking subsidiary's offices are locatedém&va and Zurich, Switzerland and has no subsidiafihe bankin
subsidiary is subject to the rules and regulatmfrtte Swiss Federal Banking Commission. Thesela¢igns require legal reserves of equity
capital amounting to $5,647 to be maintained d3exfember 31, 2000.

NOTE 12. INTEREST RATE SENSITIVITY POSITION

Management has analyzed the bank subsidiary'estteate sensitivity position at December 31, 2@#tause of the current nature (over
90% of assets and liabilities and bfilance sheet positions are due within three mpotitie bank subsidiary's position, the total iagt rate
gap is not significant at December 31, 2000, assgmo interest rate hedging is undertaken ovenéx¢ twelve months.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
NOTE 13. SEGMENTED INFORMATION

The following table presents revenues attribute@daoada, the Company's country of domicile, androgleographic areas based upon the
customer's location:

2000 1999 1998

Canada......cccevviiiiiiiie e $10,459 $17,851 $ 31,392
Western EUrope......ccocveeveeevevieieeiaiaeeeeeee 136,671 88,075 88,237
United States........ccccocvvvvvveiiiiniiieee. 9,090 19,600 3,681

$156,220 $125,526 $123,310

The following table presents total assets by gquigcaarea based upon the location of the assets:

2000 1999 1998

Canada.....cocevvieeiie e $ 62,200 $57,244 $79,775
Western EUrope.....cccccveeeeeeveveeeeeieieeaeeeee 231,508 170,849 114,954
United States.......ccovvvevvicveciiieeeee 38,355 42,014 43,380

$332,063 $270,107 $238,109

During 2000, one client represented approximat&kp bf financial services revenues.
NOTE 14. TRANSACTIONS WITH AFFILIATES

The Company is the lessee of an iron ore mine éacat Canada. Neither the Company nor any of fiseés operate the mine. Instead, the
mine is operated by an independent party who payalties based on the amount of ore it extract® filoe mine. The royalties are paid to a
19% owned affiliate which acquired the rights te thyalties during a prior year in exchange forfgnmred shares which provide for a variable
annual dividend rate. The amount of preferred énis earned amounted to $5,400 each for 2000, dr899998. During 2000, 1999 and
1998, the Company earned management fees of $848,&hd $2,328, respectively, from the affiliatteTCompany had a payable to the
affiliate of $4,347 and $1,734 at December 31, 2888 1999, respectively, which will be paid in ttemal course.

Revenue for 1999 and 1998 includes $1,114 and $2r@6pectively, from an entity where the Compapsesident was a board member. The
amount due from this entity was $7,077 at Decer3thed 999.

NOTE 15. FAIR VALUE OF FINANCIAL INSTRUMENTS
The fair value of other financial instruments acBeber 31 is summarized as follows:

2000 1999

CARRYING FAIR CARRYING FAIR
AMOUNT VALUE AMOUNT VALUE

Cash and cash equivalents........cc.cccoceeeeeeee. L $68,524 $68,524 $49,567 $ 49,567
LOANS ittt 119,113 119,113 81,728 81,728
[ =T o Yo L] £ 63,572 63,572 47,563 47,563
Debt. 35,421 28,236 30,917 26,828

The fair value of cash and cash equivalents iscbaseeported market value. The fair value of loarsased on the value of similar loans.
The fair value of deposits approximates their dagyalue as they are all due on demand. The &irevof debt was determined using
discounted cash flows at prevailing market ratelsased on reported market value for the Companysiqly traded debt.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
NOTE 16. UNITED STATES GENERALLY ACCEPTED ACCOUNTIN G PRINCIPLES

The Company's consolidated financial statements baen prepared in accordance with generally aedegmicounting principles (GAAP) in
Canada, which conform in all material respects wittse in the United States (U.S.), except asostt below:

DECEMBER 31

RECONCILIATION OF NET INCOME 2000 1999 1998
Income from continuing operations in accordance wit h

Canadian GAAP.............. - $39,163 $36,328 $30,235
Consolidation of investee.......c.ccccveeevveeeee L - (510)  (193)
Equity accounting for an investee................... ... (440) - -
Gainondebt.....cccoooevviiiiiiiii - - (8,113)
Adjustment of gain on sale of shares in investee... ... - 3,225 -
Change in unrealized gain on trading securities, ne | FHUPT 6,914 1,270 2,635
Deferred income tax provision........c.cccceeeeeee. L. - - (755)
Income from continuing operations........cccccee... ... 45,637 40,313 23,809
Loss from discontinued operations........c.c....... . ... - (4,939) -
Income before extraordinary item.......ccccoceee... L. 45,637 35,374 23,809
Extraordinary item, gain on extinguishment ofdebt. ... - - 8,113
Net income in accordance with U.S. GAAP........... . ... $45,637 $35,374 $31,922
Basic earnings per common share U.S. GAAP

