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Note: Commencing December 31, 1998, Magnalnternational Inc. changed: (i) itsfiscal year end from July 31 to December 31; and
(ii) its reporting currency from Canadian to United States (“U.S.”) dollars. Accordingly, in this Annual Information Form, all
references to specific fiscal years are references to the fiscal year ended on July 31 of the year named, all references to the
“Transition Period” are referencesto the five-month fiscal period ended December 31, 1998 and all referencesto calendar years
are references to the fiscal years ending after December 31, 1998. In addition, all referencesto “$” or “dollars’ are referencesto
U.S. dollars, unless otherwise specified. For periods up to and including December 31, 1998, the historical financial information
has been restated from Canadian to U.S. dollars in accordance with accounting principles generally accepted in Canada, using
the December 31, 1998 exchangerate of Cdn.$1.5305 per U.S.$1.00. Thefunctional currenciesof each of Magnalnternational Inc.’s
operations are unchanged.

Forward-L ooking Statements

The following discussion contains statements which, to the extent that they are not recitations of historical fact, constitute
“forward-looking statements” within the meaning of Section 21E of the United States Securities Exchange Act of 1934. Thewords
“estimate”, “anticipate”, “believe”, “expect” and similar expressions are intended to identify forward-looking statements. Such
forward-lookinginformationinvolvesimportant risks, assumptionsand uncertaintiesthat could materially alter resultsinthefuture
from those expressed in any forward-looking statements made by, or on behalf of, Magna International Inc. These risks,
assumptions and uncertainties include, but are not limited to: economic conditions; rising energy prices; dependance on
outsourcing by vehicle manufacturers; pricing concessions; amortization of costs; product warranty, recall and product liability
costs; seasonality; currency exposure; competitivemarket conditions; relianceon major customers; dependanceoncertainvehicle
productlines; unionizationactivity; newfacilities; andtechnol ogical devel opments. PersonsreadingthisAnnual I nformation Form
are cautioned that such statementsare only predictionsand that actual eventsor results may differ materially. In evaluating such
forward-looking statements, readersshoul d specifically consider thevariousfactors, including those contained under theheading
“ITEM 3. DESCRIPTION OF THE BUSINESS — RISK FACTORS’, which could cause actual eventsor resultsto differ materially
from those indicated by such forward-looking statements.



ITEM 1. CORPORATE STRUCTURE
ISSUER

Theissuer, Magna International Inc. (the “ Company”), was incorporated under the laws of the Province of Ontario, Canada
on November 16, 1961. On January 22, 1985, a certificate of amendment was issued to the Company amending its charter
documents in connection with the adoption of a Corporate Constitution. A certificate of amalgamation, which superseded all
previous charter documents of the Company, was issued to the Company pursuant to the Business Cor porations Act (Ontario)
on June 23, 1989. On October 1, 1992, a certificate of amendment was issued to the Company amending itscharter documents by
deleting all references to two specific series of preference shares and del eting the quorum provisions for meetings of the Board
of Directors. After certain minor amendments to the Corporate Constitution were effected on December 12, 1995, a further
certificate of amendment was issued to the Company on December 17, 1997 which made certain amendments to the Corporate
Constitution contained in paragraph 10A of the Company’s charter documents, principally relating to changes to the “ Ten per
cent employee distribution” requirement in subparagraph 10A(6)(c). See“I TEM 8. CORPORATE CONSTITUTION”. A certificate
of amalgamation which superseded all previous charter documents of the Company was issued to the Company pursuant to the
Business Cor porations Act(Ontario) effective August 2, 1998. A further certificate of amal gamation which superseded all previous
charter documents of the Company was issued to the Company pursuant to the Business Corporations Act (Ontario) effective
December 31, 2000. A special resolution of the shareholders of the Company was passed on May 17, 2001 authorizing certain
amendments to the Corporate Constitution contained in paragraph 10A of the Company’ s charter documents, principally relating
to changesto the “ Ten percent employee distribution” requirement in subparagraph 10A(6)(c) as aresult of the implementation
effective January 1, 2001 of adefined benefit pension plan (the“Pension Plan”). See“I TEM 3. DESCRIPTION OF THEBUSINESS
— HUMAN RESOURCES'.

SUBSDIARIES

A list of the principal subsidiaries of the Company as at January 5, 2001 and their respective jurisdictions of incorporationis
set forth on Schedule A. Thelegal structure of the Company and its subsidiariesisnot necessarily indicative of their operational
structure.

ITEM 2. GENERAL DEVELOPMENT OF THE BUSINESS
OVERVIEW

The Company, its subsidiaries and other persons in which the Company holds not less than afifty percent equity interest
(collectively referred to as “Magna’), design, engineer and manufacture a complete range of automotive parts, components,
assemblies, modules and systems, and engineer and assemble complete vehicles, primarily for sale to original equipment
manufacturers of cars and light trucks (“OEMS”) in North America, Europe, South America and Asia. Magna's automotive
productsinclude:

. interior products, including compl ete seats, cockpit modules, modular door systems and overhead systems;

. stamped, hydroformed and welded metal components, assemblies and modules;

. exterior and interior mirror systems;

. avariety of plastic parts, including body panels, fasciasand front and rear-end modul es, and exterior decorative systems;
. various engine, powertrain and fueling and cooling components and modules,

. avariety of drivetrain modules, including all-wheel drive systems; and

. complete vehicle engineering and assembly.

Magnaisthemost diversified aswell asthelargest Canadian and one of the largest independent suppliersto North American,
European and global OEMs. Asat December 31, 2000, M agnahad approximately 62,000 automotiveempl oyeesand 166 automotive
manufacturing facilities (including 4 joint venture facilities), of which 99 arein North America, 62 arein Europe, two arein Korea,
two arein Brazil and oneisin China, aswell as 31 product devel opment/engineering facilities.

In North America, Magna's primary customers are DaimlerChrysler AG (“DaimlerChrysler”), General Motors Corporation
(“*GM”) and Ford Motor Company (“Ford”), as well as certain North American subsidiaries of foreign-based OEMs (“New
Domestic OEMS”), such as BMW, Honda, Isuzu, Mazda, Nissan, Suzuki, Toyota and Volkswagen (*VW”). North American



consolidated production sales accounted for approximately 61% and 59% of Magna’ s total automotive sales for calendar 2000
and calendar 1999, respectively. Approximately 38% and 37% of the Company’ s consolidated automotive salesin calendar 2000
and calendar 1999, respectively, represented products manufactured in Canada, of which approximately 57% and 48%,
respectively, were exported to the United States. |n the aggregate, approximately 71% and 65% of the Company’ s consolidated
automotive salesin calendar 2000 and calendar 1999, respectively, represented products manufactured in Canadaand the United
States and sold to customersin the United States.

In Europe, Magna's customers include most significant OEMs, such as VW/Audi, BMW, DaimlerChrysler,
Ford/Jaguar/V olvo/Land Rover, GM/Opel/SAAB, Honda, Fiat and Renault/Nissan. Total European consolidated production and
assembly salesaccounted for approximately 27% and 30% of Magna stotal automotive salesfor calendar 2000 and calendar 1999,
respectively, and haveincreased, principally through acquisitionsand al so throughinternal growth, from $79 millioninfiscal 1993
to over $2.7 billion in calendar 2000.

Worldwide salesto DaimlerChrysler, GM and Ford represented approximately 29%, 23% and 21%, respectively, of Magna's
total consolidated automotive salesin the calendar 2000.

The Company’ s non-automotive operations are held through MagnaEntertainment Corp. (“MEC”) which acquires, develops
and operates horse racetracks and related pari-mutuel wagering operations and provides related simulcasting. See “ITEM 3.
DESCRIPTION OF THE BUSINESS— MAGNA ENTERTAINMENT CORP.” below. Substantialy all of the Company’s wholly-
owned automotivereal estate is held through M1 Developmentsinc., awholly-owned subsidiary of the Company, or one or more
of itssubsidiaries(collectively,“MID"). SeeITEM 3. DESCRIPTION OF THEBUSINESS— CORPORATE AND OTHER" below.

RECENT INDUSTRY DEVELOPMENTS

Several developments in the automotive industry are substantially altering the environment for independent automotive
component suppliers, including:

. the participation by these suppliersin the design and engineering of automotive components, assemblies, modulesand
systems at an early stage of the design process;

«  theemergence of the Tier 0.5™ supplier;

. the consolidation and globalization of OEMs and the trend toward global vehicle platforms;

. the consolidation and globalization of the OEMS' supplier base and increased pricing pressure on suppliers;

. the continuation of increased out-sourcing, particularly of more complex modules and complete systems as well as of
program management and integrator functions, to sophisticated independent suppliers;

. the increasing prevalence of lower volume OEM “niche” or “derivative” vehicles with distinct styling packages and
options as well astruck based sport utility or crossover vehicles;

. the expansion of New Domestic OEMsin North America; and

. increasing efficiency of theindustry in areasof product design, speed to market and purchasing efficiencies, particularly
through new e-commerce business to business (“B2B”) initiatives.

Historically, virtually all North American and European automotive component suppliers manufactured and shipped partsto
OEMsin accordancewith design and engineering specifications supplied by the OEMs. The OEM sgenerally purchased the same
or similar components from several suppliers, obtained a substantial number of components from their affiliated component
manufacturers and performed asignificant portion of sub-assembly in-house. In addition, design and quality control testing was
generally performed by the OEMs. The OEMsnow generally expect their “ Tier One” suppliers (asdescribed bel ow) to collaborate
inthedesign and engineering of components(with, inmany instances, manuf acturing processesbei ng devel oped simultaneously)
and to assume even greater responsibility for total quality. Companieswhich supply parts, components, assemblies, modules or
systems directly to the OEM sand which design, engineer, manufacture and conduct quality control testing aregenerally referred
to in the automotive industry as*” Tier One” or“full service” suppliers. Tier Onesuppliersgenerally havethe capability to supply
theseparts, components, assemblies, modul esor systemsto the OEM son ajust-in-time sequential basi swhich enablesthe OEM s
to reduce inventory levels. In producing parts, components, assemblies, modules or systemsfor OEMs, Tier Onesupplierssuch
as Magna may rely on other suppliers (referred to either as “Tier Two” or “Tier Three” suppliers, depending on their level of
sophistication in respect of engineering, manufacturing and other requisite skills) for the supply of some parts or components.
The OEMs then purchase the parts, components, assemblies, modules or systems from Tier One suppliers and complete the
assembly of the vehicle. Tier One suppliers may be awarded longer term contracts by the OEMs or contracts for larger, more



complex assemblies, modules and systems by the OEMs because of their involvement in the development of components with
the OEMs.

The expanding role of Tier One suppliers has given riseto the Tier 0.5™ supplier, which provides complete vehicle, design,
engineering and assembly servicesto its OEM customers. The capabilities possessed by such suppliers more closely resemble
those traditionally associated with the OEMs. These capabilities, together with an increasing emphasis on niche or derivative
vehicles,provideadditional challengesfor Tier0.5™ suppliers ascompared to thosefaced by Tier Onesuppliers, including shorter
product devel opment cyclesin order to take advantage of market opportunities; increased procurement and supplier management
responsibility; a greater degree of contact with the OEM’s vehicle level engineering groups during the product devel opment
stage; and greater overall product testing and validation responsibility.

The automotive industry has become increasingly globalized in recent years as aresult of the following factors: (i) emerging
markets (e.g. Eastern Europe, Mexico, South America, Asia) have generally accel erated their growth; (ii) OEMsareincreasing the
production and sale of “world cars’ in which the same vehicle platformsare utilized for automobiles built in different parts of the
world; and (iii) increased pricing pressures experienced by OEMs have led them to accelerate the out-sourcing of parts,
components, modules, assemblies and systems to independent suppliers with a global manufacturing capability. Also, the
consolidation of OEM sisexpected toincreasethetrend towards devel opment of global vehicleplatformsas OEMsseek to reduce
new vehicle development costs through platform sharing. Examples of such consolidation include:

. the acquisitions by Ford of Jaguar, Volvo and Land Rover;

. the acquisition by GM of the balance of the equity of SAAB, an equity interestin Fuji Heavy IndustriesInc. (themaker
of Subaru vehicles) and an equity positionin Fiat;

. the acquisition by Renault of asignificant equity interest in Nissan;

. the acquisition by DaimlerChrysler of asignificant equity interest in Mitsubishi; and

. the current bidding for Daewoo.

Consolidation among automotive suppliers has occurred as OEMs have increased their tendency to enter into long-term
supply contracts with the most capabl e global suppliers. OEMs haveincreasingly appointed such suppliers astheir sole source
supplier for a particular part, component, assembly, module or system throughout the duration of the program in which such
product is utilized, subject to maintaining acceptable quality standards. Increasingly, the OEMs' criteriafor selection (in which
each supplier facility israted independently) includes not only price, quality, reliability and responsiveness, but also certain full
service capabilities, including design, engineering and program management support aswell asintegrator capabilities. Suppliers
who receive superior ratings from an OEM customer are considered for new business, whereas those who do not obtain such
ratings may continue their existing contracts, but are unlikely to be considered for new business. The long-term sole supplier
arrangements with OEMs referred to above also generally provide for, among other things, price concessions over the supply
term. The competitive environment has caused these pricing pressures to intensify and has placed Tier One suppliers under
continuous pressure to absorb more engineering costs related to product design and other items previously directly paid for by
OEM customers. In addition, certain OEM customers have requested that suppliers such as Magna: (i) own and/or capitalize
tooling and recover the coststhrough amortization in the piece price of the particular components produced by such tooling; and
(i) incur design and engineering costsand recover such coststhrough amorti zation in the pi ece price of the particular components
designed or engineered by suppliers such as Magna. Thisresultsin suppliers such asMagnabearing therisk of not being able
to fully recover the tooling and design and engineering costsif vehicle production volumes are lower than anticipated.

As mentioned above, there has been a continuing trend for OEMs to “out-source” more of their requirements for parts,
components, assemblies, modules and complete systems. The extent of this out-sourcing depends principally upon the cost,
quality and timeliness of external production relative to in-house production by OEMs, however, it is aso influenced by the
degree of unutilized capacity in the manufacturing facilities of the OEMs, OEM collective bargaining agreements and labour
relations considerations as well as other factors.

As OEMs attempt to differentiate their productsin anincreasingly competitive market and identify new market opportunities,
the redesign of vehicles between major launches, the reductionin design cyclesand theintroduction of lower volume derivative
or niche vehicles based on existing vehicle platforms, but with distinct styling packages and options, is becoming increasingly
prevalent. This emerging trend has provided opportunities for independent suppliers to participate in the design, engineering,
manufacture and assembly of larger chunks of these vehicles on behalf of OEM customers.



Virtudly all North American operations of New Domestic OEM s currently purchase asignificant number of componentsfrom
their foreign-based suppliers who have now established operations in North America. New Domestic OEMs represented
approximately 25% of aggregate North American car and light truck production in calendar 2000, as compared to approximately
24% in calendar 1999. Over the next several years New Domestic OEM production is expected to increase in relation to vehicle
importation as existing New Domestic OEM facilities reach or add production capacity and facilities now in the planning and
construction phases commence production. At the same time, a number of factors, including the improving quality and cost
effectiveness of North American auto parts suppliers, currency fluctuations and the North American Free Trade Agreement are
expected to result in New Domestic OEMs relying on increased out-sourcing to increase the North American content of their
vehicles. Accordingly, New Domestic OEMs represent significant growth potential for North American automotive suppliers.

As part of their effortsto cut costs and improve efficiencies, OEM s and their suppliers have begun to devel op the structures
required for various e-commerce and B2B initiatives. For example, GM, Ford, DaimlerChrysler and Renault/Nissan together with
major Tier One supplierssuch as Magna, have established an online automotive parts exchange known as Covisint, L.L.C. When
fully operational, this exchangeis expected to include: (i) electronic procurement, including quoting, sourcing and transaction
processing; (ii) electroni cdatainterchange, including productionrel eases, production planning, supplier performanceassessment,
supply chaininventory and shipment tracking; and (iii) collaborative product and processdesign, including simultaneousdesign,
real-time engineering changes, testing and process validation as well as real-time program management. Such initiatives are
expected to improve the efficiency of the purchasing process, increase access to product information, enable purchasers to
monitorthe status of purchase orders, shorten the vehicle design cycleand lead to significant cost savingsfor OEMsand for Tier
0.5™ and Tier One suppliers.

MAGNA’'SBUSINESSSTRATEGY

Magna's primary automotive business strategy is to achieve and maintain aleading global position with all major OEMsin
North Americaand Europe as afull service supplier of interior and exterior body and chassis systems, with vehicle engineering
and assembly, program management and interior and exterior integrator capabilities, and to focus its efforts to capitalize on the
previously described trendsin the automotive industry. Key elements of this strategy include:

. capitalizing on strong existing North American and European OEM relationships;

. focusing on complex value-added or engineered products and products utilizing proprietary technologies;

. capitalizing on global growth opportunities;

. examining opportunities to acquire strategic businesses which have leading-edge automotive technologies that
complement, enhance or add to Magna' s technological base and/or strengthen its core product offerings;

. continued emphasis on research and devel opment and i nnovation, including the enhancement of existing technologies
and devel opment or acqui sition of new technol ogi esto complement exi sting product and processcapabilitiesand expand
product breadth; and

. extending engineering, design, prototype, program management, integrator and assembly capabilities to focus on
designing, engineering and selling cross-group modules or systems, securing program management and integration
contracts, providing complete vehicle engineering services and assembling complete vehicles for Magna's OEM
customers.

In addition, in support of thisstrategy the Company’ sBoard of Directorsdeterminedin 1999 to hold all non-automotive assets
of Magnathrough MEC. See“ITEM 3. DESCRIPTION OF THE BUSINESS— MAGNA ENTERTAINMENT CORP.” below.

OPERATING STRUCTURE

Magna follows a corporate policy of functional and operational decentralization and operates through divisions which
function as autonomous operating units and profit centres.

Historically, divisionswere grouped geographically (principally between North Americaand Europe) and along product lines
into operating groups, which were overseen by a group management team. However, in calendar 1999 the wholly owned
manufacturing divisions were generally reorganized along global product linesinto automotive systems groups, each of which
provided full service systems integration in a specific vehicle area. This operational reorganization was undertaken to further
consolidate recent acquisitions, particularly in Europe, to better meet the needs of customers by maximizing opportunities to



support global vehicle programsand facilitating the devel opment of global product platforms, and to enabletheincreased sharing
of best practices between Magna' s divisions.

In calendar 2001, the Company initiated a reorganization of certain of its operating segments. In January 2001, Decoma
International Inc. (“Decoma’) completed the acquisition of the Magna Exterior Systems group (“MES”) and the remaining 60%
interest in Decoma Exterior Trim Inc. (“DecomaTrim") owned by the Company to form a global supplier of exterior decorative
systems and plastic parts. Subsequent to this, Magnainitiated a further reorganization in February 2001 aimed at consolidating
its operations and strategically aligning its automotive product groupsinto five global “super groups’ or stand-alone systems
groups focused on providing large vehicle modules and systemsin each key vehicle areaby creating two new operating groups,
Magnalnteriors(now Intier Automotivelnc. (“Intier”)) and MagnaSteyr out of fiveprior operating groups. Subsequently inMay
2001, the Company entered into a non-binding letter of intent (the “Tesma Letter of Intent”) with Tesma International Inc.
(“Tesma") concerning the proposed combination of Magna Steyr and Tesma, whichif completed would result in operationsbeing
conducted under four global “super groups’. These reorganizations were undertaken in part to further Magna's policy of
functional and operational decentralization.