Income from continuing operations................ . ... $ 378 $ 333 $ 195

Loss from discontinued operations........ccc..... . ... - (.41) -

Extraordinary iteM.....ccccccceveveeeeeveineneees - - .67

$ 378 $ 292 $ 262

Diluted earnings per common share U.S. GAAP

Income from continuing operations................ ... $ 351 $312 $ 1.83
Loss from discontinued operations.......ccccc.... . .. - (.37) --
Extraordinary item......ccocccovvvveeennceeeee. - - .59

$ 351 $ 275 $ 242

Under Canadian GAAP, fully diluted earnings perrsha calculated by adjusting net income availableommon shareholders for imputed
earnings on funds which would have been receiveith@exercise of options. U.S. GAAP requires theeafghe treasury stock method,
whereby diluted earnings per share are calculaetiogptions were exercised at the beginning ofyis& and funds received were used to
purchase the Company's own stock.

2000 1999 1998

Retained earnings in accordance with U.S. GAAP..... ... $153,478 $107,841 $72,467
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
NOTE 16. UNITED STATES GENERALLY ACCEPTED ACCOUNTIN G PRINCIPLES (CONTINUED)
COMPREHENSIVE INCOME

2000 1999 1998

Net income in accordance with U.S. GAAP............ ... $45,637 $35,374 $31,922
Other comprehensive income, net of tax
Foreign currency translation adjustment.......... . ... 3,520 (14,766) 9,036
Unrealized holding gain (loss) on available-for-s ale
securities arising during the period........... ... 2,435  (1,008) (1,678)
Other comprehensive income (10SS)......cccceveeee. L 5,955 (15,774) 7,358
Comprehensive inCOMe.......ccccveveeviieenceee $51,592 $19,600 $39,280

The change in accumulated other comprehensive iaésms follows:

ACCUMULATED OTHER
COMPREHENSIVE INCOME

FOREIGN

CURRENCY UNREALIZED
TRANSLATION LOSS ON
ADJUSTMENT SECURITIES TOTAL

Balance at January 1,1998......ccccccoeevceeeeee $1,439 $ - $1,439
Change in other comprehensive income (loss)........ ... 9,036 (1,678) 7,358
Balance at December 31, 1998..........ccccccceeeeee. L 10,475 (1,678) 8,797
Change in other comprehensive loss................. ... (14,766)  (1,008) (15,774)
Balance at December 31, 1999.......cccccceveveee. L (4,291) (2,686) (6,977)
Change in other comprehensive income.............. . ... 3,520 2,435 5,955
Balance at December 31, 2000........ccccoceeveeeeee . $ (771) $(251) $(1,022)

CONSOLIDATION

The results of 1999 and 1998 operations of anyeintitvhich the Company has a temporary investmentequired to be consolidated under
U.S. GAAP. "Consolidation of investee" in the abogeonciliation gives effect to this requirementDecember 1999, the Company dispc
of a substantial portion of this investment whiekulted in the Company's ownership being less 2086 at December 31, 1999.

SECURITIES

U.S. GAAP requires that certain investments bestfiasl into available-for-sale or trading secustigategories and be stated at their fair
values. Any unrealized holding gains or lossed@iee reported as a component of comprehensiveniacontil realized for available-for-sale
securities, and included in earnings for tradincusigies.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
NOTE 16. UNITED STATES GENERALLY ACCEPTED ACCOUNTIN G PRINCIPLES (CONTINUED)
Non-bank securities included trading securities atWalue and are summarized as follows:

DECEMBER 31

2000 1999
Debt SECUNtieS......ccovvvvveeiieeiieecceeeee $10,380 $11,417
Preferred shares............cccovvvvvvvvveeeeee. 1,445 7,079
Common shares.........cccoovvvvvcivvveeieneeeees 25,349 8,389

$37,174 $26,885

The change in unrealized gain in trading securiescluded in the income reconciliation above.

The non-bank available-for-sale securities cortdfisommon shares, preferred shares and debt Sespydhd the bank available-for-sale
securities consist of debt securities. At Decen®ier2000, securities in two companies represerfiétl gf the total available-for-sale
securities and 84% was represented by five compatiBecember 31, 1999. The proceeds from theof#iese securities amounted to
$6,603, $1,080 and $966, which resulted in realgagds (losses) of $(364), $96 and $(738) during020999 and 1998, respectively. The
cost of these securities was $8,700, $13,164 aj82$8vhich resulted in unrealized losses in accatedl other comprehensive income of
$(251), $(2,686) and $(1,678) at December 31, 20999 and 1998, respectively.

INCOME TAXES
No tax is provided for the extraordinary item ir@8%ecause of the utilization of tax net operatosges
SUPPLEMENTAL DISCLOSURES WITH RESPECT TO STATEMENTS OF CASH FLOWS

During 2000, the Company exchanged 402,500 of pexfeshares of an affiliate for $1,779 in cash 2/597,060 common shares of that
affiliate. The Company received collateral in tkéirguishment of a receivable in the amount $2,#00999. During 1998, $30,747 in bonds
payable of a subsidiary were exchanged for Compamys.

NEW UNITED STATES ACCOUNTING STANDARDS

Statement of Financial Accounting Standard No. 18¢counting for Derivative Instruments and Hedgifctivities--Deferral of the
Effective Date of FASB Statement No. 133," defées ¢ffective date of FASB No. 133 (as amended hgrikiial Accounting Standard No.
138). Management has not determined the effecsthizdard may have on future disclosures.

Statement of Financial Accounting Standard No. is4fenerally effective on a prospective basisf@ndfers and servicing of financial assets
and extinguishments of liabilities occurring afidarch 31, 2001. Management has not determinedftbet ¢his standard may have on future
disclosures.

FASB Interpretation No. 44, "Accounting for Certdinsactions Involving Stock Compensation" wasegelty effective July 1, 2000, on a
prospective basis. This interpretation clarifiesBABpinion No. 25, "Accounting for Stock Issued tmoyees"” under which the Company
accounts for stock-based compensation. Managemsmidt determined the effect this interpretatiory imave on future disclosures.
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INDEPENDENT AUDITORS' REPORT

To the Shareholders
MFC Bancorp Ltd.

Our report on the consolidated financial statemehtdFC Bancorp Ltd. is included on page 32 of #hism 20-F. In connection with our
audits of such financial statements, we have alsited the related financial statement schedulBk IV and VI of this Form 20-F.

In our opinion, the financial statement scheduéderred to above, when considered in relation édotisic consolidated financial statements
taken as a whole, present fairly in all materiagbects the information set forth therein.

/'s/ PETERSON SULLIVAN P.L.L.C.

March 23, 2001
Seattl e, Washington
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MFC BANCORP LTD.
SCHEDULE I: CONDENSED FINANCIAL INFORMATION OF REGI STRANT
(DOLLARS IN THOUSANDS)
BALANCE SHEETS

AS AT DECEMBER 31,

ASSETS

Cash and securities.......ccccccoevvvvveeeeiveeee. $148,908 $117,375

Receivables.........cccccooevviiiviicc. L 33,831 40,596
Loans and notes receivable......................... . L 119,113 81,728
Real estate held for development and sale.......... . ... 9,243 7,840
Excess cost of net assets acquired......c.ccceeee. L 17,032 17,851
Other. e 3,936 4,717
$332,063 $270,107
LIABILITIES AND SHAREHOLDERS' EQUITY

DEPOSIS. .ccivieiiieciie et $ 63,572 $47,563
Accounts payable and accrued expenses.............. ... 16,155 17,853
DEDt i 35,421 30,917
Minority interestS.....cccccecveeeeeeeveviiiceeeee 3,781 2,962
Shareholders' equity.......ccocoevvvivieeennceeeee Ll 213,134 170,812

$332,063 $270,107

STATEMENTS OF OPERATIONS

YEAR ENDED DECEMBER 31,

2000 1999 1998

Financial services revenue............cccc.........
Expenses
General and administrative.......................
Financial services..........ccocovvvvvereneen.n.
INtEreSt....cvvvvieiieiieieeeeeiie s
Income taxes (recovery)...
Minority interest........ccccceeveeeeeieninnennns

......... $156,220 $125,526 $123,310

......... 21,194 19,305 19,361
......... 88,042 65262 68,650
......... 4218 4,867 4,771
......... 1,689 (1,016) 622
......... 1,014 780  (329)