Magna's decentralized operational structure contains three levels of management - divisional management, automotive
systems group management and the Company’ sexecutive management. Withintheframework of Magna' sCorporate Constitution
and Employee’ s Charter, managers of manufacturing divisions have discretion to determine rates of pay, hours of work, sources
of supply and contracts to be performed. Automotive systems group management is responsible for coordinating product
development, finance and marketing as well as maximizing manufacturing efficienciesin the manufacturing divisions comprising
the group. Each automotive systems group interfaces with customers and provides assistance and advice to its respective
divisions. The Company’s executive management coordinates advanced systems development and manufacturing, ensures
customer satisfaction and interfaces with the investment community. Executive management isal so responsiblefor thelong-term
strategic planning and future growth of Magna, aswell as monitoring the performance of automotive systemsgroup management.

In furtherance of the Company’ scommitment to decentralization, apolicy (the“ Spinco Policy”) of devel opingthe Company’s
operating groups into self-sufficient public companies was approved in 1982 by the Company’ s shareholders. The objective of
the Spinco Policy wasto establish one or more of the groups as separate public corporations (a“ Spinco™) over aperiod of time,
withthe Company remaining asamajor sharehol der. Guidelinestoimplement the Spinco Policy wereapproved by theshareholders
at the Annual and Special Meeting of Shareholders held on December 10, 1987 (the “Guidelines’). Under the Guidelines, each
Spinco must have a corporate constitution and share structure similar to that of the Company and be comprised of independent
operating unitswhich aresupported by the Spinco’ soperations, marketing, financial, human resourcesand executivemanagement.
The Company isto provideoperations, technical, marketing and financial management and other servicesfromtimetotimetoeach
Spinco for an agreed upon fee. Management and employees of each Spinco are to be provided an opportunity and encouraged
toinvest in the equity of such Spinco through compensation and profit incentive programs similar to those of the Company. In
addition, to the extent practicable, shareholders of the Company and employees of each Spinco will be provided an opportunity
toinvestintheinitial public offering of each Spinco. Management believesthat establishing the Spincos pursuant to the Spinco
Policy andinaccordancewith the Guidelineswill enableeach Spincoto takefull advantage of the corporate policiesand principles
which have been the cornerstone of Magna's past growth and success. These include, among other things, a decentralized
operating structurewhich Magnabelievesincreasesflexibility, customer responsiveness and productivity and the establishment
of profit-based compensation programs in order to attract, retain and motivate skilled and entrepreneurial management and
employees.

Magna created its first Spinco when Tesma completed an initial public offering on July 31, 1995. Decoma subsequently
conpleted itsinitial public offering on March 2, 1998. As part of the February 2001 reorganization, the Company’s Board of
Directors authorized management to take Magna Steyrand Intier publicinaccordancewith the Spinco Policy and the Guidelines
when market conditions permit. The Board of Directors subsequently modified thisauthorization on May 17, 2001 whenthe Board
approved the Tesma Letter of Intent which contemplates the combination of Magna Steyr and Tesma. The Company’s
management believesthat the establishment of Tesmaand Decomaas separate public companieshasfacilitated, and for all future
Spincoswill facilitate, accessto external capital markets, which may berequiredto enable Tesma, Decomaand other future Spincos
to take advantage of the anticipated increased OEM out-sourcing activitiesfor their respective product areas and to allow them
to take full advantage of the corporate policies and principles which have been the cornerstone of Magna's past growth and
success. See“SIGNIFICANT DEVELOPMENTS — Changes in the Company’ s Operating Structure” below.



With respect to its non-automotive operations, the Company completed the distribution of approximately 20% of the equity
of MEC on March 10, 2000 by way of special stock dividend to holders of the Company’sClass A Subordinate V oting Sharesand
Class B Shares. See “SIGNIFICANT DEVELOPMENTS — Changes in the Company’ s Operating Structure” and “ITEM 3.
DESCRIPTION OF THE BUSINESS— MAGNA ENTERTAINMENT CORP.” below.

As at December 31, 2000, the Company’ s operating groups and divisions were aggregated according to their capabilitiesin
complete vehicle design, engineering and assembly and their relative emphasis on niche or derivative vehicles as compared to
components and systems manufacturing for larger vehicle platforms. Thus, as at December 31, 2000, the Company’s Tier 0.5™
Vehicle and Systems Integration operations were carried on through the SteyrSymatec group. See “ITEM 3. DESCRIPTION OF
THEBUSINESS— TIER0.5™ VEHICLEAND SY STEMSINTEGRATION” below. TheCompany’ sTier Oneand Two Automotive
Manufacturing operationsconsisted of itsbody products, i nteriors, powertrain and other automotivegroupsanddivisions. These
TierOneand Two Automotive M anufacturing operationswere segmented on ageographic basisto reflect differing businessrisks
between North America and Europe and were also segmented between the Company’s publicly traded and other subsidiaries,
since such publicly traded subsidiaries have separate independent boards of directors. See “ITEM 3. DESCRIPTION OF THE
BUSINESS— TIERONEAND TWOAUTOMOTIVEMANUFACTURING” and“ — PUBLICLY TRADED TIERONEAND TWO
AUTOMOTIVE MANUFACTURING” below. The Company’s non-automotive operations are held through MEC and the
Company’s wholly-owned automotive real estate is held through MID. See “ITEM 3. DESCRIPTION OF THE BUSINESS —
MAGNA ENTERTAINMENT CORP.” and “— CORPORATE AND OTHER" below.

Asaresult of the saleto Decomaof MES and the remaining 60% interest in Decoma Trim owned by the Company, the creation
of Magna Steyr and Intier and the proposed combination of Magna Steyr and Tesma, the Company’ s operating segments are
expected to change in calendar 2001. See“ITEM 3. DESCRIPTION OF THE BUSINESS’ below.

SIGNIFICANT DEVELOPMENTS
Globalization and European Expansion Strategy

In response to the development of global markets (see “RECENT INDUSTRY DEVELOPMENTS’ above) and in order to
diversify its customer and product base, Magnadevel oped astrategy of acquiring existing European businessesand transferring
North American product linesand technol ogiesto Europewith aview to broadeningitscore product offeringsin order toreplicate
its North American product offeringsin Europe. Toassistinimplementing thisstrategy, Mr. F. Stronach, the Company’ sChairman,
moved to Europe during fiscal 1994 and agreed through Stronach & Co (“ SCo”), aSwiss partnershipinwhich Mr. Stronachisthe
genera partner, to provide business development and consulting services to Magna' s European affiliates and to develop and
coordinateglobal strategies, identify and eval uate potential acquisitions, businessalliancesand technol ogies, developandrecruit
technical management for deployment throughout Magna’' s worldwide operations, implement Magna' s successful operating
principles outside North America, enhance Magna's good relations with foreign OEMs and governments and further develop
Magna’ sinternational presence. SCo and Mr. Stronach continueto providethese business devel opment and consulting services
to Magna' s European affiliates pursuant to one of the previously existing arrangements and two new agreements, which were
entered into effective August 1, 1997. The consulting agreement with SCo dated August 1, 1994 was recently extended to expire
on December 31, 2001.

Asaresult of theseinitiatives, Magna significantly expanded its operations outside Canada, the United States and Mexico
between fiscal 1994 and the end of the Transition Period by acquiring 51 manufacturing facilitiesin Europe which manufactured
products principally for sale to European OEMs. Specifically, Magna acquired:

. the Zipperle Group (which now form part of MagnaMirror Systems (“MMS”)), whichisengaged primarily in thedesign,
engineering and manufacture of mirrors;

. Gesellschaft fur Innenhochdruckverfahren GmbH & Co. and its affiliates, which owned the worldwide rightsto certain
internal high pressure forming or hydroforming technology and manufactured products using that technology for
European OEMs;

. the balance of Magna Automobiltechnik AG (“MATAG”), amanufacturer of metal stampings,

. Eybl Durmont AG, asupplier of interior components;

. substantially all of the European automotive componentsoperationscontrolled by Marley plc, aU.K. supplier of interior
components;



substantially al of the German automotive components operations and assets of Pebra GmbH Paul Braun, a German
exterior systems supplier then in receivership;

Caradon plc’ sUnited Kingdom-based automotiveoperati onsconsisting of aleading United Kingdomindependent fascia
supplier;

GeF())F;g Néher GmbH, a European-based manufacturer of trunk linings, interior panels and multi-functional carpet and
sound insulation systems;

TricomGroup HoldingsLimited, aUnited Kingdom-based company which designs, engineersand manufacturescompl ete
seats, seat frames and other seating;

al theplasti csexterior andinterior components operationsof the Y MOS Automotive Group, aleading European supplier
of fascias, grilles, exterior trim, bodyside and other mouldings, instrument panels and consol es;

RoltraMorse S.p.A. (now AtomaRoltraS.p.A. (“Atoma Roltra’)), a European and South American based supplier of
automotive latches, window regulators, cable systems, door modules and gear shift mechanisms;

Paulisch GmbH & Co. KG, aEuropean-based manufacturer of compl ete seats, seat framesand other seating components;
and

the Steyr-Daimler-Puch AG group of companies (collectively, “ SDP"), which assembles vehicles and provides various
design and engineering services, aswell as supplies drivetrain components.

This European expansion strategy was viewed by management asimportant to Magna' s continued development asaworld-
class global supplier. Asaresult of this strategy, Magna has now substantially replicated its North American product offering
in Europe. European production and assembly sal eshaveincreased from approximately $79 millioninfiscal 1993toover $2.7 billion
in calendar 2000.

New Programs and Technologies, Research and Development and Systems | ntegrator | nitiatives

Magna believesthat productsthat are highly engineered or that involve complex assemblies, modules or systems generally
generate better returns than commodity-type products and that a significant portion of itsinternally generated product growth
in recent years has been the result of its design and engineering capabilities and product innovation. This product innovation
has resultedin theintroduction of anumber of significant automotive productsand technol ogies, which haverecently or are soon
expected to appear in production programs, including:

Several modular door design and development programs for European and North American OEMs, including an
integrated plastic cassette modul e system, whichincorporatesall the major door hardware and latching componentsinto
one integrated module, providing cost and weight savings aswell as enhanced quality through pre-installation testing.
See"ITEM 3. DESCRIPTION OF THEBUSINESS— TIERONEAND TWOAUTOMOTIVEMANUFACTURING” below.

A compl ete seating system featured on anew North American sport utility vehiclewhichincludesafront passenger seat
that folds flat for maximum cargo space, a70/30 split rear seat which reclinesfor added passenger comfort and foldsflat
for multipleseating configurationsand additional cargo space. See“ I TEM 3. DESCRIPTION OF THEBUSINESS—TIER
ONE AND TWO AUTOMOTIVE MANUFACTURING — Interiors— Seating Systems” below.

An industry-first roof-mounted power liftgate system for minivans, whichissupplied to DaimlerChrysler for itsnew line
of minivans, which may be applied to sport utility vehicles and wagons aswell. See“ITEM 3. DESCRIPTION OF THE
BUSINESS — TIER ONE AND TWO AUTOMOTIVE MANUFACTURING — Other Automotive — Closure and
Electromechanical Systems” below.

Hydroformed frame assemblies, radiator supports, bumper beams, engine cradles and lower control arms, supplied to
several OEMSs, including GM and DaimlerChrysler. GM has also sourced additional hydroforming contracts to Magna
on anext generation vehicleplatform and another North American OEM recently sourced contractsfor the hydroformed
frame for anew North American sport utility vehicle and compact pick-up truck. See“ITEM 3. DESCRIPTION OF THE
BUSINESS — TIER ONE AND TWO AUTOMOTIVE MANUFACTURING — Body & Chassis Systems — Metallic
Body and Chassis Systems” below.

A leading-edge all-season vehicle hard top availableonthe Audi TT roadster, which incorporatestheinterior headliner
system, space frame, rear window and sealing system into one large exterior module. See “ITEM 3. DESCRIPTION OF



THEBUSINESS—PUBLICLY TRADED TIERONEAND TWOAUTOMOTIVEMANUFACTURING— DecomaExterior
Systems” below.

* Aninterior mirror system, currently featured on Mercedes-Benz taxi vehicles, which displays information through the
mirror glass. Such information can include vehicleinformation, weather conditions, wirel ess messaging and other types
of information. See “ITEM 3. DESCRIPTION OF THE BUSINESS — TIER ONE AND TWO AUTOMOTIVE
MANUFACTURING — Other Automotive —Mirror Systems” below.

»  Power sliding doors and power liftgates which have obstacle detection capabilities for improved safety. See“ITEM 3.
DESCRIPTION OF THEBUSINESS—TIERONEAND TWOAUTOMOTIVEMANUFACTURING —Other Automotive
— Closure and Electromechanical Systems” below.

In order for Magnato more fully take advantage of: (i) certain recent trendsin the automotive industry, including increased
out-sourcing of larger, more complex modules and complete systems toindependent suppliersaswell asgreater participation by
these suppliersin the design and engineering of automotive components, modules and systems at an early stage of the design
process; (ii) theincreasing prevalence in the industry of lower volume “derivative” vehicles; and (iii) Magna's unique position
as the most diversified automotive suppliers in the world with vehicle and engineering capabilities, the Company established
Magna Steyr as its complete vehicle engineering, vehicle assembly and powertrain module group early in calendar 2001. See
“OPERATING STRUCTURE” above. In calendar 1999, one of Magna Steyr’s predecessor groups, SteyrSymatec, successfully
launched the assembly of the new Jeep Grand Cherokee and M ercedesBenz M-classfour wheel drivevehiclesin Europe. Magna
Steyr is currently engineering a SAAB convertible which it will assemble in Europe, preparing to launch production of an
engineering, program management and assembly program for Ford in North America and has recently signed a letter of intent
rel ating to the engineering and program management of the BMW X3 whichit will assemblein Europecommencingin2004. Magna
Steyr’ s powertrain operationscurrently producetheall-wheel drivetransmission modulefor theMercedes-Benz E-Class4MATIC
sedan and wagon, the power take-off unit for the Rover Freelander and Renault Scenic RX4, aswell astherear suspension module
and all-wheel drive system for the Pontiac Aztec and Buick Rendezvous. The Company’ s management believesthat Magna Steyr
will further differentiate Magnafrom its competitors by enhancing itsrole asafull systems and service supplier beyond that of
aTier Onesupplier, will provide Magnaand the operating groups with opportunitiesto significantly increase content on certain
strategic vehicle platforms and will assist Magna' s customers in bringing derivative vehicles to market.

To further support its product development and innovation strategy, Magna has in recent years opened a number of state
of the art product devel opment, engineering, testing and technical facilities. During fiscal 1996, Magna completed as part of its
European headquarters, a product development and training centre in Oberwaltersdorf, Austria (near Vienna). This centre is
intended to facilitatethe devel opment of new technol ogiesoriginating in Europe, to cross-fertilize manufacturing and technol ogy
know-how between the Company’s North American and European operations and to provide technical and other services to
Magna' s operating divisionsand OEM customers. Magna contempl ates that technical employeestrained at the centre would be
available for deployment to Magna’'s operating divisions as engineers or managers. The Company also opened the Magna
Technical Training Centre in Brampton, Ontario in calendar 1999 to train more than 100 students at a time to be tool-and-die
makers, millwrights, mold makersandindustrial electro-mechanics. Incalendar 1999, M agnaal so opened anew engineering centre
in Graz, Austria which employs more than 700 engineers and technicians and is intended to support the vehicle engineering
programs in which Magna Steyr isinvolved. Intier and Magna Steyr jointly operate an automotive testing centre (“ACTS’) in
Sailauf, Germany which was opened in July 1999 which focuses on total vehicle safety system integration and supports both
companies as well asthird party suppliersin the development and testing of their respective systems and components. Intotal,
the Company now operates 31 product development and engineering facilities. It is anticipated that these research, product
devel opment, testing and trai ning centreswill further extend Magna sability to work closely with OEMsin product devel opment.

Magna has also been focusing in recent years on increasing its full service supplier capabilities by further extending its
design and engineering capabilities in order to obtain systems integrator and program management contracts from its OEM
customers. Asaresult of thisinitiative, Magnaprogram managed the compl eteinterior of the 1998 Lincoln Navigator, an industry
first. Furthermore, Magna has been awarded the total interior (excluding seats) for the 2002 GM Cadillac Catera and two other
vehicles to be built from the same platform, including both manufacturing and integration responsibility. Astheintegrator for the
program, Magnais managing the design, engineering and devel opment of theinterior, including acomplete cockpit module, from
clay through production.
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Strategic Acquisitions and Divestitures, Alliances and Joint Ventures

In order to expand Magna’ s global interior systems capabilities which isakey component of Magna’ s business and product
strategy, a wholly-owned subsidiary of the Company completed a tender offer for all of the outstanding common shares of
Douglas & Lomason Company (“D& L") and subsequently merged with D& L in October 1996. D& L wasaworldwide supplier to
the automotive industry of seating systems, frames, covers, foam and mechanisms and soft tops and accessories with facilities
throughout the United States, Canada, Mexico, Europe and China. The compl ete seat and seating components business of D& L
was subsequently combined with North American counterpart business units of Magnawhich now form part of Intier. During
calendar 1999, Magna sold the manufacturing assets of two D& L seat frame plantsin Nebraskaand Arkansasto acompany 68%
owned by P& C Group I, Inc. (“P&C"), of Novi, Michigan. Magna retained a 32% equity ownership in the new minority-owned
company operating as CAMACO L.L.C. (“CAMACQ").

In February 1998, Magnacompl eted theacquisition of 100% of the sharesof AtomaRoltrafor approximately $28 million. Atoma
Roltradesigns, engineersand manufacturesclosure systemsand control sfor OEM sin Europeand South America, including door,
trunk and other automotive latches, window regulators, cable systems, door modules and gear shift mechanisms. Its principal
customer is Fiat, and other customers include SAAB, Porsche and Rolls-Royce. The purpose of this acquisition was to further
Magna's strategy of replicating its North American product offerings in Europe by introducing Magna's closure and
electromechanical systems businessin Europe and el sewhere outside North America.

In March 1998, Magna purchased all the outstanding share capital and limited partnership interests of Paulisch GmbH & Co.
KG("Paulisch™) for approximately $17 million. Paulisch designs, engineersand manufacturescompl ete seats, seat framesand other
seating components for the European automotive industry. Its principal customers are DaimlerChrysler and VW.

In aseries of transactions effected in 1998 and 1999, Magna acquired a 100% interest in SDP, an Austrian public company,
and Steyr-Daimler-Puch Fahrzeugtechnik AG & Co. KG. The total cash consideration paid by Magnain connection with these
transactions was approximately $248 million (net of cash acquired). SDP owned several businesses outside Magna's core
automotive systems operations, all of which have been sold or wound down, including its entire equity interest in Steyr-Daimler-
Puch Spezialfahrzeug AG & Co KG, a manufacturer of wheel tanks, spare parts and transmission components and Steyr
Automobilvertriebs AG, an agricultural vehicle business unit which was sold in May 2000. No gains or losses arose on these
transactions.

In January 1999, Tesma completed the acquisition of 100% of the outstanding shares of Hanwha Automotive Components
Corporation, a South Korean based manufacturer of oil and water pump systems, for cash consideration of over $5 million (net
of cash acquired).

In September 1999, Magna acquired from V oest-Alpine Stahl Linz Ges.m.b.H. theremaining 40% minority interestin MATAG
for approximately $45 million.

In May 2000, Cosma International Inc. (*Cosma’) sold its three Powerlasers manufacturing facilities located in Concord,
Ontario, Kitchener, Ontario and Pioneer, Ohio, to Dofasco Inc. See“ITEM 3. DESCRIPTION OF THE BUSINESS — TIER ONE
AND TWO AUTOMOTIVE MANUFACTURING — Body and Chassis Systems —Metallic Body and Chassis Systems” below.

In May 2000, Atoma sold its 50% interest in Webasto Sunroofs Inc. (“Webasto”) to Webasto AG Fahrzeugtechnik of
Germany. See“ITEM 3. DESCRIPTION OF THE BUSINESS — TIER ONE AND TWO AUTOMOTIVE MANUFACTURING —
Other Automotive — Closure and Electromechanical Systems” below.

In September 2000, Atoma sold the business conducted by its Invotronics Mfg. division to affiliates of C-MAC Industries
Inc.(“C-MAC").See"“ITEM 3. DESCRIPTION OF THEBUSINESS— TIERONEAND TWOAUTOMOTIVEMANUFACTURING
— Other Automotive — Closure and Electromechanical Systems” below.

In October 2000, Decoma acquired the remaining 49% minority interestsin Conix Canadalnc., Conix Corporation, Conix U.K.
Limited and Conix Belgium N.V. (now Belplas Industries N.V.) (collectively the “Conix Group”) from Visteon Corporation
(“Visteon™). The purchase price was satisfied through payment of $43 million in cash (net of cash acquired) and theissuance by
Decoma of $90 million 9.5% subordinated debentures. See“ 1 TEM 3. DESCRIPTION OF THE BUSINESS— PUBLICLY TRADED
TIER ONE AND TWO AUTOMOTIVE MANUFACTURING— DecomaExterior Systems— Decoma I nter national Inc.” below.
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In the future, Magnawill increasingly focus on devel oping and acquiring new technologies that are critical to its long-term
business strategy. Although expansion will primarily be through greenfield operations designed to support customer programs
in North Americaand Europe, Magnawill continue to examine opportunitiesto acquire strategic businesses which have leading-
edge automotivetechnologiesthat complement, enhance or add to Magna’ s expanding technol ogical base and to enter into joint
ventures to achieve this objective. Furthermore, all potential acquisitionsand other capital investmentsare being analyzed using
strict return onfundsemployed criteriain order to maximize sharehol der returns, boost grossmarginsand generate strong earnings
growth.

Financing and I nvestor I nitiatives

During fiscal 1998, the Company completed the offering and sale in the United States of $480 million 4.875% Convertible
Subordinated Debentures due February 15, 2005 for net cash proceeds, after deducting underwriting fees and expenses of the
offering, of $435 million. On June 19, 1998, the Company completed apublic offeringin Canadaand the United States of 4,025,000
Class A Subordinate Voting Shares for net cash proceeds, after deducting the underwriting fees and expenses of such offering,
of $260 million.

On December 10, 1998, the Company’ s shareholders approved an amendment to the by-laws of the Company which changed
the fiscal year end of the Company from July 31 to December 31 of each year, commencing December 31, 1998. Commencing on
December 31, 1998, the Company began to report its financial results in United States dollars. These changes were intended to
place the Company on a basis consistent with other large multinational corporations and improveinvestors' ability to compare
the Company’ s results with those of most of its publicly traded competitors in the automotive industry.

During calendar 1999, the Company completed the public offering and sale of Cdn.$165 million of 8.65% Series A Preferred
Securities due September 30, 2048 and $170 million of 8.875% Series B Preferred Securities due September 21, 2048. The Company
also compl eted the private placement of Euro 100 million 7.08% Subordinated Debentures due September 30, 2009.

In March 2000, the Company entered into a new credit agreement with asyndicate of 12 Canadian, U.S. and European banks
forarevolving credit facility of Cdn.$900 million. Thiscredit facility isunsecured except for certaininternal cross guaranteesand
iscurrently in the process of being renewed.

Changesin the Company’ s Operating Structure

On July 31, 1995, Tesma completed an initial public offering in Canada and the United States by issuing approximately 2.9
million Tesma Class A Shares to the public from treasury at a price of Cdn.$10.50 per share. An additional offering of
approximately 3.7 million Tesma Class A Sharesto the public from treasury at a price of Cdn.$18.75 per share, together with a
secondary offering of 1.0 million Tesma Class A Shares by the Company, was completed on June 5, 1997. The Company and
certain other shareholders of Tesma completed a secondary offering of 4,977,644 Tesma Class A Shares in June 2000 at a price
of Cdn.$26.20 per share. The Tesma Class A Shares are listed for trading on The Toronto Stock Exchange and quoted on the
Nasdaq National Market. As of March 28, 2001, the Company owned, directly and indirectly, all of the issued and outstanding
Class B Shares of Tesma which represented approximately 90% of thetotal votes attachingto all of Tesma' soutstanding voting
securities as of such date. See“OPERATING STRUCTURE” above.

On March 2, 1998, Decomacompl eted aninitial public offering in Canadaand the United States by issuing approximately 11.2
millionDecomaClassA Sharesfromtreasury at apriceof Cdn.$9.50 per share. In April 2001, Decomafiled apreliminary prospectus
for an offering of Class A Shares. The terms of the offering, including the offering price and the size of the offering, are expected
to be determined at the end of May 2001. The Decoma Class A Sharesare listed for trading on The Toronto Stock Exchange and
guoted on the Nasdag National Market. As of March 28, 2001, the Company owned, directly andindirectly, all of theissued and
outstanding Class B Sharesof Decomaand 14,938,149 DecomaClassA Shares, whichinthe aggregate represented approxi mately
99% of the total votes attaching to all of Decoma’ s outstanding voting securities, and a total of 3.5 million convertible series
preferred shares of Decoma as of such date. See “OPERATING STRUCTURE” above.

In July 1998, the Company commenced an internal reorganization pursuant to which substantially all of its directly and
indirectly owned North American and European real estate and non-automotive assets were transferred to MID. MID holds,



develops and manages substantially all of Magna's current and future automotive related real estate and is 100% owned by
Magna. See“ITEM 3. DESCRIPTION OF THE BUSINESS — CORPORATE AND OTHER" below.

In March 1999, pursuant to acommitment made by the Company in March 1998, the Company’ s Board of Directors approved
the establishment of M| VenturesInc. (now MEC) to hold all of Magna’ s non-automotive assets (including non-automotive real
estate). All of the Company’s hon-automotive related real estate and other assets were transferred to MEC in the course of a
reorgani zati on which was completed on November 5, 1999. Subsequently on March 10, 2000, the Company compl eted the spin-off
of approximately 20% of the voting equity of MEC by distributing to its shareholders by way of stock dividend an aggregate of
5,246,085 shares of MEC’ sClass A SubordinateV oting Stock and 10,460,859 exchangeabl e sharesof MEC Holdings (Canada) Inc.
(“ Exchangeable Shares'), each of which is exchangeable for one share of MEC Class A Subordinate Voting Stock. As of March
28, 2001, the Company owned, directly and indirectly, all the issued and outstanding Class B Stock of MEC and 4,362,328
Exchangeabl e Shares which entitled the Company to exercise approximately 98.5% of the aggregate total votes attaching to all
of MEC's outstanding voting securities. See “ITEM 3. DESCRIPTION OF THE BUSINESS — MAGNA ENTERTAINMENT
CORP.” below.

In January 2001, Decoma purchased M ES and the 60% interest in Decoma Trim owned by the Company. The purchase price
of $203.0 million was satisfied by the payment of $3.1 millionin cash, theissuance of 8,333,333 Class A Subordinate V oting Shares
of Decoma, the issuance of $133.3 million of convertible preferred shares of Decoma and the assumption of debt (denominated
primarily in Canadian dollars or Euros) owed by MES and Decoma Trim to Magnatotalling $219.8 million. The sale of MES and
the Company’ sinterest in Decoma Trim were part of aglobal product alignment which consolidated substantially all of Magna's
plastic parts and exterior decorative systems under Decoma.

In February 2001, Magna initiated a reorganization aimed at consolidating its operations and strategically aligning its
automotive product groupsinto five “ super groups” or stand-alone systems groups focused on providing large vehicle modules
and systems in each key vehicle area. On February 21, 2001, the Company’s Board of Directors, based on the report and
recommendation of aspecial board committee, unanimously approved the creation of two new global automotive systemsgroups,
Magna Steyr and Magna Interiors (now Intier). Inreaching this decision, the Board determined that it wasin the best interests
of the Company and its shareholdersto provide Intier and Magna Steyr with accessto capital markets following the successful
examples of Tesma and Decoma pursuant to the Spinco Policy. The reorganization was initiated with the intention that both
groups will become publicly traded corporations when market conditions permit, subject to regulatory approvals, in accordance
with the Guidelines.

Subsequently, the Board of Directors of each of Tesma and the Company approved the execution on May 17, 2001 of the
Tesma L etter of Intent concerning the proposed combination of MagnaSteyr and Tesma. If thistransactioniscompleted, it would
result in Magna’ s operations being conducted under four, rather than five, global automotive“super groups’, in additionto the
Company’s MM S and non-automotive operations.

ITEM 3. DESCRIPTION OF THE BUSINESS

Asat December 31, 2000, Magna' sautomotive operating groupsand divisionswere aggregated according to their capabilities
in complete vehicle design, engineering and assembly and their relative emphasis on niche or derivative vehicles as compared
to component and systems manufacturing for larger vehicle platforms. Magna's Tier 0.5™ Vehicle and Systems Integration
operations provide complete vehicle design, engineering and assembly services to Magna's OEM customers. This operating
group isreferred to asa Tier 0.5™ suppliersinceit possesses capabilitiescloser to thosetraditionally associated withthe OEMS,
including complete vehicle design, engineering and assembly. These capabilities, together with an emphasis on niche or
derivativevehicles, provideadditional challengesfor Tier 0.5™ suppliersas compared to those faced by other Tier Onesuppliers,
including shorter product development cyclesin order to take advantage of market opportunities; increased procurement and
supplier management responsibility; a greater degree of contact with the OEM’s vehicle level engineering groups during the
product development stage; and greater overall product testing and validation responsibility. See “TIER 0.5™ VEHICLE AND
SYSTEMSINTEGRATION” below. As at December 31, 2000, the Company’s Tier One and Two Automotive Manufacturing
operationsdesigned, manufactured and supplied components, modulesand systemsfor larger volumevehicle platformsprimarily
for OEMs but also to other Tier One suppliers. Operations were generally aligned on a product basis with the corresponding
purchasing and engineering groups of the OEMs. See “TIER ONE AND TWO AUTOMOTIVE MANUFACTURING” below.
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TheCompany’sTier 0.5™ Vehicle and System Integration and Tier Oneand Two Automotive M anufacturing operationswere
al so segmented on ageographic basisbetween North Americaand Europeasat December 31, 2000. Thissegmentation recognized
the different geographic businessrisks faced by the Company’ s North American and European divisions, especially the varying
vehicle production volumes in North America and Europe and differencesin OEM customer mix, the level and nature of OEM
outsourcing and currency risk. Vehicle production volumesin North Americaand Europe are affected by anumber of geographic
factors such as general economic conditions, interest rates, fuel prices and availability, legislative changes, environmental
emission and safety issues and labour and/or trade relations.

Asat December 31, 2000, Magna' s Tier Oneand Two Automotive Manufacturing operationswerefurther ssgmented between
the Company’s publicly traded and other subsidiaries given that, in the former case, oversight of group management was
delegated to aseparateindependent board of directors. Publicly traded operationsincluded Decoma, whichincluded DecomaTrim
and Bestop, Inc. (“Bestop™), the operations of which were closely co-ordinated with Decomasince Decomadirectly owned 40%
of each of DecomaTrim and Bestop asat such date, and Tesma. See“PUBLICLY TRADED TIERONEAND TWOAUTOMOTIVE
MANUFACTURING” below.

In additiontothe Company’ sautomotive operations, the Company has certain non-automotive operationsheld through MEC.
In March 1999, the Company’s Board of Directors approved the establishment of MEC to hold all the non-automotive assets of
Magna. These non-automotive assetswerereorgani zed under M EC during 1999 and approximately 20% of the equity of MEC was
distributed to the Company’ s shareholdersin March 2000. See“ MAGNA ENTERTAINMENT CORP.” below.

Asaresult of the corporate reorganization initiated by Magnain February of 2001 which resulted in the creation of two new
global automotive systems groups, Intier and Magna Steyr, the purchase by Decomain January 2001 of MES and the remaining
60% interest in Decoma Trim owned by the Company and the proposed combination of Magna Steyr and Tesma, the Company’s
operating segments are expected to change in calendar 2001. The operations of Magna's Tier One and Two Automotive
Manufacturing closure, seating and interiors operations as described below have been combined from a management and
operational perspectiveto form Intier. Substantially all of the Company’s Tier 0.5™ Vehicle and Systems Integration operations
(previously operating under the name SteyrSymatec) and Steyr Powertrain divisions described bel ow have been combined from
a management and operational perspective to form Magna Steyr. Magna Steyr will also work in a strategic alliance with the
hydroforming and stamping operations of the Company’s Tier One and Two Automotive Manufacturing businessesto develop
hydroformed modules. The Tesma Letter of Intent contemplates that Magna Steyr and Tesmawill be further combined.

Thefollowing isamore detailed discussion relating to each of the Company’ s operating segments as at December 31, 2000.
Magna’ s operating profitsarenot distributed equally acrossitsfacilities. Consequently, arelatively small number of facilitiesmay
account for asignificant share of itsoperating profitsduring any given period. Salesfigures presented in thisdiscussioninclude
intercompany sales of approximately $160 million for calendar 2000.

TIER 05™ VEHICLE AND SYSTEMSINTEGRATION

As at December 31, 2000, Magna's complete vehicle engineering and assembly operations were provided through
SteyrSymatec. Subsequent to December 31, 2001, SteyrSymatec’ soperationswere combined from amanagement and operational
perspective with the operations of Steyr Powertrain to form Magna Steyr. Magna Steyr isthe world’ s leading supplier of total
vehicle engineering for OEM customers and is one of the world’ s leading suppliers of niche vehicle production, assembly and
concept development. As at December 31, 2000, Magna Steyr operated 12 engineering and assembly facilitieslocatedin Austria,
Germany, France and Missouri as well as 6 product development centres in Michigan, Germany and Austria. In calendar 2000,
SteyrSymatec generated total sales of over $1.0 billion and operating income of approximately $48 million, representing
approximately 10% and 6% of Magna's consolidated automotive sales and consolidated automotive operating income,
respectively. In calendar 1999, SteyrSymatec generated total salesof over $1.1 billion and operating income of approximately $51
million, representing approximately 12% and 8% of Magna' s consolidated automotive sales and consolidated automotive
operating income, respectively.

Magna Steyr assembl esthe M ercedes Benz G-class (including the G-class convertible) and E-class4-wheel drivevehiclesas
well as the M-class 4-wheel drive sport utility vehicle and the Jeep Grand Cherokee for DaimlerChrysler in Europe at its large
vehicle assembly facility in Graz, Austria. It has al so been awarded an assembly contract for, and iscurrently engineering, afuture
SAAB convertiblein Europe. Inaddition, Magna Steyr recently signed aletter of intent for the engineering and assembly of the
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BMW X3 in Europe. In Europe, Magna Steyr also assembles the complete body-in white and complete door systems for the
DaimlerChrysler Smart car at afacility located in Hambach, France.

Magna Steyr’ s engineering and testing capabilities enable it to participate in the vehicle and systems concept and design
processthroughinvolvement in advance devel opment and the preparation of feasibility studies; thedevel opment phaseinwhich
technical calculationsand simulations are performed and full vehicle prototypesare built; and the vehicletesting and production
planning stage. To support these activities and other engineering programs in which it is involved, Magna Steyr operates an
engineering centre in Graz, Austria which employs more than 700 engineers and technicians. In addition, the ACTS technical
centre in Sailauf, Germany, operated through ajoint venture with Intier, focuses on total vehicle saf ety systemsintegration and
supports both companies as well as third party suppliers in the development and testing of their respective systems and
components.

In North America, Magna Steyr operated two product devel opment/engineering centresin Michiganaswell asan assembly
and sequencing facility in Missouri asat December 31, 2000. MagnaSteyr isperforming servicesfor an engineering and assembly
program from Ford in North Americawhich is expected to launch in June 2001. With the assistance of Magna' s other operating
groups, Magna Steyr istaking the lead role in identifying niche vehicle concepts and acting as the systemsintegrator for cross-
group systems or modules in order to assist Magna' s customers in reducing both the development time for, and the cost and
weight of such modules and systems in future vehicle programs. The Company’s management believes that its Tier 0.5™
operations differentiates Magna from its competitors by enhancing and developing Magna's role as a supplier, increases
Magna's chances of obtaining contracts for larger, more complex systems or “chunks’ of the vehicle from its customers and
assists Magna' s customers in bringing derivative or niche vehiclesto market.

TIER ONE AND TWO AUTOMOTIVE MANUFACTURING

Magna's Tier One and Two automotive manufacturing divisions supply avariety of productsincluding: (i) body products
supplied by the Company’ smetallic body and chassi ssystemsdivisions, i ncludingdivisionsproducing hydrof ormed components
and assemblies and other exterior products supplied by the Company’ s wholly-owned exterior systems divisions in Europe; (ii)
interiors products supplied by the Company’s seating and interior systemsdivisions; (iii) four-wheel drive powertrain products
supplied by the Company’s Steyr Powertrain divisions; and (iv) other automotive products supplied by the Company’s closure
and exterior and interior mirror systemsdivisions. Asat December 31, 2000, Magna s Tier Oneand Two automotive manufacturing
operationsconsisted of 88 production and engineering facilities, threejoint venturefacilitiesand 19 product devel opment centres.
In calendar 2000, these operations generated salesin excess of $7.1 billion and operating income of approximately $437 million
representing approximately 71% and 54% of Magna's consolidated automotive sales and consolidated automotive operating
income, respectively. In calendar 1999, these operations generated sales in excess of $6.5 billion and operating income of
approximately $378 million representing approximately 71% and 57% of Magna sconsolidated automotive sal esand consolidated
automotive operating income, respectively.

Body & Chassis Systems
Metallic Body and Chassis Systems

Magna designs, engineers and manufactures a broad range of formed and welded metal automotive parts, components,
assemblies, modules and systems primarily for sale to North American and European OEMs through Cosma. Cosma also sells,
principally to OEMs, stamping tool sand di esand assembly equipment, much of which it designs, manufacturesand subsequently
uses to manufacture productsfor such OEMs. Cosma’ s productsinclude chassis stamping modul es, hydrof orming modules and
systems, stamped exterior body parts, general stampings, engine and brake related stampings and body sheet metal modulesand
systems. In addition, Cosma paints, coats and finishes parts and assemblies manufactured by itself and others. Cosma also
designs and manufactures steel racks, for its own use and also for other customers, that are used for in-process storage of parts
and for shipping parts to the customer. As at December 31, 2000, Cosma operated 24 manufacturing facilitiesin Ontario, lowa,
Kentucky, Maryland, South Carolina Tennessee and Mexico, as well as four product development and engineering centresin
Ontario and Michigan.

As part of the corporate reorganization described above under “ITEM 2. GENERAL DEVELOPMENT OF THE BUSINESS—

OPERATING STRUCTURE”, Cosma transferred operational responsibility for seven of Magna's MATAG stamping and
meta formingfacilities, aswell asone product devel opment centrein Germany and the Smart Car body-in-whitefacility inHambach,
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France to Magna Steyr. Cosma’'s hydroforming and manufacturing operations will work with Magna Steyr to develop
hydroformingmodul es, independent rear suspensionmodul esand “ chassis-on-wheel s"™. Cosmaamal gamatedwiththeCompany
on December 31, 2000 to continue as the Cosma International group of Magna International Inc.

For strategic and other business reasons, Cosma sold its three Powerlasers manufacturing facilities located in Concord,
Ontario, Kitchener, Ontario and Pioneer, Ohio, to Dofasco Inc. in early May 2000.

Cosmaplays an integral role in the development and execution of product programs for individual components, assemblies
and compl ete vehicle body engineering. Product engineering resources, including adedicated design, engineering and prototype
facility located in Michigan, create original engineering drawings, feasibility studies, working prototypes and full-scale testing
programs to meet or, with “black box” capability, establish customer specifications. Manufacturing and engineering personnel
design and build the manufacturing systems, processes and equipment which link the designed product to high quality, efficient
production systems. Advance design engineering and/or prototyping work performed by Cosma can facilitate the award of
production business by OEMs to one or more other operating groups. Tooling facilities within Cosma are capable of designing
and building the tools, dies and assembly equipment needed for consistent production.