117,057 89,198 93,075

Income from continuing operations........cccccee... ... 39,163 36,328 30,235
Loss from discontinued operations........c......... . ... - (4,939) -
NetinCOMe....cccvvvveiiiiiei e $39,163 $31,389 $ 30,235

STATEMENTS OF CASH FLOWS

YEAR ENDED DECEMBER 31,

2000 1999 1998

Net cash (used) provided by operating activities... ... $30,753 $26,660 $ (952)
Net cash (used) provided by financing activities... ... 16,857 26,828 (4,885)
Net cash (used) provided by investing activities... ... (31,231) (35,728) (1,613)
Exchange rate effect on cash and cash equivalents.. ... 2,578 (7,064) 4,099
Net change incash.........cccocvvvvvveevenee. 18,957 10,696 (3,351)
Cash and cash equivalent, beginning of year........ . ... 49,567 38,871 42,222
Cash and cash equivalent, end of year...............~ ... $ 68,524 $ 49,567 $38,871
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SEGMENT

Property and
casualty:

December 31, 2000.... -
December 31, 1999.... -
December 31, 1998.... -

SEGMENT

Property and
casualty:

SCHEDULE 1l

FUTURE
POLICY
BENEFITS,
DEFERRED  LOSSES,
POLICY CLAIMS
ACQUISITION AND LOSS
COST EXPENSES

$1,307,000
$3,021,000
$5,353,000

OTHER
OPERATING PREMIUMS
EXPENSES WRITTEN

December 31, 2000.... $143,000 --
December 31, 1999.... $ 40,000 --
December 31, 1998.... $304,000 --

MFC BANCORP LTD.

: SUPPLEMENTARY INSURANCE INFORMATION

OTHER
POLICY BE
CLAIMS CLA
AND NET
UNEARNED BENEFITS PREMIUM INVESTMENT SET
PREMIUMS PAYABLE REVENUE INCOME EX
- - - $288,000
- - - $397,000
- - - $612,000
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MFC BANCORP LTD.

SCHEDULE IV: REINSURANCE

ASSUMED PER CENTAGE
CEDED TO FROM OF AMOUNT
GROSS OTHER OTHER NET AS SUMED
AMOUNT COMPANIES COMPANIES AMOUNT T O NET
Property and casualty:
December 31, 2000..........ccccevevreecreennnnnn. $ - $ - $ - % - N/A
December 31, 1999... $ - $ - $ - % - N/A
December 31, 1998..........ccoceeevieeiieeennnn. $ - $ - $ - % - N/A




MFC BANCORP LTD.

SCHEDULE VI: SUPPLEMENTAL INFORMATION CONCERNING PR OPERTY--CASUALTY INSURANCE
OPERATIONS AS AT DECEMBER 31, 2000

THIS SCHEDULE IS OMITTED BECAUSE THE RELEVANT INFOR MATION WAS EITHER SHOWN ON SCHEDULE Il OR
SCHEDULE IV.
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ITEM 19. EXHIBITS

EXHIBIT NO.

DESCRIPTION OF EXHIBIT

1.1

1.2

1.3

1.4

1.5

1.6

2.1

2.2

2.3

2.4

2.5

2.6

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

4.10

4.11

Articles of Incorporation.(
Certificate of Amendment da
Certificate of Amendment da
Certificate of Amendment da
Certificate of Amendment da
Bylaws.(1)

Master Trust Indenture betw
Corporation and Harris Trus
trustee, dated August 26, 1
Form S-1 filed June 7, 1993

First Supplemental Indentur
Corporation and Harris Trus
trustee, dated November 30,

Second Supplemental Indentu
Corporation and Harris Trus
trustee, dated October 23,
to Drummond Financial Corpo
period ended September 30,

Third Supplemental Indentur
Corporation, Harris Trust C
of Nova Scotia Trust Compan
May 13, 1997.(1)

Fourth Supplemental Indentu
Corporation, The Bank of No
New York and Drummond Finan
reference February 4, 1998.

Master Trust Indenture betw
Minnesota, National Associa
March 31, 1998.(1)

Memorandum of Agreement bet
Limited, Stelco Inc. and Do
1987.(2)

Amendment to Mining Lease b
Limited, Stelco Inc. and Do
1987.(2)

First Amendment to Memorand
Wabush Iron Co. Limited, St

Assignment Agreement betwee
dated as of January 1, 1992

Separation Agreement betwee
MFC dated for reference Mar

Purchase Agreement between
dated for reference May 16,

Purchase Agreement between
dated for reference May 27,

Share Purchase Agreement be
dated June 6, 1996.(1)

Subscription Agreement betw
Corporation dated June 20,
to Drummond Financial Corpo
1996.