During calendar 2000, Cosmasought out new automotive applicationsfor theinternal high pressure hydrof orming technol ogy
whichwasacquired by Cosmaseveral yearsago and subsequently significantly enhanced. Thistechnol ogy, whichisanextension
of alternative existing hydroforming technology, increases the design robustness of many automotive parts with the added
benefits of reducing costsand wei ght. Thisadvanced technol ogy isbeing utilized by Cosmato manufactureframesfor GM’sGMT
800 series of pick-up trucks and sport utility vehicles, at manufacturing facilities located in St. Thomas, Ontario and Saltillo,
Mexico. Three other OEM s al so have production contracts with Cosmawhich utilize the hydroforming processin North America
and Europe for use in both cars and light trucks. GM has also sourced additional hydroforming contracts to Magna on a next
generation vehicle platform and another North American OEM has sourced hydroforming contracts to Magnafor a new North
Americansport utility vehicleand compact pick-uptruck. Discussi onscontinuewith customersregarding additional hydroforming
applications. See “ITEM 2. GENERAL DEVELOPMENT OF THE BUSINESS — SIGNIFICANT DEVELOPMENTS — New
Programs and Technologies, Research and Development and Systems Integrator Initiatives” above.

Exterior Systems

As at December 31, 2000, Magna's exterior systems operations included MES, which supplies plastic and metallic exterior
components and systems, including fascias (bumpers), grilles, body side mouldings, body side panels, plastic and metal trim
products, drip mouldings, headlamp covers, radiator grilles, windshield mouldings, door frames and other exterior components
for OEM customerslocated primarily in Europe, including BMW, Ford/V olvo/Jaguar/Land Rover, DaimlerChrysler, Honda, Opel,
Peugeot, Toyotaand VW. As at December 31, 2000, MES operated eight production facilities |ocated in Germany, Belgium and
the U.K. and aresearch and development centre in Germany.

The MES Group, one of Europe’ s leading high volume exterior systems manufacturers, introduced the use of gas injection
moulding technology for bodyside trimming and has further enhanced the technology for thin wall bumper fascias which are
featured on the Mercedes C-Class line of vehicles. MES is devel oping awide range of other technol ogiesincluding water borne
painting, carrier panels and in-mould decoration and bonding.

On January 5, 2000, Magna sold MES to Decoma as part of the global alignment of product lines. See “ITEM 2. GENERAL

DEVELOPMENT OF THE BUSINESS — OPERATING STRUCTURE” and “— SIGNIFICANT DEVELOPMENTS— Changesin
the Company’ s Operating Structure” above.
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Interiors

Seating Systems

Asat December 31, 2000, Magna’ s seating systems operations were conducted through Magna Seating Systems, a leading
full service supplier of seating systems and components. Subsequent to December 31, 2000, the operations of Magna' s seating
operationswere combined from amanagement and operational perspectivewithitsinteriorsand closure operationsto form Intier
and were renamed Intier Automotive Seating (“IAS’). See “ITEM 2. GENERAL DEVELOPMENT OF THE BUSINESS —
OPERATING STRUCTURE” and “— SIGNIFICANT DEVELOPMENTS — Changes in the Company’'s Operating Structure”
above. |ASis capable of managing the styling, design, development, testing and final assembly of complete seating systemsas
well as all major seat components for its OEM customers.

Asat December 31, 2000, IAS North American complete seat operations consisted of four manufacturing facilities (including
onejoint venture facility) in Ontario, Illinois and Missouri. | ASal so operates compl ete seat system design, styling, engineering,
prototyping and testing facilitiesin Michigan. IAS has the capability to supply complete seating systemsto customer assembly
plants ona“just-in-time” and “ sequenced partsdelivery” basisfor passenger cars, sport utility vehicles, hybrid activity vehicles,
mediumand heavy duty trucks (through ajoint venture) and vans. During calendar 2000, compl ete seating systemsweredelivered
just-in-time and in-sequence to several OEMs, including Ford, Mitsubishi and DaimlerChrysler. IAS has been awarded new
contracts to supply complete seating systems for anew DaimlerChrysler vehicle, the next generation of Ford minivans, the next
generation of Saturn small cars and anew sport utility vehicle from Saturn.

In North America, IAS also designs, engineers and manufactures seat adjusters, recliners and other seat mechanisms, seat
covers, headrests, armrests, polyurethanefoam padsand other componentsfor both OEM customersandtheir Tier Onesuppliers.
As at December 31, 2000, these operations consisted of eight manufacturing facilities in Ontario, lowa, Tennessee, Texas and
Mexico.

Asat December 31, 2000, IAS European complete seat operations consisted of six manufacturing facilities including two in
the U.K., onein Belgium and three in Germany. |AS also operates complete seat system design, engineering, prototyping and
testing facilitiesin Germany and the U.K. During calendar 2000, complete seating systems were delivered in Europe just-in-time
to several OEMs, including Ford, 1zuzu, Land Rover, VW and DaimlerChrysler. | AS has been awarded new seating system supply
contracts from VW, Seat, DaimlerChrysler and a GM/Renault joint venture.

In Europe, | A Salso engineersand manufactures seat frames, mechanisms, metal stampings, split panels, seat coversand other
seating components for both OEM customersand their Tier One suppliers. Asat December 31, 2000, these operations consisted
of four manufacturing facilities including one located in the U.K., one in Germany and two in the Czech Republic.

As at December 31, 2000, IAS also had an Asian operation, Shanghai Lomason Automotive Seating Company Limited
(“Slassco”), whichisa50/50joint venturewith Jiao Y un Co., L td. Slassco manufactures seat frames, mechanisms, metal stampings,
hood latchesand aftermarket compl ete seats. Theresultsof thejoint ventureareaggregated with |AS North American operations
for financial reporting purposes. Its principal customers include Shanghai Volkswagen, Shanghai General Motors, Johnson
Controls, Inc. (“JCI”) and Bestop.

| A Sparticipatesina50/50 joint venturewith Namba PressWorks Co., Ltd. of Japan. Thejoint venture company, Bloomington-
Normal Seating Company, islocated in Normal, I1linois and manufactures seating systemsfor Mitsubishi M otors Manufacturing
of America, Inc.

IASisalso aparticipant with Grammar AG in a50/50 joint venture company, called GRA-MAG Truck Interior Systems, LLC
(“GRA-MAG”)which, commencingin 2001, will supply truck seating systemsto theNorth American medium and heavy-duty truck
market. GRA-MAG has secured business with amajor North American truck producer to supply, from its manufacturing facility
in Grove City, Ohio, suspension seating systems developed and engineered by Grammar AG. GRA-MAG also has a sales and
engineering office located in Novi, Michigan.
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IAS aso owns aminority (32%) equity interestin CAMACO, aregistered minority supplier. CAMACO operates two metal
seat frame plants located in Columbus, Nebraska and Marianna, Arkansas and asalesand engineering officein Novi, Michigan.
The remaining equity interestin CAMACO is owned by P& C of Novi, Michigan.

IAS develops products with afocus on the end consumer, maximizing delivered valueto its OEM customers while achieving
world class quality, functionality and value. IAS has developed innovative solutions to meet customer needs including the
MagnaMap™ system of comfort analysis in the seat design process, the patented Fold and Tumble™ family of seating
mechanisms which allow for additional storage space aswell as easier passenger entry, an award winning lightweight seat which
reduces the amount of metal and foam required resulting in significant weight reduction ascompared to atraditional bucket seat,
aswing-up seat which swingsupintotheceiling of thevehiclefor self-storage all owing for weight reduction and increased under-
seat storage when the seat isin the down position, self positioning and spray urethane head restraints providing for enhanced
occupant protection and cost reduction. IAS has developed industry leading integrated restraints (ABTS) and is also actively
working with seat restraint suppliers to develop next generation occupant sensing capabilities both of which offer the potential
forenhanced occupant protection. |AS' history of innovationincludesdesigning and devel oping seatsfor the Plymouth Prowler,
which feature alightweight all-aluminium seat frame (an industry first) combined with Magna’'s mold-in-place technology seat
cushions and loose face leather covers. In conjunction with DaimlerChrysler, |AS developed and is currently producing a
patented, award winning child seat which is integrated into the traditional passenger bench seats of vehicles manufactured by
several OEMsworldwide. IASistheleading supplier of manual seat mechanismsin North America.

Interior Systems

Asat December 31, 2000, Magna’ sinterior systemsoperationswereconducted through Magnalnterior Systems, afull service
supplier of completevehicleinteriorsand avariety of interior trim systems and components, including instrument panels, cockpit
modules, consoles, packagetrays, overhead systemsand sidewall systems. Subsequent to December 31, 2000, Magna' sinteriors
operationswere combined from amanagement and operational perspectivewith Magna' s seating and closure operationsto form
Intier and were renamed Intier Automotive Interiors (“1A1"). See*ITEM 2. GENERAL DEVELOPMENT OF THE BUSINESS —
OPERATING STRUCTURE” and “— SIGNIFICANT DEVELOPMENTS — Changes in the Company’ s Operating Structure”
above. Asat December 31, 2000, IAl operated six North American manufacturing or sequencing/assembly facilities located in
Michigan and Illinois and two engineering centresin Michigan. One of IAl’ sfacilitiesis aninety percent (90%) owned tooling
facility in Michigan that designs and builds automotive tooling for IAl and other Magna divisions and outside customers. An
additional facility isbeing established in Ontario to produce complete overhead systems.

IAl designs, engineers, manufactures and sequences cockpit modules, instrument panels, consoles, glove boxes, door trim
panels, door casings, instrument panel topper pads, sunvisors, automotive carpets, trunk linings, interior panels and multi-
functional carpet and sound insulation systems aswell as other interior components and systems for OEM customers located
in Europe, including BMW, Ford/Jaguar/Land Rover, GM/Opel, DaimlerChrysler, Nissan and VW. As at December 31, 2000, IAl
operated five wholly-owned facilities in the U.K., seven in Germany, two in Spain and one in Austria, as well as three product
development centresin Germany, Austriaandthe U.K. Al also operatesan additional facility inthe U.K. throughitsjoint venture
with Kansei Corporation, aNissan keiretsu member, principally to supply Nissan U.K. withinstrument panels, consolesand glove
boxes using injection moulding technology.

In calendar 1999, |Al was awarded the total interior (excluding seats) for the 2002 GM Cadillac Catera. Asthe integrator for
the program, Al managed the design, engineering and development of the interior, including a complete cockpit module, from
clay through production and will also have manufacturing responsibility. As part of the program, 1Al built a state of the art
assembly and sequencing facility outside Cadillac’ snew assembly plant, fromwhichit will providethe plant’ sentirerequirements
for complete cockpits, overhead systems, door trim, consoles, garnish, and carpets.

Asat December 31, 2000, IAl wasinvolved in anumber of technology development projects, including, in conjunction with
Decoma, ajoint development program with Dow Chemical to produce interior trim components from nano-composite polymers
which providewei ght reductionandimproved performance. Other devel opmentsincludeaproprietary skin cast technology known
as TurboCast™ which makes three dimensional interior skin covering for door panels, instrument panels and consoles and a
proprietary headliner substrate known as Magnabond™, which incorporates safety design features directly into the headliner
composite.
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Powertrain

Asat December 31, 2000, Magna’ s powertrain operations, excluding Tesma, were conducted through Steyr Powertrain, which
produces avariety of chassis and powertrain systems and modules predominantly for 4-wheel drive passenger cars and sport
utility vehicles, including transfer cases, differentials and all-wheel-drive couplings, axle drives and chassis modules. Steyr
Powertrain also devel oped mass-balancing systems designed to reduce engine noise and vibration which are supplied to BMW
and Audi. As at such date, Magna Steyr’s powertrain operations operated two manufacturing facilities in Austria and two
assembly facilities located in Georgia and Mexico which were opened in calendar 2000 to support new four wheel drive system
business awards from GM. Subsequent to December 31, 2000, the operations of Steyr Powertrain were combined from a
management and operational perspective with the operations of SteyrSymatec to form Magna Steyr. In May 2001, the Company
enteredinto the TesmaL etter of Intent with Tesmaconcerning the proposed combination of Magna Steyr and Tesma. See“| TEM
2.GENERAL DEVELOPMENT OF THEBUSINESS— SIGNIFICANT DEVELOPMENTS—Changesinthe Company’ s Operating
Structure” above.

Other Automotive
Closure and Electromechanical Systems

As at December 31, 2000, Magna's closure and electromechanical systems operations were conducted through Atoma
International Corp. (“Atoma’). Subsequent to December 31, 2000, the operations of Magna' s closure operations were combined
from a management and operational perspective with its seating and interiors operations to form Intier and were renamed Intier
Automotive Closures (“1AC"). See“ITEM 2. GENERAL DEVELOPMENT OF THE BUSINESS — OPERATING STRUCTURE’
and “— SIGNIFICANT DEVELOPMENTS—Changesin the Company’ s Operating Structure” above. |AC designs, engineers
and manufactures closure systems (including door hardware, window regulators, door modules, power sliding doors and power
liftgates) and el ectromechanical systemsfor theautomotiveindustry. Asat December 31, 2000, | A C operated seven manufacturing
facilities in Ontario. In addition, as at December 31, 2000, IAC had operational responsibility for the following businesses: (i)
Atoma Roltra, asupplier of automotive latches, window regulators, cable systems, door modules and gear shift mechanismswith
three facilitiesin Italy and Poland; (ii) Atomado Brasil, asupplier of automotive latches and window regulators with one facility
in Brazil; and (iii) PAL International, a supplier of electric motors for windshield wiper applications, wiper systems and non-
automotive applications with one manufacturing complex in the Czech Republic. 1AC also operated four product devel opment
centres in Ontario, Michigan, the U.K. and Germany. MagnaWorks L.L.C., a70/30joint venture between IAC and Magellan DIS,
Inc., asubsidiary of Orbital Sciences Corporation, engineers and markets advanced vehicle navigation systems for use in the
automotive industry.

During calendar 2000, Atoma divested itself of three operations for which it previously had operational responsibility,
Webasto, Master Precision Inc. (“Master Precision”) and Invotronics Mfg. The 50% interest in Webasto was sold to Webasto
A GFahrzeugtechnik of Germany. Webasto supplied manual and power sunroof systemsfrommanufacturing facilitiesin Michigan
and Kentucky at thetime of the sale. M aster Precisionwastransferred effective December 31, 2000to an affiliate. Master Precision
supplied fuel filler doors and parking brake assembliesfromitsfacility in Scarborough, Ontario. The business conducted by the
Invotronics Mfg. division, which consisted of the design, engineering, manufacture and sale of certain electromechanical and
electrical products, including control modules, actuators and electrical switches, was sold to affiliates of C-MAC.

I ACspecializesin the manufacture of automotive door hardware and closure systems and mechanical assemblies. 1t designs,
engineers and manufactures door hardware components and mechanisms, including power and manual window regulators, door,
hood and trunk latching systems and rel ease mechanisms of various types and designs, wiper systems and other assemblies.
Recent product developmentsinclude: (i) power sliding doors and power liftgates which have obstacle detection capabilitiesfor
improved safety; (ii) door closuresensorsthat automatically adjust doorsto weather, vehicleageandincline; and (iii) an advanced
electronic latching system with programmable logic for double lock, child lock and central lock features as well as independent
control of door handles. IAC also conducts ongoing development work on new concepts in door modularization at the Atoma
Technical Centrein Newmarket, Ontario and the engineering centre in Livonia, Michigan. Technological development programs
include amodular door system utilizing a plastic carrier plate which provides OEMs with cost and weight reductions.
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Mirror Systems

Magna’' s mirror systems operations are conducted through MMS, whichisone of the largest mirror systems suppliersinthe
world. MM S designs, engineers and manufactures a variety of mirror systems, including exterior mirrors, integrated turn signal
mirrors, mirrorswith memory function, interior mirrors(including thosewithinfra-red theft protection), interior lights, grab handles
and other plastic components and assemblies. As at December 31, 2000, MM S operated eight plants, three in Germany, threein
Michigan and one in each of Austriaand the Slovak Republic. To support these facilities, MM S possesses significant in-house
capabilities for the testing and validation of mirror systems and operates two product development and engineering centres
locatedin Michiganand Austria. It also operatesseveral salesofficesin North Americaand Europeinorder to supportitsdiverse
customer base, which includes VW/Audi, BMW, DaimlerChrysler, GM, Honda, Jaguar, Land Rover and Toyota.

MM Shasdevel oped, or iscurrently devel oping, abroad range of advanced mirror technol ogiesin North Americaand Europe,
including an extendable mirror; a self dimming mirror; an advanced mirror positioning system; illuminated foil lighting which
transmits less heat and costs and weighs less than incandescent bulbs; close proximity warning devices; a new transparent
heating system which provides faster defrosting time and less current consumption; and various actuator designs and
technologies.

PUBLICLY TRADED TIER ONE AND TWO AUTOMOTIVE MANUFACTURING

Tier One and Two publicly traded automotive manufacturing divisions supply avariety of products including exterior body
products supplied by DecomaExterior Systems (“DES”) (whichincludes Decoma, apublicly traded company, DecomaTrim and
Bestop) and powertrain products supplied by Tesma, apublicly traded supplier of engine, transmission and fueling systemsand
components. Magna's Tier One and Two publicly traded automotive manufacturing operations consist of production and
engineeringfacilities. In calendar 2000, these operationsgenerated sal esof over $2.0 billion and operating income of approximately
$181 million representing approximately 20% and 22% of Magna's consolidated automotive sales and consolidated automotive
operating income, respectively. In calendar 1999, these operations generated sales of over $1.7 billion and operating income of
approximately $131 million representing approximately 19% and 20% of Magna’ sconsolidated automotive salesand consolidated
automotive operating income, respectively.

Tesmalnternational Inc.

Tesma is a global supplier of highly-engineered engine, transmission and fueling systems, assemblies, modules and
components for theautomotiveindustry, including such North American and European OEM sasGM/Opel, Ford, DaimlerChrysler
and VW, as well as other OEMs in the Asian Pacific and South American markets. Tesma is a public company whose Class A
Subordinate Voting Shares are listed on The Toronto Stock Exchange and quoted on the Nasdag National Market.

Asat December 31, 2000, Tesma's operations consist of 21 manufacturing facilities (including one joint venture) located in
Ontario,NovaScotia, Michigan, Germany, Austriaand South K orea, and two advanced product research and devel opment centres
in Ontario and Austria. Most manufacturing facilities, which are arranged geographically to match the requirements of Tesma’'s
customers in each major automotive market, have the technological product and processing capabilities to supply a variety of
parts and assemblies, spanning across Tesma' s engine, transmission and/or fueling systems product lines.

On aproduct basis, Engine Systems represent Tesma' s largest and most mature product area. Current products include: the
Litens Automotive accessory and timing belt drive tensioner products and systems and other highly engineered drive system
products (overrunning alternator decoupler assemblies, idler pulley assemblies, multi-function crankshaft pull ey assembliesand
driveshaft assemblies); steel, phenolic (plastic) and aluminum pulleysfor virtually all engineapplications(crankshafts, alternators,
power steering pumps, air conditioning compressorsandwater pumps); torsional vibrationdampers, crankshaftisol atorsand other
vibration attenuation devices; aluminum die cast and precision machined oil pans, cam covers and engine front cover plates;
cooling system cross-over tubes, injection moul ded water outl et assemblies and thermostat housings; and, most recently, engine
oil and water pump systems.

Transmission Systemsproductsrepresent Tesma’ sfastest growing product area. Applying variousinnovative manufacturing

capabilities and metal processing technologies - including die-forming, flow-forming, stamping and spinning, synchronousroll-
forming, die-splinerolling, precision heavy-stamping, fineblanking, die casting and precision machining - often in combination,
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Tesma' s Transmission Systems business supplies unique components and assembliesthat offer performance, weight, cost and
packaging advantages. Current Tesma Transmission System productsinclude: flexplates (both one- and two-piecedesigns); die-
formed/flow-formed/castand machined transmission clutch housings; stamped and assembl ed transmi ssion il pans; clutch hubs,
pistons, damper plates, reaction shells, shift detent plates and other transmission components; and, most recently, torque
converterdamper plateassemblies, transmission oil pumpsand servo pistonand accumul ator assembliesand complex components
for continuously variable transmission applications.

Fuel Systems products provide significant growth potential for Tesma. Using metal processing and plastic injection moulding
capabilities,including plastic wel ding, automated assembly, steel tube bending and end-forming, hydrof orming and stai nlesssteel
plasmawelding, Tesmahasestablished areputationfor innovative, lightweight and environmental ly responsibl evehiclerefueling
systems product development and supply in both Europe and North America. Current Tesma Fuel Systems products include:
traditional automotive caps(fuel, radiator, coolant reservoir and oil); fuel filler neck assemblies; vapour recovery valves/systems;
filler and vent tubes; and, most recently, thin walled, stainless steel “cap-to-tank” fuel filler modules (integrated refueling units
consisting of the fuel cap, filler inlet and filler pipe or tube, plus, in some applications “on-board refueling vapour recovery”
(ORVR) system technology) and “capless” or “comfort” refueling systems (where for convenience and ease of use, thefuel cap
iseliminated and its functionality re-engineered into the remaining “ on-board” filler inlet and pipe).

Decoma Exterior Systems

DESis the largest independent North American supplier of automotive bumper components, assemblies and modules and a
leading supplier of plastic body panelsand exterior appearance systemsfor carsand light trucks. Asat December 31, 2000, DES
was organized into the following three operating groups which are organized on a product line basis: Decoma (plastic fascias,
energy absorber beams, body panels, grilles, lenses, appliquesand polymeric glazingsand lighting products), DecomaTrim (body
seal s, various exterior mouldings, running boards and lamp bezel sand retainers) and Bestop (fabric tops, related framing systems
and accessories).

Decoma I nternational Inc.

Decomaisapublic company whose Class A SubordinateV oting Sharesarelisted on The Toronto Stock Exchange and quoted
on the Nasdaq National Market. Its principal manufacturing operations are engaged in the design, engineering, manufacture and
sale of plastic fascia systems and body panels primarily to OEMs located in Canada, the United States, Mexico, Belgium and
England. As at December 31, 2000, Decoma operated 19 manufacturing and engineering facilities in Ontario, Quebec, Michigan,
Ohio, Illinois, Mexico, Belgium and England as well as three product devel opment and engineering centresin Ontario, Michigan
and England.

The products produced by Decoma include front and rear fascias (bumper covers), grilles, energy absorbers, bodyside
claddings, tail and head lamp lenses, appliques, polymeric glazings (fixed windows), together with assembled bumper modules
whichincorporate certain of theforegoing parts, and plastic exterior horizontal and vertical body panels. Withinthisproduct area,
Decoma possesses a full range of manufacturing capabilities to produce tools and moulds to support parts production and for
saleto third parties. Moulding technol ogies utilized by Decomainclude thermal plastic injection, low stressacrylic injection and
reaction injection. Decoma’s facilities also include prime and paint finishing facilities located throughout Canada, the United
States, Mexico and England. Painting capabilities include both solvent and water-based base coat and one component and two
component clear coat paint lines.

Decomais engaged in the following joint ventures:

(i) Modular Automotive Systems, LLC (*“MAS"), a Michigan based minority-controlled sequencing and sub-assembly
operation which was formed in May 2000. MAS is certified as a minority business enterprise under the certification
guidelines of the Michigan Minority Business Development Council. In accordance with such guidelines, Decoma
International of America, Inc. holds40% of the venture and Hollingsworth L ogi stics Group, LL C holds and maintains both
amajority interest and management control of MAS; and

(ii) DecomexInc., an Ontario joint venture company formed in August, 1997 to acquire, through its Mexican operating

subsidiary, Decoplas S.A. de C.V., the moulding and painting operations of Ayareb S.A. de C.V. Decoma holds a 70%
interest in Decomex, with the remaining 30% interest held by Corporacion Activa, SA.deC.V.
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In addition to its principal manufacturing operations, Decoma al so designs, engineers, manufactures, assemblesandinstalls
spoilers, rocker panels, splash guards and air dams. In this product area, Decoma also performsin-line vehicle system assembly
work primarily for certain GM specialty vehicle production programs.

In October 2000, Decoma acquired the remaining 49% minority interests in the Conix Group from Visteon. The Conix Group
operates fivemoulding, finishingandtooling operationsin Canada, the United States, England and Bel gium and hasapproximately
2,500 employees worldwide. Although Ford anditsvariousoperating groups continueto bethe principal customersof the Conix
Group, certain companies within the group have secured new business from GM.

On December 31, 2000, Decoma maintained a40% equity investment in each of DecomaTrim and Bestop in order to facilitate
the coordination of its operating activities with each of these companies and the development of strategic Tier Two supply
arrangements with them. Decoma’s investments in each of Decoma Trim and Bestop were (and continue to be in the case of
Bestop) subject to shareholders agreements with the Company which held the majority 60% equity interest in each company on
such date. In January 2001, Decoma purchased MES and the remaining 60% interest in Decoma Trim owned by the Company.
See”ITEM 2. GENERAL DEVELOPMENT OF THEBUSINESS— SIGNIFICANT DEVELOPMENTS—ChangesintheCompany’s
Operating Structure” above.

Decoma Exterior Trim Inc.

DecomaTrim isaleading North American Tier One supplier of exterior ornamentation and sealing and greenhouse systems
products with seven manufacturing divisions located primarily in southern Ontario. Decoma Trim suppliesits customers, which
includeFord, GM and DaimlerChrysler, with bright metal, plastic and co-extruded trim products, including belt moul dings, window
surround modules, body seals, rocker panel mouldings, bodyside mouldings, window mouldings, air dams, wheel opening
mouldings, grilles, running boards, appliques and lamp bezels and retainers. Manufacturing processes utilized by DecomaTrim
include injection moulding, metal stamping, roll-forming, co-extrusion, anodizing, E-coating, chrome plating and painting.

Bestop, I nc.

Bestop is aleading North American Tier One supplier of fabric tops, related framing systems and accessories for OEM and
aftermarket applications(principally for sport utility vehicles). Bestop suppliesitsOEM customers, whichincludeDaimlerChrysler,
CAMI, Suzuki, Isuzu, Toyotaand Ford, from two manufacturing facilitieslocated in Colorado and onein Georgia. Manufacturing
processes utilized by Bestop includefabric cutting and sewing, clear PV C cutting, metal fabricating and welding. Bestop also has
aproduct development and engineering centre in Colorado.

CORPORATE AND OTHER

MID currently owns substantially all of Magna swholly-owned automotivereal estate. L ong-termleaseson fair market value
terms and conditions have been signed by MID and the relevant operating groups or divisions which occupy each of these
properties. MID currently operates as a stand-alone profit centre, and will design, construct and/or manage substantially all of
Magna’ s current and future wholly-owned automotive real estate.

MAGNA ENTERTAINMENT CORP.

In March 1999, consistent with the commitment made by the Company in March 1998, the Company’s Board of Directors
approved a proposal to establish a separate public company to hold all the non-automotive assets of Magna. On November 5,
1999, M agnacompl eted areorgani zation under whichitsNorth American and European non-automotivebusinessesandreal estate
assets weretransferredto MEC. During thecourseof thereorgani zation, M agnatransferred assetsand settled someintercompany
indebtedness through the issuance of approximately $300 million of shares of MEC stock. The Company also subscribed for
shares of MEC stock with a value of approximately $250 million. On March 10, 2000, the Company completed the spin-off of
approximately 20% of the voting equity of MEC by distributing by way of special stock dividendto its shareholdersan aggregate
of 5,246,085 shares of MEC' sClass A Subordinate V oting Stock and 10,460,859 Exchangeable Shares of MEC Holdings (Canada)
Inc., each of which is exchangeable for one share of MEC Class A Subordinate V oting Stock. Asof March 28, 2001, the Company
owned, directly and indirectly, all the issued and outstanding Class B Stock of MEC and 4,362,328 Exchangeable Shares which



entitled the Company to exercise approximately 98.5% of the aggregate total votes attaching toall of MEC’ soutstanding voting
securities.

In connection with the spin-off of MEC, the Company made a commitment to its shareholders that it would not, for a period
of approximately seven years ending on May 31, 2006, without the prior consent of the holders of a majority of the Company’s
Class A Subordinate Voting Shares: (i) make any further debt or equity investment in, or otherwise give financial assistanceto,
MEC orany of MEC’ ssubsidiaries; or (ii) invest in any business or assets determined in good faith by theindependent directors
of the Company to be non-automotive-related and not ancillary or incidental to Magna' s automotive-related business, other than
through the Company’ sinvestment in MEC. This commitment is contained in aforebearance agreement between MEC and the
Company in which the Company’ s shareholders are express third-party beneficiaries.

MEC acquires, develops and operates horse racetracks and related pari-mutuel wagering operations and provides related
simulcasting. Its horse racing operationsinclude eight horse racetracks, namely: Santa Anita Park, Golden Gate Fields and Bay
Meadows Racecourse in California; Gulfstream Park in Florida; Thistledown in Ohio; Remington Park in Oklahoma; Great Lakes
Downsin Michigan; and The Meadows in Pennsylvania. Great L akes Downs and the operations of Bay Meadows Racecourse
were acquired in calendar 2000. The Meadowswasacquiredin April 2001. Asat December 31, 2000, MEC had approximately 1,450
employees.

As acomplement to MEC’s horse racing business, it is exploring further development of its electronic account wagering
operations, including expanded telephone account, interactive television and Internet-based wagering, as well as real estate
projects on the land surrounding certain of itsracetracks, subject to regulatory requirements. Inaddition, MEC ownsareal estate
portfolio which includes a gated residential project under development, together with a championship golf course and related
recreational facilitiesin Europe, another championship golf course scheduled to open this summer in Aurora, Ontario and other
real estate.

MEC's Class A Subordinate Voting Stock is listed and quoted for trading on the Nasdag National Market and listed and
posted for trading on The Toronto Stock Exchange. In addition, Exchangeable Shares of MEC Holdings (Canada) Inc., each of
whichisexchangeablefor oneshare of MEC’ sClass A SubordinateV oting Stock, arelisted and posted for trading on The Toronto
Stock Exchange.

RESEARCH AND DEVELOPMENT

Magna has historically emphasized technological development and has a policy, embodied in its Corporate Constitution, to
allocate aminimum of 7% of itsPre-Tax Profitsfor each fiscal year to research and devel opment during such fiscal year or the next
succeeding fiscal year. See” I TEM 8. CORPORATE CONSTITUTION" below. Magnahasincurred expenses, net of related capital
expenditures and expenditures funded by governments or customers, of approximately $166 million during calendar 2000.

Magna'’ s past development activities have resulted in new and improved manufacturing processes and proprietary products,
including improved door locks, seat tracks, new manufacturing processes for reaction injection moulded urethane bumpers,
automotive trim parts, a variety of pulleys and proprietary systems such as two-speed accessory drive systems and automatic
belt tensioning systems, modular doors, exterior mirrors, foam-in-place seating, built-in child safety seats, hydrof ormed products,
urethane thermoset and other plastic compositesfor use in door panels, plastic body panels, removable roof panels and side
windows, LED-sourced lighting, power liftgates and other products. Magna expects its involvement in the development of
manufacturing and product technology in cooperationwith OEM stoincreaseasthe OEM sfurther involvesuppliersinthevehicle
development process as Tier One suppliers. See “ITEM 2. GENERAL DEVELOPMENT OF THE BUSINESS — RECENT
INDUSTRY DEVELOPMENTS’ and “— SIGNIFICANT DEVELOPMENTS— New Programsand Technologies, Research and
Development and Systems Integrator Initiatives’ above.
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MANUFACTURING AND ENGINEERING

Asat December 31, 2000, Magna had 166 automotive manufacturing facilities (including 4 joint venture facilities), of which
99 arein North America, 62 are in Europe, two are in Korea, two are in Brazil and one isin China. Such manufacturing facilities
occupied approximately 29 millionsquarefeet, of which approximately 80% wasowned directly or through M1D and the remainder
was leased from third parties, typically under leases having terms of five years or more, with optionsto renew. As at December
31, 2000, Magna’ sautomotive manufacturing facilitiesranged in sizefrom approximately 15,000 to approximately 1.1 millionsquare
feet of floor space and most maintained an in-house tooling capability with a staff of experienced tool and die makers. As
production has become more automated, the size and potential production capacity of thetypical facility hasincreased. Magna
is currently operating many of its manufacturing facilities on a multi-shift basis.

Asat December 31, 2000, Magna also operated 31 automotive product devel opment/engineering facilities,4in Canada, 12in
the United States, 13 in Europe, onein Japan and one in India. Such facilities occupy approximately 1.6 million square feet, of
which approximately 53% was owned directly or through MID and the remainder was leased from third parties typically under
leases having terms of five years, with optionsto renew.

Magna purchases its raw materials to the extent possible from domestic suppliersin Canada, the United States and Europe.
Factors such as price, quality, transportation costs, warehousing costs, availability of supply and timeliness of delivery have an
impact on the decision to sourcefrom certain suppliers. Inthepast it hasbeen necessary to purchase raw material s offshorewhen
shortages of materials such as certain high quality grades of steel have occurred. However, to date, Magna has not experienced
any significant difficulty in obtaining supplies of parts, components or raw materials for its manufacturing operations and does
not carry inventories of either raw materials or finished products in excess of those reasonably required to meet production and
shipping schedules. In addition, existing supply agreements with steel manufacturers should help to mitigate the effects of any
future shortages on Magna.

HUMAN RESOURCES

As at December 31, 2000, Magna had approximately 62,000 automotive employees, including 18,700 in Canada, 21,300 in
Europe, 12,200 in the United States, 8,500 in Mexico, 915 in Asiaand 310 in Brazil.

Magnais committed to an operating philosophy which is based on fairness. The principles of this philosophy asit relatesto
employees are outlined in Magna' s Employee Charter of Rights. In addition, “Fairness Committees’ function in substantially all
of its North American manufacturing facilities. These Committees enable employeesto have many of their concernsresolved by
acommittee comprised of both management and empl oyees, voting by secret ballot. In calendar 2000, M agnacreated the position
of Employee Advocate to work with employees to ensure that any problems which arisein the workplace are addressed quickly
and in accordance with Magna sEmployee Charter of Rights, its Corporate Constitution and itsoperating principles. Ultimately,
every Magna division will have an Employee Advocate who can only be removed if more than 50% of the employees at the
applicable division vote to remove him or her through an annual secret ballot.

The Company has established many employee communication programs, such as regular divisional monthly meetings,
continuous improvement team meetings, an employee hotline and employee opinion surveys to help ensure employee
involvement. In addition, Magnamaintains a 100 acre recreational park within 20 milesof most of its Toronto-areafacilitiesfor the
use of Magna employees and their families.

As at December 31, 2000, Magna was not a party to a collective bargaining agreement in North America with any of its
employees, except for:

. an agreement with the employees of Autotek (Puebla), adivision of Cosma, who are members of the Union of Workers
and Employees of Diversified Industries and Occupations (FROC-CROC);
. an agreement with the employees of Autotek (Saltillo), a division of Cosma, who are members of the Mexico

Confederation of Workers (CTM);
. an agreement with the employees of Decoplas, a division of Decoma, who are members of the Labor Union of Iron and

Metalsin General, Similar and Related Industries of the State of Mexico;
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. an agreement with the employees of Integram St. Louis, aseating division of IAS, who are members of the I nternational

Union, United Automobile, Aerospace and Agricultural Implement Workers of America (the“UAW”); and
. an agreement with the employees of Excelsior Springs, a seating division of |AS, who are members of the UAW.

Autotek islocated in Pueblaand Saltillo, Mexico and had approximately 1,620 employees at December 31, 2000. Decoplasis
located in Cuautilan I zcalli, Mexico and had approximately 1,595 employees at December 31, 2000. Integram St. Louisis |ocated
in St. Louis, Missouri and had approximately 580 empl oyeesat December 31, 2000. Excelsior Springsislocatedin Excelsior Springs,
Missouri, and had approximately 260 employees at December 31, 2000.

Asat December 31, 2000, Magnawas not a party to a collective bargaining agreement in the U.K. with any of its employees
except for:

. approximately 645 employees of 1Al Europe are members of the Transport and General Workers Union (Lenham), the
General Municipa and Boilermakers Union (Bitton) and the Amalgamated Engineering and Electrical Union;

. approximately 880 employees of IAS Europe are members of the I.ST.C. (Wire Workers), T.G.W.U., A.EEU,,
G.M.B.A.T.U. and M.SF. trade unions;

. approximately 185 employees of MES Europe are members of the A.E.E.U. trade union; and

. approximately 60 employees of MM S are members of the T.G.W.U. trade union.

In addition, certain of Magna's other European employees benefit from national industry-wide agreements relating to
compensation and employment conditions and are members of in-house employees’ associations. Furthermore, some racetrack
and pari-mutuel employees working at racetracks owned by MEC are members of various unions which customarily represent
employees in the racing industry. The collective bargaining arrangements of several tracks, most notably those located in
Cadlifornia, are governed by multi-employer collective agreements.

During calendar 1999, employees of Integram Windsor, a seating division of IASin Windsor, Ontario voted on certification
of the National Automobile, Aerospace, Transportation and General Workers Union of Canada (the“CAW?") at such plant. The
votes counted at the time of the vote indicated a result in favour of unionization, however, a number of votes had not been
counted and were the subject of aproceeding before the Ontario Labour Relations Board (“ OLRB”). Certain other aspects of the
vote, including allegations by Magna of unfair labour practices, were appealed to the OLRB. In February 2001, Magna and the
CAW agreed to a process to attempt to negotiate a collective agreement for the employees at Integram Windsor in an effort to
resolve the OLRB proceedings. Asat December 31, 2000, there were approximately 900 employees at Integram Windsor.

In May 2000, the UAW commenced new unionization drivesin respect of seven Magnafacilitiesin Michigan. Theemployees
at Magna s Brighton Interior Systems (“BIS”) facility in Brighton, Michigan voted in favour of unionization and negotiationsfor
a collective agreement are currently underway between the UAW and BIS in respect of such employees. The employees at
Magna s Versatrim facility in Howell, Michigan, Vehmafacility in Troy, Michigan, LexaMar facility in Boyne City, Michigan and
Versatrim Assembly and Sequencing facility in Auburn Hills, Michigan voted against unionization. The vote count at two other
Magnafacilitiesin Alto, Michigan and Warren, Michigan have been delayed pending hearings with respect to such votes being
held before the U.S. National Labor Relations Board. Currently, the Versatrim facilities at Howell, Warren and Auburn Hills are
subject to an election order as aresult of unfair labour practice complaints. As at December 31, 2000, there were approximately
500 employees at BIS.

Fromtime to time, various unions continually seek to represent various groups of Magna employees. There can be no
assurance that Magnawill not become party to additional collective bargaining agreementsin the future.