Share Purchase Agreement be
International Ltd. dated Ju

Share Purchase Agreement am
of Logan International Corp

1)

ted February 24, 1997.(1)
ted May 29, 1998.

ted December 16, 1998.

ted July 14, 2000.

een Drummond Financial
t Company of New York, as
993. Incorporated by reference to

e between Drummond Financial
t Company of New York, as
1993.(1)

re between Drummond Financial
t Company of New York, as
1996. Incorporated by reference
ration's Form 10-QSB for the
1996.

e between Drummond Financial
ompany of New York and The Bank
y of New York dated for reference

re between Drummond Financial
va Scotia Trust Company of

cial (B.C.) Ltd. dated for

(1)

een MFC and Norwest Bank
tion, as trustee, dated

ween MFC and Wabush Iron Co.
fasco Inc. dated November 24,

etween MFC and Wabush Iron Co.
fasco Inc. dated January 1,

um of Agreement between MFC and
elco Inc. and Dofasco Inc.(2)

n MFC and Prada Holdings Ltd.
(1)

n Mercer International Inc. and
ch 29, 1996.(1)

MFC and Volendam Securities C.V.
1996.(1)

MFC and Volendam Securities C.V.
1996.(1)

tween MFC and Frederick Wong
een MFC and Drummond Financial

1996. Incorporated by reference
ration's Form 8-K dated June 27,

tween MFC and Med Net
ne 20, 1996.(3)

ong MFC and various shareholders
. dated June 20, 1996.(3)
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EXHIBIT NO.

DESCRIPTION OF EXHIBIT

4.12

4.13

4.14

4.15

4.16

4.17

4.18

4.19

4.20

4.21

4.22

4.23

4.24

8.1

(1) Incorporated by reference to MFC's Form 20i#esl fin prior years.

Subscription Agreement betw
Corporation and Logan Inter
1996. Incorporated by refer
Corp.'s Form 8-K dated June

Share Purchase Agreement be
and MFC dated October 3, 19

Purchase Agreement between
June 27, 1997.(1)

Share Purchase Agreement be
dated September 22, 1997.(1

Supplementary Agreement to
MFC and Procom Holding AG d

Agreement between MFC and t
Preferred Shares dated Dece

Subscription Agreement betw
Corp. dated December 2, 199
MFC's Schedule 13D/A (Amend
1996 with respect to Logan

Shareholder Protection Righ
MFC and Montreal Trust Comp
May 18, 1993.

Amended 1997 Stock Option P

Amended and Restated Employ
Michael J. Smith made effec

Director's Indemnity Agreem
Smith dated for reference N

Amended and Restated Employ
Roy Zanatta made effective

Director's Indemnity Agreem
dated for reference Novembe

Subsidiaries of MFC.

een Drummond Financial
national Corp. dated June 20,
ence to Logan International
27, 1996.

tween Lehman Brothers Bankhaus AG
96.(1)

MFC and Robabond Holding AG dated

tween MFC and Procom Holding AG
)

Share Purchase Agreement between
ated September 22, 1997.(1)

he holders of MFC's Class A
mber 1, 1996.(1)

een MFC and Logan International
6. Incorporated by reference to
ment No. 1) dated December 16,
International Corp.

ts Plan Agreement between
any of Canada dated as of
lan of MFC.

ment Agreement between MFC and
tive as of November 20, 2000.

ent between MFC and Michael J.
ovember 20, 2000.

ment Agreement between MFC and
as of November 20, 2000.

ent between MFC and Roy Zanatta
r 20, 2000.

(2) Incorporated by reference to MFC's Form 10-Ktfee year ended December 31, 1989.

(3) Incorporated by reference to MFC's Schedule d&8fed June 27, 1996 with respect to Logan Intannailt Corp.



SIGNATURES

Pursuant to the requirements of Section 12 of BEERITIES EXCHANGE ACT OF 1934, the registrant Hyreertifies that it meets all of
the requirements for filing on Form 20-F and thdtas duly caused and authorized the undersignsigahis annual report on its behalf.

Dated this 23rd day of April, 2001.

MFC BANCORP LTD.

By: /s/ MICHAEL J. SMITH

Michael J. Smith
Chief Executive Officer
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