Magna believesthat its employees should have an equity interest in the Company. In order to foster employee participation
in share ownership and profits, it has established Canadian, U.S., Austrian and U.K. Employee Equity and Profit Participation
Programs (the “Profit Sharing Programs’). The philosophy of employee ownership is fundamental to the Company and is
enshrinedinthe Corporate Constitution which providesthat the Company all ocate 10% of theitsannual EmployeePre-Tax Profits
Before Profit Sharing to employee profit sharing programs (including the new Pension Plan) each fiscal year. See “ITEM 8.
CORPORATE CONSTITUTION” below. In the past, the Profit Sharing Programs have invested in Class A Subordinate Voting
Shares and Class B Shares which areheld in trust for participating employees. Asaresult of the recent spinoff of MEC, the Profit
Sharing Programs now also hold MEC Class A Subordinate Voting Stock. Asat March 28, 2001, the Profit Sharing Programsheld
3,670,410 Class A Subordinate Voting Shares of the Company or approximately 4.74% of the classand 111,444 Class B Shares of
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the Company or approximately 10.15% of the class. On retirement, and in certain other limited situations, participating employees
receive either the Company’s shares or the cash equivalent of the then market value of allocations held on their behalf by the
trustee of the applicable Profit Sharing Program.

Following their successful spinoffs, both Tesma and Decoma established their own Employee Equity and Profit Sharing
Programs on substantially similar terms as the Company’s programs which invest in the Class A shares of their respective
companies.

Infiscal 1992, Magnaintroduced agroup retirement savingsplan (“GRRSP”) in Canadaand a“ 401(k) plan” intheUnited States
whereby employees’ contributionsthrough payroll deductionsarepartially matched by Magna. Theseplanscomplement the Profit
Sharing Programs and are designed to assist employees in providing replacement income for retirement. In addition, effective
January 1, 2001, Magnaisintroducing the Pension Plan in which Canadian and U.S. employeesof the Company anditsaffiliates
may elect to participate. Those employeeswho choose to participate in the Pension Plan will receive a reduced profit sharing
allocation (6% rather than 10%) and will not be eligible to receive the Company match on their GRRSP or 401(K) contributions.

Members of management who have senior operational or corporateresponsibilitiesreceivearemuneration packageconsisting
of abase salary (which in most instancesislower than industry standards) and an incentive bonus generally tied to the profits
of the division in the case of its general manager, the operating group in the case of group managers and Magna as awholein
the case of certain senior corporate officers. These employees are not eligible to participate in the Profit Sharing Programs, the
Magna match under the GRRSP/401(k) plans or in the Pension Plan. See “ITEM 8. CORPORATE CONSTITUTION" below.

Employeeinvolvement and ownership in the Company are cornerstones of Magna’ s entrepreneurial culture and have hel ped
it achieve and retain its leadership position with its customers as a technically competent and reliable full service supplier of
automotive components and systems.

COMPETITION

Magna faces rigorous competition from numerous sources, including its OEM customers and their affiliated parts
manufacturers, other direct competitors, potential competitors and product alternatives. In some product areas, the primary
competition comes from suppliers which were, until recently, in-housedivisions or majority-owned or controlled subsidiaries of
the OEM s, such as Delphi and Visteon. Several of the Company’ sdirect competitors, such asLear Corporation (“Lear”) and JCI,
arelarger than Magnain certain product areas. Several developmentsintheindustry areal so substantially alteringthe competitive
environment for automotive supplierssuchasMagna. See“| TEM 2. GENERAL DEVELOPMENT OF THEBUSINESS— RECENT
INDUSTRY DEVELOPMENTS' above.

In general, Magnacompetesinitsmarketsonthebasis of technical expertise, innovation and development capability, product
reliability, quality and price. Magna believes that its product design, engineering, prototyping, testing and tool and die-making
capabilities and its ability to anticipate and to react quickly to customer needs enhance its ability to compete on these bases.
However, someof Magna scompetitors(including Delphi, Visteon, Lear and JCI) arelarger and/or havegreater financial resources
than Magna.

SALESAND MARKETING

Magna has established strong relationships with its North American and European OEM customers based on its history of
developing proprietary products and processes and its significant engineering and design capabilities. While Magna’ s primary
customersin North America are the various North American operating divisions of DaimlerChrysler, Ford and GM, itscustomer
base has grown significantly toincludeall of the magjor New Domestic OEM s, including BMW, Honda, | suzu, Mazda, Nissan and
Toyota. Its European customer base has broadened to include VW/Audi, BMW, DaimlerChrysler, Fiat, Ford/Jaguar/Volvo/Land
Rover, GM/Opel/SAAB, Honda and Renault/Nissan.

Magna supplies products for awide variety of vehicles produced in North America and Europe, but does not supply parts
for al such vehicles. In particular, in calendar 2000, approximately 24% of the Company’ s consolidated automotive production
and assembly saleswerein respect of tooling, engineering, assembly and manufactured products supplied for five vehicletypes.
Products supplied for the DaimlerChrysler minivan constituted approximately 8% of the Company’s consolidated automotive
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production and assembly sales for such period. Shifts in market share among vehicles or significant decreases in production
volumes for such five vehicles could materially affect Magna's business.

Magna sellsits products to North American OEMs located in Canada through its sales officesin southern Ontario. Salesto
North American OEMslocated in the United States are coordinated through independent sal es representativesin Detroit. Sales
to New Domestic OEMs and suppliersto New Domestic OEMs and their respective Japanese-based parents are coordinated by
Magna principally in Canadabut also in Magna' s sales offices in Japan. Salesto European OEM s are made through or assisted
by Magna' ssalesofficeslocated principally in Germany, theU.K., France, Italy and Spain. Thevariousinternal operating divisions
and subsidiaries of the OEMs may initiate many of their own purchasing decisions, and thus each OEM constitutes, in effect,
several different purchasers. This is changing as OEMs are increasingly sourcing global platforms. Magna's sales offices in
Canada, Germany, Japan, South Korea, the U.K., France, Italy, Spain and Brazil and sales representativesin Detroit, work closely
with operating group and plant managers in their sales efforts. Magna's products are delivered to customers in Japan, South
Korea, Taiwan, Australia, Brazil, Argentina, South Africa, India, Venezuela and Turkey in addition to the North American,
European and New Domestic OEMSs.

Magna approaches its customers with proposal s rel ating to those products in respect of which it has developed particular
expertise. North American OEM s frequently request that Magna collaborate in the design, engineering, and prototyping, aswell
asin the production of products, and more recently have requested that M agnaassumetheroleasafull servicesupplier,andin
certain cases, as a program manager, systemsintegrator and/or sequencer.

Historically, Magna' s sales have been generated through customer requeststo quote on particular products, including tools
and dies and production parts. Magna typically receives a purchase order to produce tools and dies for a particular part or a
particular part for one or more model years. Such purchase orders typically extend over the life of the model, which is generally
four to seven years, and do not require the purchase by the customer of any minimum number of products. Releases under such
apurchaseorder, authorizing Magnato produce and deliver specific quantitiesof the product, areissued for planning, raw material
and production purposes over athreeto four month period in advance of anticipated delivery dates. The actual number of parts
produced by Magna under a purchase order in any given year is dependent upon the number of vehicles produced by the OEM
of the specific model or model type in which the part isincorporated. It has been Magna' s experience that once it has received
acontract to produce a part for a particular vehicle model or model type, it will usually continue to produce the part throughout
the time such part is utilized by the OEM for that vehicle.

Production programs are al so obtained by Magna on a“takeover” basis. Theseprogramsaretypically already in production
at OEM facilities or the facilities of competitors of Magna and, for various reasons, re-sourced to Magna for production at its
facilities.

NORTH AMERICAN AUTO PACT AND FREE TRADE AGREEMENTS

In 1965, the United States and Canada entered into an agreement, which has been supplemented by |etters of understanding
and related regulations (the “ Auto Pact”), which permitted certain qualified manufacturers (including Chrysler, Ford and GM) to
import new vehicles and OEM partsinto Canadafrom anywhere based upon meeting aproduction to salesratio and a Canadian
value added (“CVA") requirement. On the U.S. side, vehicles and OEM parts entered the United States from Canada duty-free
provided they satisfied an origin test based upon Canadian and U.S. value added. The Auto Pact effectively created anintegrated
Canada-U.S. market for cars and light trucks assembled in North America.

EffectiveJanuary 1, 1989, the Governmentsof Canadaand the United Statesenteredinto acomprehensivefreetrade agreement
(the “Free Trade Agreement”) pursuant to which the Auto Pact was continued, subject to several changes, certain of which are
described below. First, the Free Trade Agreement preserved the Auto Pact automotive duty remission programs but prohibited
their extension. Exports to the United States could no longer be counted in calculating duty remission under export based
remission programsand such programswere required to terminate by January 1, 1998. Production based duty remission programs
terminated on January 1, 1996. Secondly, the Free Trade Agreement has effectively amended the method of determination of
Canadian or U.S. content for automotive goods. The Free Trade Agreement rules of origin require that the production of the
vehicle or part result in imported materials undergoing a prescribed change in tariff classification. While the Auto Pact test and
the Free Trade Agreement val uetest are not directly comparabl e, the Free Trade Agreement val uetest wasgenerally felt torequire
higher levels of Canadian or U.S. content than the Auto Pact test. This, coupled with the elimination of duty drawback under the
Free Trade Agreement may stimulate the sourcing by OEMs of more partsin North Americathan previously.

27



The Free Trade Agreement generally provides for the elimination of tariffs on automotive goods trade between Canada and
the United Stateswhich meetstherules of origin described above over aten year period which ended in 1998. Compl etion of tariff
elimination will permit Auto Pact OEMsto import vehiclesand OEM parts duty free into Canada from the United States without
meeting Auto Pact requirements.

On January 1, 1994, the North American Free Trade Agreement (“NAFTA”) between the Canadian, American and Mexican
governments came into effect. NAFTA effectively createsaNorth American freetrade areamade up of Canada, the United States
and Mexico. Under NAFTA, the North American content requirements for cars and light trucks to qualify for duty-free access
will increase to 62.5% from their previous level of 50% under the Free Trade Agreement, thereby further stimulating domestic
sourcing of parts by all OEMs. Furthermore, certain “roll-up” provisions were tightened, eliminating certain “loopholes’ which
artificidly inflate some domestic content figures. These changeshave served to enhance domesti ¢ sourcing activities. Inaddition,
the phasing out of the Mexican Auto Decree by 2004 will likely create investment and sourcing opportunities in Mexico for
Canadian automotive parts manufacturers such as Magna.

In November 1998 and January 1999, Japan and the European Union, respectively, requested that apanel of the World Trade
Organization (“WTQ") examine Canada' s measures restricting duty free access of motor vehicles pursuant to the Auto Pact as
violations of certain international obligations contained in the General Agreement on Tariffsand Trade (“GATT"), the General
Agreement on Trade and Services (“GATS"), the Agreement on Subsidies and Countervailing Measures (“ SCMs”) and the
Agreement on Trade-Related Investment Measures. The WTO released its panel report on February 11, 2000, in which it found
that: the conditions under which Canada grants its import duty exemption and the application of the CVA requirements are
inconsistent with GATT; theimport duty exemption constitutes aprohibited export subsidy in violation of the SCM Agreement;
and the manner in which Canada conditions access to the import duty exemption and the application of the CV A requirements
areinconsistent with GATS. The panel recommended that the Dispute Settlement Body of the WTO request Canadato bringits
policies into conformity with itsinternational obligations and withdraw its protective measures within 90 days. Canada appeal ed
the panel’ s decision, and on May 31, 2000, the WTO Appellate Body released its report affirming that the Auto Pact measures
violate certain provisions of GATT and the SCM Agreement including confirmation that the import duty exemption constitutes
aprohibited export subsidy in violation of the SCM Agreement. On September 17, 2000, Canada partially implemented the WTO
decision by eliminating the requirement for a manufacturer to meet the production to sales ratio in order to qualify for a duty
waiver. Canada completed itsimplementation of the WTO decision by revoking all legislation relating to the Auto Pact effective
February 18, 2001.

ENVIRONMENTAL CONTROLS

Federal, state or provincial and local requirements relating to the discharge of substancesinto the environment, including air
emissions and waste water discharge, waste management, the storage and disposal of hazardous substances and other factors
affecting the environment have had and will continue to have an impact on the manufacturing operations of Magna. Thus far,
compliance with such provisions has been accomplished without material adverse effect on Magna's operations, capital
expenditures, financial position and competitive position. The Company anticipates that environmental legislation will likely
become more stringent in the future, but cannot predict the possible effect of compliancewith future requirements, including the
costs which may beincurred to meet such requirements.

Recognizing the importance of the environment and in accordance with the Employee Charter which emphasizes Magna's
commitment to an operating philosophy based on fairness and concern for employees, customers and the communitiesin which
M agna operates, the Company has established aHealth, Safety and Environmental Policy. To thisend, the Company’ sobjective
is to beanindustry leader in health, safety and environmental compliance with theintention to prevent pollution by reducing the
impact of Magna’ s operations on the environment and to provide safe and healthful working conditions through technol ogical
innovation and process efficiencies. It is also the Company’ s objective to reach compliance throughout Magnawith 1 SO 14001.
39 operating divisions are currently registered under the | SO standard or an equivalent standard.

The following principles embodied in the Company’ s Health, Safety and Environmental Policy are fundamental to achieving
the foregoing objectives:

(a) Tocomply withand exceedwherepossibleall applicablehealth, safety and environmental laws, regulationsand standards
inall of Magna's operations;
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(b) Toregularly evaluate and monitor past and present business activitiesimpacting upon health, safety and environmental
matters;

(c) Toensurethat a systematic health, safety and environmental review program is implemented and monitored at all times
for each of Magna’ s operations, with agoal of continued improvement in health, safety and environmental matters; and

(d) To ensure that adequate reports on health, safety and environmental matters are presented to the Company’s Board of
Directors, at aminimum, on an annual basis.

An Environmental Committee of the Board of Directors assists the Board in overseeing management’s handling of health,
safety and environmental issues and annually reviews the Company’ s Health, Safety and Environmental Policy.

LITIGATION

In November 1997, the Company and two of its subsidiaries were sued by KS Centoco Ltd., an Ontario-based steering wheel
manufacturerinwhich the Company hasa23% equity interest, and by Centoco Holdings Limited, the owner of theremaining 77%
equity interest in KS Centoco Ltd. On March 5, 1999, the plaintiffs were granted |eave to make substantial amendments to the
original statement of claim. The amended statement of claim alleges, among other things: (i) breach of fiduciary duty by the
Company and two of its subsidiaries; (ii) breach by the Company and two of its subsidiaries of certain of their respective
obligations under a binding letter of intent between Centoco Holdings Limited, KS Centoco Ltd. and the Company; (iii) various
rights of KSCentoco L td. to certain airbag technol ogy in North Americapursuant to an exclusivelicence agreement, together with
an accounting of all revenues and profits resulting from the alleged use by Magna, TRW Inc. (“TRW") and other unrelated third
party automotive supplier defendants of such technology in North America; and (iv) a conspiracy by the Company, TRW and
othersto deprive KS Centoco Ltd. of the benefits of such airbag technology in North America and to cause Centoco Holdings
Limitedtosell to TRW itsinterestin KS Centoco Ltd. in conjunctionwith Magna' ssaleto TRW of itsinterestin M ST Automotive
GmbH (“MST”) and TEMIC Bayern-Chemie Airbag GmbH (“TBCA"). The plaintiffs are seeking, amongst other things, damages
of approximately Cdn.$3.5 billion. The Company is currently preparing an amended statement of defence and counterclaim and
isin the process of bringing amotion to strike certain claimsin the plaintiffs’ statement of claim.

In October 1998, a class action was filed in the United States District Court, Eastern District of New York naming SDP as a
defendant together with one other named Austrian company which is not related to the Company. The plaintiffs claimed
unspecified compensatory and punitive damages, for an accounting and for restitution, all in relation to unpaid work (forced or
slave labour) performed by the plaintiffs for SDP and the other defendant at their facilitiesin Europe during World War 11. After
this action wasfiled, ninecther actionswerefiledin District Courtsin New Y ork, New Jersey, Maryland and Californiaspecifically
naming SDP and/or the Company, as the controlling shareholder of SDP, as defendants together with various other defendants.
More than 50 similar class action lawsuits have been commenced in the United States in the last three years against many
European and American banks, i nsurance companies and manufacturing companiesin respect of variousactivitiesduring World
War I, related to forced or slave labour. All of these casesinvol ve multiple defendantsin addition to the Company (various other
defendantsinclude Ford, GM, DaimlerChrysler, BMW, Siemens AG and other major international companies) and are structured
to permit the addition of other Austrian and German companies as defendantsin the future. Preliminary motionsto dismisswere
filedinthreeof the 10 casesinvolvingthe Company and in several othersinvolving other defendants. Defendantswere successful
on al three of the preliminary motionsto dismiss which had been heard, all of which were appealed by the plaintiffs involved.
All of theclassactionsinvolving forced or slavelabour in Germany, including nine of the casesnaming SDP and/or the Company,
were consolidated before Judge Bassler in the District Court, District of New Jersey by the end of October 2000.

The American, German, Austrian and various other European governments, together with certain international organizations
and plaintiff’ slawyers, havebeeninvolvedin discussionsregarding theresol ution of theforced or slavelabour i ssueswhich have
been raised by these lawsuits. Asaresult of these discussions, the partieshave created a$5.2 billion German remembrancefund,
which will be funded equally by the German government and German industry. A similar $380 million Austrian fund hasal so been
created. Forced or slave labourerswill receive payments from these fundsin return for which the United States government isto
file Statements of Interest to assist in bringing the class action litigation to an end in the United States. The Company has not
yet determined whether SDP will voluntarily contribute to any of these funds.
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Following the filing of the Statement of Interest by the United States government with Judge Bassler in the District Court,
District of New Jersey, ordersfor Voluntary Dismissal with Prejudicewere entered in November 2000 dismissing most of theclass
actions, including nine of the ten cases specifically naming SDP and/or the Company. A Statement of Interest is expected to be
filed by the United States government in thetenth casein the spring of 2001 following thefinalization of the Austrian slave/forced
labour and property funds, after which avoluntary dismissal with prejudiceis expected to befiled by the plaintiffsin that case.

In addition, inthe ordinary course of businessactivities, the Company may be contingently liablefor litigation and claimswith
customers, suppliers and former employees.

Management believes that adequate provisions are recorded in the accounts where required and when estimable. However,
there can be no assurance that the Company will not incur additional expense.

INTELLECTUAL PROPERTY

Numerous patents and patent applications are owned by Magna and utilized in its manufacturing operations. Magnaisalso
licensed to utilize patents or technol ogy owned by others. From timeto time claims of patent infringement are made by or against
Magna. None of the claimsagainst M agnahas had, and the Company believesthat none of the current claimswill have, amaterial
adverse effect upon it. While in the aggregate Magna' s patents and licenses are considered important in the operation of its
business, the Company does not consider them of such importance that their expiry would materially affect its business.

RISK FACTORS

Investors should carefully consider the following risk factors in addition to other information included in this Annual
Information Form.

Industry Risks
Economic Conditions

The global automotive industry is cyclical and is sensitive to changes in certain economic conditions such as the level of
interest rates and consumer demand. The rate of economic growth has recently slowed, particularly inthe United States. Excess
dealer inventories together with declining consumer demand and confidence have caused North American automotive
manufacturersto cut their production plansin thefirst and second quarters of calendar 2001. These recent production cutbacks
by automobile manufacturersindicate another downturn or recession may beunderway intheautomotiveindustry. No assurance
can be given asto the length or severity of such adownturn or recession. Any significant and prolonged declinein production
volumes as aresult of a general economic downturn or recession in either of Magna's principal markets of North America or
Europe could significantly lower its profits.

Rising Energy Prices

The price of crude oil and natural gas has increased significantly in recent years and has been a contributing factor in the
overall reduction in the global demand for automobiles. Continued increasesin the price of crude oil could further reduce global
demand for automobiles and shift customer demand away from larger cars and light trucks. Oil-based products are also critical
elementsinvariouscomponentsutilized by Magnaanditssuppliers, including resinsand col orants. | ncreasesin the priceof crude
oil could increase the cost of manufacturing or supplying some of Magna' s products and Magnamay not be able to passthese
increased costs along to its customers.

Dependence on OEM Outsourcing

Magna is dependent on outsourcing by its North American and European OEM customers. The extent of this outsourcing
is dependent on a number of factors, including the cost, quality and timeliness of external production relative to in-house
production by OEMs, technological capability, the degree of unutilized capacity at OEMs' facilities, collective bargaining
agreements between labour unions and OEMs, relations between labour unions and OEMs and other similar factors. Any
significant decrease in outsourcing by OEMswould likely have a material adverse effect on Magna’ s profitability.



Price Concessions

Magna has in the past entered into, and continues to enter into, long-term supply arrangements with OEMs which provide
for, among other things, price concessions over the supply term. To date, these concessions have been largely offset by cost
reductions arising principally from product and process improvements and price reductions from Magna's suppliers. The
competitive automotiveindustry environment in both North Americaand Europe has caused these pricing pressurestointensify
as automobile manufacturers face increasingly competitive cost pressures. For example, DaimlerChrysler hasrecently demanded
that Chrysler’s suppliers provide afive percent price reduction effective January 2001, with afurther ten percent reduction over
the next two years. A number of Magna' s other customers have similar price reduction initiatives. While Magna' s management
believethat Magnawill continueto remain competitive, there can be no assurance that Magnawill continueto remain successful
in offsetting price reductions agreed to from time to time with OEMs. To the extent that these price concessions or cost
absorptions are not offset through cost reductions, Magna’ s profit margins would be adversely affected.

Amortization of Certain Costs

Magnais under increasing pressure to absorb more costsrelated to product design and engineering, tooling and other items
previously paid for directly by OEMs. In particular, certain OEM customers have requested that Magna: (i) own and/or capitalize
tooling and recover the coststhrough amortization in the piece price of the particular components produced by such tooling; and
(i) incur design and engineering costsand recover such coststhrough amorti zation in the pi ece price of the particular components
designed or engineered by Magna. Contract volumes for customer programs not yet in production are based on estimates by
Magna' s customers of their own future production levels by vehicle body type. However, actual production volumes may vary
significantly from these estimates dueto areduction in consumer demand, new product launch delaysor otherwise, often without
any required compensation to Magna by its customer. Magna does not typically rely solely on customer estimates, but re-
eval uates them based on its own assessment of future production levels by vehicle body type. For programs currently under
production, Magna is typically not in a position to request price changes when volumes differ significantly from production
estimates used during the quotation stage. If estimated production volumes are not achieved, the engineering and tooling costs
incurred by Magnamay not be fully recovered and Magna’s profit margins will be adversely affected.

Product Warranty, Recall and Product Liability Costs

OEMs are increasingly requesting that each of their suppliers bear the costs of the repair and replacement of defective
products which are either covered under customer warranty or are the subject of a recall by the customer and which were
improperly designed, manufactured or assembled by asupplier. This could have a negative effect on Magna’s operations and
financial condition.

Magnais also subject to the inherent risk of exposure to product liability claimsin the event that the failure of its products
results, or is alleged to result, in bodily injury and/or property damage. Magna cannot give any assurance that it will not
experience material product liability lossesin the future or that it will not incur significant costs to defend such claims. Magna
currently has product liability coverage under its insurance policies and this coverage will continue until August 2001, subject
to renewal. In addition, some of Magna’' s European subsidiaries maintain product recall insurance, which is required by law in
certain jurisdictions. Magnacannot guaranteethat itsinsurance coveragewill beadequatefor any liabilitiesM agnamay ultimately
incur. Furthermore, M agnacannot guaranteethat itscoveragewill continueto be availableon termsacceptabletoit. A successful
clambrought against Magnain excess of its availableinsurance coverage or arequirement to participatein aproduct recall may
have amaterial adverse effect on Magna’ s operations or financial condition.

Seasonality
Historically, North American and European vehicle production is generally lower during the July and August months of the
year dueto model changeovers by the North American OEM s and for summer holiday plant shutdowns by the European OEMs.

Since Magna s working capital requirements are dependent upon industry production volumes, they aretypically at their lowest
level around that period. In addition, December production volumes are adversely affected by holiday season shut-downs.
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Risks Relating to Magna' s Business
Currency Exposure

Although Magna's financial results are reported in U.S. dollars, a significant portion of its sales and operating costs are
denominated in Canadian dollars, Euros, British pounds and other currencies. Significant long-term fluctuations in relative
currency values may adversely affect Magna' s profitability. In particular, Magna' s profitability may be adversely affected by a
significant strengthening of the U.S. dollar against the Canadian dollar, the British pound, the Euro or other currenciesin which
M agna generates revenues.

Competitive Market Conditions

The automotive parts supply market is very competitive. Magna faces competition from a number of sources, including its
OEM customers and their related manufacturing organizations, existing and new suppliers to these manufacturers and
manufacturers of product alternatives. Some of Magna's competitors have greater market share and financial resources than
Magna, particularly with respect to automotive interiors. There can be no assurance that Magna will be able to continue to
compete successfully with its existing competitors or that Magnawill be able to compete successfully with new competitors.

Reliance on Major Customers

Magna has historically derived a substantial portion of its revenue from DaimlerChrysler, GM and Ford. In calendar 2000,
approximately 29%, 23% and 21% of Magna’ sconsolidated automotive salesweremadedirectly to DaimlerChrysler, GM and Ford,
respectively. Theloss of any of DaimlerChrysler, GM or Ford as a customer of Magna would have a material adverse effect on
the results of operations or financial condition of Magna.

Dependance on Certain Vehicle Product Lines

Although Magnasuppliespartsfor awidevariety of vehiclesproducedin North America, it doesnot supply partsfor al these
vehicles, nor is the number or value of parts evenly distributed among all vehicles. The amount of Magna’ s future salesis also
affected by its customers and their consumers preferences relating to the options a vehicle will be equipped with. In particular,
in calendar 2000, approximately 24% of the Company’ s consolidated automotive production and assembly saleswere in respect
of tooling, engineering, assembly and manufactured products supplied for five vehicle types. Products supplied for the
DaimlerChrys erminivan constituted approximately 8% of the Company’ sconsolidated automotiveproduction and assembly sales
for such period. Shiftsin market share among vehicles could have amaterial effect on Magna s consolidated salesfor any period
and on its business. In addition, if OEMs eliminate as standard features some of the products Magna supplies, or if consumer
preferences shift away from some of the products Magna currently supplies, production volumes of these products may be
reduced. Significant decreasesin production volumesfor thesefivevehiclebody types, particularly the DaimlerChrysler minivan,
would likely have amaterial adverse effect on Magna' s profitability. In addition, the loss, renegotiation of the terms or delay in
the implementation of any significant production contract with any of Magna's customers could have a material adverse effect
on its profitability.

Unionization Activity

The CAW has publicly stated that it will continue to mount major organizing drives at certain of Magna' s plants and that it
is considering refusing on atemporary basisto install components supplied by Magnain certain vehicles assembled in Canada.
The votes counted at aCAW certification voteat Magna' s|ntegram Windsor seating plant in Windsor, Ontario i ndicate support
for the CAW at such plant. The UAW completed unionization drives at seven Magna plantsin Michigan, resulting in avotein
favour of unionization at Magna' s BIS plant in Brighton, Michigan. In addition, the National Labor Relations Board in the U.S.
ordered new votes at Magna's Versatrim plant in Howell, Michigan and Versatrim Assembly and Sequencing plants in Warren
and Auburn Hills, Michigan. Magnais currently attempting to negotiate collective bargaining agreements with both the UAW,
in respect of its BIS plant, and the CAW, in respect of its Integram Windsor plant. Magna is unable to predict whether it will
successfully conclude collective bargaining agreementswith these unions or what the impact of unionization will beon Magna's
costs. Currently, none of Magna’' s manufacturing plantsin Canada are unionized and three of itsplantsinthe United Statesare
unionized.
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New Facilities

Fromtime to time, Magna may expand production capacity through the construction of new manufacturing facilities, often
referred to as“ greenfield” operations. Greenfield operations present different risksfrom those arising in respect of the expansion
of capacity through the acquisition from third parties of existing operations. Greenfield operations may be required to
accommodate the award of new production contracts or to facilitate the introduction of new manufacturing processes or
technologies. The construction of greenfield operations involves several areas of operational and financial risk. General
construction risksrelating to delays caused by weather, labour disruptions, cost overrunsand the unavailability of construction
materids can have significant adverse financial and production impacts. Aswell, risks associated with the installation, testing
and start-up of new production equipment and manufacturing processes can have adverse financial and operational impacts if
delays or technological problems are experienced in any of these areas. As many greenfield facilities are constructed to
accommodate the launch of new production programs, the added risks associated with new product launches can compound this
exposure. Finally, the construction of greenfield operations can potentially negatively impact customer relationshipsif problems
are experienced that impair an OEM’ s efforts to launch a new vehicle program.

Technological Developments

Magna's future success dependsin part on its ability to develop products and processes to respond to changing customer
needs and regulatory requirements and to anticipate or respond to changes in manufacturing processes on a cost-effective and
timely basis. If Magna' s products or processes become outdated or non-compliant or Magna' s competitors make new advances
in product and process technologies, Magna’ s business prospects and financial condition could be adversely affected.



ITEM 4. SELECTED CONSOLIDATED FINANCIAL DATA

The following selected income statement and financial position data have been derived from, and should be read in

conjunctionwith, the Company’ sconsolidated financial statementsfor the calendar yearsended December 31, 2000 and 1999 (the
“Financial Statements”), the Company’ sconsolidated financial statementsfor thefive month period ended December 31, 1998 and
the Company’s annual consolidated financial statements for previous fiscal years, which are based on accounting principles
generally accepted in Canada. The Consolidated Statements of Income and Retained Earnings of the Company for the calendar
years ended December 31, 2000 and 1999, the five-month period ended December 31, 1998 and thefiscal year ended July 31, 1998,
the Consolidated Balance Sheets of the Company as at December 31, 2000 and 1999 and the report of Ernst & Young LLP are
contained in the Company’s Annual Report to Shareholders for the Y ear Ended December 31, 2000.

SELECTED CONSOLIDATED FINANCIAL DATA (1)

Five-Month
eriod
Calendar per’ Fiscal
ended |
Years ended December December Yearsended July 31,
2000 1999 1998 1998 1997 1996

(in millions of U.S. dollars, except per share figures)

Income Statement Data

Sales:
AULOMOLIVE ..ottt sansens $10,099 $9,260 $3,39%6 $6,006 $5,024 $3,826
Magna Entertainment COrp. .......cooerevererererererereseresenens 414 187 - - - -
NELTNCOMIE «oveectieteicere e beneas 598(2) 419 114 301(3) 386(4) 207
Earnings per Class A Subordinate Voting or
Class B Share:
BESIC eeerereereereeerensenesstsesessese sttt sessssesss s sssssasens 7.04(2) 494 133 3933 5.32(4) 317
Fully Diluted 6.34(2) 463 130 3723 4.99(4) 305
Cash dividends paid per Class A Subordinate
Voting or Class B Share ..o 124 111 022 084 0.74 0.71
Financial Position Data
Working capital 1,054 663 564 716 763 986
TOLEl BSSELS ervereeereereereereereerersesseesese e ssseeas 7,408 7,033 6,116 5,551 3447 2,836
Net cash (debt):
Cash and cash equivalents ..........cccocovnenecnecneenne. 620 632 484 667 574 712
Bank indebtedness .........cccvvereeirereneeerrereesereeeeeene 338 339 262 151 20 14
Long-term debt (including portion due within one
Y= 314 323 247 182 62 83
Debenture sinterest obligation ... 191 208 181 192 110 123
Net cash (debt) .o (223 (238) (206) 142 382 492
Minority interest .........ccooeenee 356 124 117 123 74 101
Shareholders' equity 4,202 3933 334 3177 2112 1,785
(1) For the years ended December 31, 2000 and 1999, assets and liabilities have been translated to U.S. dollars using the
exchangeratein effect at year end and revenues and expenses were translated at the average rate during the period. For
periods up to and including December 31, 1998, all amounts have been restated in U.S. dollars in accordance with
accounting principles generally accepted in Canada, using the December 31, 1998 exchange rate of Cdn.$1.5305 per
U.S.$1.00. In addition, for the periods up to and including December 31, 1999, amounts have been restated to reflect the
Company’s new accounting policies with respect to preproduction costs.
) Includes again arising from the sale of Tesma Class A Shares and gains on the sale of the Company’ s 50% interest in
Webasto Sunroofs Inc., ajoint venture, and Invotronics Mfg., awholly-owned manufacturing division.
3 Includes the gain arising from the sale by Magna of its remaining 20% interestin MST and TBCA and the gain arising
from the Company’ s ownership dilution in Decomaas a result of the completion of itsinitial public offering.
4 Includes the gain arising from the sale by Magna of an 80% interest in MST and TBCA and the gain realized by the

Company on the secondary saleof TesmaClassA Sharespursuant to apublic offering of Tesmacompletedinfiscal 1997.
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SUPPLEMENTARY QUARTERLY DATA (unaudited)
(in millions of U.S. dallars, except per sharefigures)

Year ended December 31, 2000 March 31 June 30 September December 31 Total
30
SAIES et rnes $ 2808 $ 2610 $ 2,34 $ 2,741 $ 10513
GroSSMargin weeeeeeeeceeeeiesieiesisessss s 487 471 403 474 1835
Net Income 146 170 162 120 598
Earnings per Class A Subordinate Voting or
Class B Share:
BASIC ..ottt $171 $203 $191 $1.38 $7.04
FUlly DIlULEd ..o $155 $1.82 $171 $1.26 $6.34
Year ended December 31, 1999 (1) March 31 June 30 September December 31 Total
30
SAIES o $ 2329 $ 2359 $ 2,180 $ 2,579 $ 9447
GroSSMargin ...coccceeeeeeeereseee s sessesaesens 377 39%6 365 463 1,601
Net Income 104 108 80 127 419
Earnings per Class A Subordinate Voting or
Class B Share:
BASIC ..ottt $1.25 $1.29 $0.92 $1.48 $4.94
FUIlY DIlULEd ..o $1.17 $121 $0.89 $1.36 $4.63

(@) For the quarters in the year ended December 31, 1999, amounts have been restated to reflect the Company’s new
accounting policies with respect to preproduction costs.



DIVIDENDS

Holders of Class A Subordinate Voting Shares and Class B Shares are entitled to any cash dividends declared by the Board
of Directors of the Company on a pro-rata basis. The following table sets forth the dividends per share paid on the Class A
Subordinate Voting Shares and Class B Shares in respect of the fiscal periodsindicated:

Fiscal Period Payment Date Record Date Amount Per Share
Calendar 2001 (t0 AatE) .....eevvevrreeresreceerreres June 15, 2001 May 31, 2001 $0.34
March 16, 2001 March 5, 2001 $0.34
Calendar 2000 ........ccreeeeereerreerree e December 15, 2000 November 30, 2000 $0.34
September 15, 2000 August 31, 2000 $0.30
June 15, 2000 May 31, 2000 $0.30
March 10, 2000 February 25, 2000 $0.30
Calendar 1999 .......ccoveniirenerneenee e December 15, 1999 November 30, 1999 $0.25
September 15, 1999 August 31, 1999 $0.25
June 15, 1999 May 31, 1999 $0.25
TranSition Period ..cceereeeneeeneeeeneeeeneeennees April 15, 1999 March 31, 1999 $0.14
January 15, 1999 December 31, 1998 Cdn.$0.33
FISCA 1998 roveeeverereeesssseseeeeseeessssesssesesseeeen October 15, 1998 September 30, 1998 Cdn.$0.33
July 15, 1998 June 30, 1998 Cdn.$0.33
April 15, 1998 March 31, 1998 Cdn.$0.33
January 15, 1998 December 31, 1997 Cdn.$0.33
FISCA 1997 weeoveveeeeeseeseeseesessssessesseeseeeeeeeeeeeeeen October 15, 1997 September 30, 1997 Cdn.$0.30
July 15, 1997 June 30, 1997 Cdn.$0.30
April 15, 1997 March 31, 1997 Cdn.$0.30
January 15, 1997 December 31, 1996 Cdn.$0.27
FISCA 1996 w.eovevrerreeseeseessessssssessssseeseseeeeeeeeeseee October 15, 1996 September 30, 1996 Cdn.$0.27
July 15, 1996 June 28, 1996 Cdn.$0.27
April 15, 1996 March 29, 1996 Cdn.$0.27
January 15, 1996 December 31, 1995 Cdn.$0.27

The Company started paying cash dividends on its Class A Subordinate Voting Shares and Class B Shares (or their
predecessors) on aquarterly basisin 1967. Dividends have now been declared in respect of each of thelast 39 fiscal quarters, up
to and including thefirst quarter of calendar 2001. The payment of future dividends and the amount thereof will be determined
by the Board of Directors of the Company in accordance with its Corporate Constitution (see “ITEM 8. CORPORATE
CONSTITUTION — Dividends;, Minimum Profit Performance” below), taking into account earnings, cash flow, capital
requirements, the financial condition of the Company and other relevant factors.

In March 1994, the Company established a Dividend Reinvestment Plan in which registered shareholders have the option to
purchase additional Class A Subordinate Voting Shares through the investment of cash dividends paid on their shares.

ITEM 5. MANAGEMENT'SDISCUSSION AND ANALYSIS

Reference is made to the “Management’s Discussion and Analysis of Results of Operations and Financial Condition”
contained on pages 25 to 33 of the Annual Report to Shareholders for the Year Ended December 31, 2000 and which is hereby
incorporated by reference.

ITEM 6. MARKET FOR SECURITIES

The Class A Subordinate Voting Shares are listed and posted for trading on The Toronto Stock Exchange and The New Y ork
Stock Exchange.

The Class B Shares are listed and posted for trading on The Toronto Stock Exchange.



The holders of the Class A Subordinate Voting Shares are entitled to one vote per share. The holders of the Class B Shares
are entitled to 500 votes per share. Under present law and the attributes of the Class A Subordinate Voting Shares and Class B
Shares, neither atender offer to holders of Class B Shares nor a private contract to purchase Class B Shares (regardless of the
price paid therefor) would necessarily result in an offer to purchase Class A Subordinate V oting Shares.

In addition, the Company’ s 5% Convertible Subordinated Debentures and 8.875% SeriesB Preferred Securitiesarelisted and
posted for trading on The New Y ork Stock Exchange and the 8.65% Series A Preferred Securitiesarelisted and posted for trading
on The Toronto Stock Exchange.

ITEM 7. DIRECTORSAND OFFICERS

DIRECTORS

Name and Municipality of Residence Director Since Principal Occupation
WILLIAM G. DAVIS ()(2)(3) ..cvvvvvrrrerrereererrerennenns June 6, 1985 Counsel, Torys
Brampton, Ontario (Barristers and Solicitors)
WILLIAM H. FIKE ..o June 5, 1995 Consultant to the Company and
Ft. Myers, Florida Corporate Director
EDWARD C. LUMLEY (2) oo December 7, 1989 Vice-Chairman, BMO Neshitt Burns
South Lancaster, Ontario (Investment and Corporate Banking)
KARLHEINZ MUHR ..o March 8, 1999 Chairman and Chief Executive Officer,
Greenwich, Connecticut KM Management LLC

(Risk and Asset Management)
JAMESNICOL (4) vt May 15, 1998 President and Chief Operating Officer
Toronto, Ontario of the Company
GERHARD RANDA ....osvirtnininnisisisssinns July 19, 1995 Chairman and Chief Executive
Vienna, Austria Officer, Bank AustriaAG

(Investment and Corporate Banking)
DONALD RESNICK (1)(4) everversersessessessessesssnssenns February 25, 1982 Corporate Director
Willowdale, Ontario
ROYDEN R. RICHARDSON (1)(2) -weevererreerseneens October 31, 1990 President, RBQ Limited
Schomberg, Ontario (Investments)
BELINDA STRONACH ..o December 8, 1988 Vice-Chairman and Chief Executive
Aurora, Ontario Officer of the Company
FRANK STRONACH -.ecvreeeireeeireeeireesereesesesesesensens December 10, 1968 Partner, Stronach & Co
Oberwaltersdorf, Austria (Consultant)
FRANZ VRANITZKY ..ot June 11, 1997 Corporate Director
Vienna, Austria
DONALD J WALKER ..o October 20, 1994 President and Chief Executive Officer
King Township, Ontario of Intier

(Auto parts manufacturing)
SIEGFRIED WOLF ..ot March 8, 1999 President and Chief Executive Officer
Weikersdorf, Austria of Magna Steyr

(Auto parts manufacturing)

(1) Member of the Audit Committee.

(2) Member of the Human Resources and Compensation Committee.
(3) Lead Director of the Board of Directors.

(4 Member of the Environmental Committee.

Theterm of office for each director expiresat the conclusion of the next annual meeting of the sharehol ders of the Company.
At present, no executive committee of the Board of Directors has been constituted.

All of the directors held the principal occupations identified above (or another position with the same employer) for not less

than five years with the exception of Mr. Fike, Mr. Richardson, Dr. Vranitzky, Mr. Nicol and Mr. Muhr. Mr. Fike has served asa
Vice-Chairman or in other senior capacities with the Company between October 19, 1994 and January 1999, after which heworked
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as aconsultant for the Company. Prior to that time, Mr. Fike was employed by Ford Motor Company for over 28 yearsin various
engineering, manufacturing and management positions, including asaFord corporate vice-president, President, Ford Europe and
President, Ford Brazil. Mr. Richardson has served as President, RBQ Limited (Investments) since its formation in 1983. Mr.
Richardson also served as adirector of Gateway Telecom Canada Inc. between March 1999 and December 2000 and as chairman
between November 1999 and September 2000. Prior to that, Mr. Richardson served as a consultant for Royal Bank Investment
Management Inc. since November 1, 1996, prior to which time he was Vice-Chairman and Director, Richardson Greenshields of
Canada Limited. Dr. Vranitzky, inaddition to serving in certain advisory capacities, hasheld the principal occupation abovesince
January 1997, prior to which time he served asthe Federal Chancellor of Austriafor approximately 11 years. Mr. Nicol hasserved
as President and Chief Operating Officer of the Company since February 2001, prior to which time he served asaVice-Chairman
of the Company since May 1998. Prior to that he served as Chairman and Chi ef Executive Officer of TRIAM Automotivelnc. since
February 1994. Prior to November 1992, Mr. Nicol held various senior management positions within the Company and its
subsidiaries. Mr. Muhr has held the principal occupation above since June, 2000, prior to which he was Managing Director,
Private Banking at UBS AG commencing February 1, 1999. Prior to that time, he was Chief Operating Officer for Latin America
Corporate Financeat Warburg Dillon Read (adivision of UBS) for approximately threeyears. Beforejoining Warburg Dillon Read,
Mr. Muhr worked for Credit Suisse First Boston in several capacities, including serving asthe head of its European fixed income
trading and sal es operations.

OFFICERS
Name and Municipality of Residence Principal Occupation
C. DENNISBAUSCH ..o Executive Vice-President, Marketing and Planning (since October 1994)
Newmarket, Ontario
PAUL BROCK .....orierrieernirenerennerserseesseesseesseseens Assistant Treasurer (since November 1999)
Thornhill, Ontario
FRANK BURKE .......cccovreetrreric st sessennns Vice-President (since September 1997) and Treasurer (since July 1995)
Toronto, Ontario
J BRIAN COLBURN ......cooonrrrecrerirereeeeereneneeeenens Executive Vice-President, Special Projects (since May 1992) and Secretary
North Y ork, Ontario (since January 1994)
WERNER CZERNOHORSKY ......ccccovvrrerrerenererens Executive Vice-President, Capital Investments and Chief Administrative
Richmond Hill, Ontario Officer (since January 2000)
VINCENT J. GALIF .o Executive Vice-President, Finance (since September 1996) and Chief
Woodbridge, Ontario Financia Officer (since December 1997)
PETER KOOB .....ocoeicieereeeteesessssssesssssssssssssessesnns Vice-President, Finance (since January 2000)
Hausen, Germany
MARC NEEB ... Vice-President, Human Resources (since August 2000)
Aurora, Ontario
JAMES NICOL ...t President and Chief Operating Officer (since February 2001)
Toronto, Ontario
JEFFREY O. PALMER ... Executive Vice-President (since January 2001)
Burlington, Ontario
JOHN SIMONETTI vt Vice-President, Taxation (since December 1998)
Toronto, Ontario
TOM SKUDUTIS ... Executive Vice-President, Operations (since May 2001)
Newmarket, Ontario
KEITH STEIN ..ot Vice-President, Corporate Affairs (since March 1999)
Willowdale, Ontario
BELINDA STRONACH ......ocoooirrrerererereeeeirerenenns Vice-Chairman and Chief Executive Officer (since February 2001)
Aurora, Ontario
ANDREW STRONACH ...t Executive Vice-President, Business Development (since May 2001)
Aurora, Ontario
FRANK STRONACH ..o Chairman of the Board (since November 1971)

Oberwaltersdorf, Austria



All of theofficershave held the officesidentified above or another office or occupation with Magnafor not lessthanfiveyears
with the exception of Messrs. Czernohorsky, Neeb, Nicol and Palmer. Mr. Czernohorsky served as a consultant to Magnafrom
1993 until December 1999 and served in various capacities prior to 1993. Mr. Neeb was employed by Magnain November 1998
as Director of Corporate Administration and immediately prior to that was employed as the Chief Administrative Officer (City
Manager) for the Town of Aurorasince July 1995. Mr. Nicol was employed by Magnain May 1998 and immediately prior to that
was employed as Chairman and Chief Executive Officer of TRIAM Automotivelnc. since February 1994. Prior to November 1992,
Mr. Nicol held various senior management positions within the Company and its subsidiaries. Mr. Palmer was employed by
Magnain January 2001, prior to which he was a partner at the law firm of Davies, Ward & Beck LLP since 1985.

The number and percentage of securities of each class of voting securities of the Company beneficially owned, directly or
indirectly, or over which control or direction was exercised by all directors and officers of the Company as agroup (26 persons),
was 4,634,863 (approximately 5.98%) of the Class A Subordinate V oting Shares and 995,602 (approximately 90.68%) of the Class
B Shares, asat March 28, 2001. The number and percentage of securities of each class of voting securities of Tesmabeneficially
owned, directly or indirectly, or over which control or direction was exercised by such personswas 34,000 (approximately 0.23%)
of the Tesma Class A Subordinate Voting Shares and 14,223,900 (100%) of the Tesma Class B Shares, asat March 28, 2001. The
number and percentage of securitiesof each classof voting securitiesof Decomabeneficially owned, directly or indirectly, or over
which control or direction was exercised by such persons was 14,999,949 (approximately 76.72%) of the Decoma Class A
Subordinate Voting Shares and 31,909,091 (100%) of the Decoma Class B Shares, as at March 28, 2001. The number and
percentage of securities of each classof voting securitiesof MEC beneficially owned, directly or indirectly, or over which control
or direction was exercised by such personswas 1,197,201 (approximately 8.41%) of the MEC Class A Subordinate Voting Stock
and 58,466,056 (100%) of the MEC Class B Shares, as at March 28, 2001. The number and percentage of securities of each class
of voting securities of MEC Holdings (Canada) Inc. beneficially owned, directly or indirectly, or over which control or direction
was exercised by such persons was 5,052,832 (approximately 34.09%) of its Exchangeable Shares and 100 (100%) of its common
shares, as at March 28, 2001.

There are no existing or potential material conflicts of interest between Magna and any director or officer of Magna.
ITEM 8. CORPORATE CONSTITUTION

The Corporate Constitution, which forms part of the Company’s charter documents, defines the rights of employees and
investors to participate in the Company’s profits and growth and imposes di sci pline on management. The following description
of the principal featuresof the Corporate Constitution issubject to thedetailed provisionsthereof (including defined termswhich
are capitalized), does not purport to be complete and is qualified inits entirety by reference thereto.

Whenever the term “fiscal year” isused below, it refersto the financial year of the Company as amended from time to time.
On December 10, 1998, the Company’s shareholders approved a change in the Company’s financial year end from July 31 to

December 31. See“ITEM 2. GENERAL DEVELOPMENT OF THE BUSINESS— SIGNIFICANT DEVELOPMENTS—Financing
and Investor Initiatives’ above.

Board of Directors

The Corporate Constitution provides that amajority of the members of the Company’ sBoard of Directorsshall beindividuals
who are not officers or employees of the Company nor persons related to such officers or employees.
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Employee Equity Participation and Profit Sharing Programs

The Corporate Constitution requiresthat 10% of the Company’ sEmployee Pre-Tax ProfitsBefore Profit Sharing for each fiscal
year be allocated firstly to the Profit Sharing Programs and other profit sharing programs and secondly to the Pension Plan (for
participating employees). Such allocations must occur during such year or theimmediately following fiscal year to employeesof
the Company, or its Affiliates who do not participate in an Affiliate Employee Equity Participation and Profit Sharing Programs
and who are not members of Magna' s corporate, operating group or unit management. Therecent amendmentsto the Corporate
Constitution clarified that any allocation to the Pension Plan must be included for purposes of satisfying the overall 10%
requirement and that the 10% may, if necessary, be exceeded if required to satisfy the Company's obligations under the Pension
Plan or applicable law. See“ITEM 3. DESCRIPTION OF THE BUSINESS— HUMAN RESOURCES' above.

Dividends; Minimum Profit Performance

The Corporate Constitution provides that unless otherwise approved by ordinary resolution of the holders of each of the
ClassA Subordinate V oting Sharesand the Class B Shares, voting as separate classes, theholdersof Class A Subordinate V oting
Shares and Class B Sharesshall be entitled to receive and the Company shall pay, asand when declared by the Board of Directors
of the Company out of funds properly applicableto the payment of dividends, non-cumulative dividendsin respect of each fiscal
year so that the aggregate of the dividends paid or payablein respect of such year is:(i) equal to at least 10% of the Company’s
After-Tax Profits after providing for dividends on preference shares for such year; and (ii) on average, equal to at least 20% of
the Company’ s After-Tax Profits as defined after providing for dividends on preference sharesfor such fiscal year and the two
immediately preceding fiscal years (the “ Required Dividends”).

If at any time the Company’ s After-Tax Profits are less than 4% of its“ share capital” (defined as the average stated capital
attributable to Class A Subordinate Voting Shares and Class B Shares at the beginning and at the end of the fiscal year in
guestion) for two consecutive fiscal years or the Company failsto pay the Required Dividends for a period of two consecutive
fiscal years, the holders of Class A Subordinate Voting Shares shall, until the 4% return is achieved in a succeeding fiscal year
and all Required Dividends, if any, are paid, have the exclusive right, voting separately as a class, to nominate and elect two
directors at the next meeting of shareholders at which directors are to be elected, such right to increase the number of directors
which may be elected to continue for each consecutive two year period.

If the 4% return is not achieved or a Required Dividend is not paid for any two consecutive fiscal years following theinitial
two consecutive fiscal years, then holders of Class A Subordinate V oting Shares shall, until the 4% return is achieved for one
fiscal year and al Required Dividends are paid, have the exclusive right, voting separately as a class, to nominate and el ect two
additional directors at the next meeting of shareholders at which directors are to be elected. Once theright of holdersof ClassA
Subordinate V oting Sharesto elect such directorsterminates, the directorswho had been so el ected shall nonethel ess serve until
their successors are duly elected at the next meeting of sharehol ders.

Authorized Share Capital

Except as otherwise approved by the holders of at least a majority of each of the Class A Subordinate Voting Shares and
Class B Shares, voting as separate classes, the Corporate Constitution prohibits: (i) an increase in the maximum number of
authorized shares of any class of the Company’s capital stock (other than Class A Subordinate Voting Shares which may be
issued in an unlimited amount); and (ii) the creation of any new class or series of capital stock having voting rights (other than
on default in the payment of dividends) or having rightsto participate in the profits of Magna (other than securities convertible
into existing classes of shares or a class or series of shares having fixed dividends or dividends determined without regard to
profits).



Unrelated | nvestments

Unless approved by the holders of at |east amajority of each of the Class A Subordinate Voting Shares and Class B Shares,
voting as separate classes, the Corporate Constitution prohibits the Company from making an investment (whether direct or
indirect, by means of loan or guarantee, or otherwise) in any “unrelated business” where such investment, together with the
aggregate of all other investments in unrelated businesses on the date in question, exceeds 20% of the Company’s “available
equity” at the end of the fiscal quarter immediately preceding the date of investment. The term “unrelated business” is defined
to mean any businessthat does not rel ate to the design, manufacture, distribution or sale of motor vehicles or motor vehicle parts,
components, assemblies or accessories, does not utilize technology, manufacturing processes, equipment or skilled personnel
in a manner similar to that utilized or under development by the Company or does not involve the providing of products or
services (i) to suppliersand customers of Magna, and (ii) similar to those provided by suppliersto and customers of Magnafrom
time to time, except that a business shall be deemed to cease to be an “unrelated business” if the net profits after tax of such
business exceed on average 5% of the aggregate investment of Magna in such business for two out of any three consecutive
years subsequent to the date of such investment. The term “available equity” is defined to mean the Company’s total
shareholders’ equity, lessthe stated capital of any non-participating preference shares.

Research and Devel opment

The Corporate Constitution callsfor a minimum of 7% of the Company’ s Pre-Tax Profitsfor any fiscal year to be allocated to
research and development during such fiscal year or theimmediately following fiscal year.

Social Objectives

Pursuant to the Corporate Constitution, amaximum of 2% of the Company’ sPre-Tax Profitsfor any fiscal year may beallocated
to the promotion of “socia objectives’ during such fiscal year or the immediately following fiscal year. The term “social
objectives” isdefined to mean objectiveswhich, in the sol e opinion of the Company’ s* Executive Management”, are of apolitical,
patriotic, philanthropic, charitable, educational, scientific, artistic, social or other useful natureto thecommunitiesinwhichMagna
operates.

I ncentive Bonuses;, Management Base Salaries

The Corporate Constitution provides that aggregate incentive bonuses (which may bepaidin cash or in Magnashares) paid
or payableto“ Corporate Management” in respect of any fiscal year shall not exceed 6% of the Company’ sPre-Tax ProfitsBefore
Profit Sharing for such fiscal year and that base salaries payable to such management shall be comparable to those in industry
generally. “ Corporate Management” is defined to mean the Company’s chief executive officer, chief operating officer, chief
marketing officer and chief administrative officer and any other employee designated by such persons from time to time to be
included within “ Corporate Management”.

ITEM 9. ADDITIONAL INFORMATION

Additional information, including directors’ and executive officers’ compensation and indebtedness, principal holders of the
Company’s securities, shareholder performance review graph, report on corporate governance, the Human Resource and
Compensation Committee’ s report on executive compensation, interests of insiders in material transactions and other matters,
where applicable, iscontained in the Company’ s Management Information Circular/Proxy Statement dated March 28, 2001 for its
most recent annual meeting of shareholders (the “ Information Circular”).

Additional financial information is provided in the Financial Statements.

Any person may obtain copies of the following documents upon request from the Secretary of the Company, c/o Magna
International Inc., 337 Magna Drive, Aurora, Ontario, L4G 7K 1.

(a) whenthesecuritiesof the Company areinthe course of adistribution pursuant to ashort form prospectusor apreliminary
short form prospectus has been filed in respect of adistribution of its securities,

(i)  onecopy of this Annual Information Form,;
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(i)  onecopy of the Annual Report to Shareholdersfor the Y ear Ended December 31, 2000, which containsthefollowing
items:

— the“Management’ s Discussion and Analysis of Results of Operationsand Financial Condition”, whichisthe
only item incorporated by reference herein; and

— theFinancial Statements;

(iii) one copy of any interim financial statements of the Company subsequent to the financial statements for the
Company’ s most recently completed financial year;

(iv) one copy of the Information Circular; and

(v) onecopy of any other documentsthat are incorporated by reference into the preliminary short form prospectus or
the short form prospectus and are not provided under (i) to (iv) above; or

(b) at any other time, one copy of any of the documentsreferredtoin (a)(i) to (iv) above, provided that the Company may

require payment of areasonable charge for such copy if the request is made by a person who is not a security holder of
the Company.
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SCHEDULE A
SUBSDIARIES

The following is alist of the principal subsidiaries of the Company as at January 5, 2001 and their respective jurisdictions of
incorporation. Thecurrent corporate namesof such subsidiariesareidentified below. Parent/subsidiary rel ationshipsareidentified
by indentations. The percentages of thevotesattached to all voting securities, and of each class of non-voting securities, owned
by the Company or over which control or direction isexercised by the Company isindicated. Subsidiariesnot shown individually
each represent | essthan 10% of thetotal consolidated revenuesand total consolidated assets of the Company and, if considered
in the aggregate asasingle subsidiary, represent |ess than 20% of thetotal consolidated revenues and total consolidated assets
of the Company.

Vating Non-Voting  Jurisdiction of
Securities Securities I ncor poration
Magna International of Americalnc. 100% n/a Deaware
Formex Automotive Industries, S.A. deC.V. 100% n/a Mexico
Presmex Automotive Stampings, S.A. de C.V. 100% n/a Mexico
Cosma AmericaHoldings Inc. 100% n/a Deaware
Autotek Industrial de Mexico, S.A.deC.V. 100% n/a Mexico
Cosma International of America, Inc. 100% n/a Michigan
Drive Automotive of America, Inc. 100% n/a Delaware
Dieomatic Incorporated 100% n/a lowa
Eagle Bend Mfg. Inc. 100% n/a Deaware
Marada Industries Inc. 100% n/a Maryland
VehmaInternational of America, Inc. 100% n/a Delaware
Magna Interior Systems Inc. 100% 100% Ddaware
Trend Tool Inc. 100% 100% Delaware
989891 Ontario Inc. 100% n/a Ontario
Magna Seating Systems Inc. 100% n/a Ontario
MIS AmericaHoldings, Inc. 100% n/a Deaware
Magna Seating Systems of America, Inc. 100% n/a Deaware
Atoma International Corp. 100% n/a Ontario
Magna Reflex of America, Inc. 100% n/a Deaware
MagnaMirror Systems Inc. 100% n/a Michigan
2000662 Ontario Inc. 100% n/a Ontario
Bestop, Inc. 60% (1) n/a Deaware
1265058 Ontario Inc. 100% n/a Ontario
Decoma International Inc. 99.29% 100% Ontario
Decomal.L.C. 0% n/a Delaware
Decoma Exterior Trim Inc. 100% n/a Ontario
Decoma Automotive Holding N.V. 100% n/a Belgium
Magna Door Systems GmbH 100% n/a Germany
Magna Automotive Exterior Holding (Germany) GmbH 100% n/a Germany
Magna Exterior Systems GmbH 100% n/a Germany
Conix UK. Limited 100% n/a UK.
Conix Belgium N.V. 100% n/a Belgium
Magna Pebra GmbH 100% n/a Germany
Magna Exterior Systems Limited 100% n/a United Kingdom
Decoma International Corp. 100% n/a Ontario
Conix Canadalnc. 100% n/a Ontario
Decomex Inc. 70% n/a Ontario
DecoplasS.A.deC.V. 99.9% n/a Mexico
Decoma International of America, Inc. 100% n/a Delaware
Norplas Industries Inc. 100% n/a Delaware
Conix Corporation 100% n/a Delaware
Nascote Industries, Inc. 100% n/a Delaware
Tesma International Inc. 90.45% n/a Ontario



Voating Non-Voting  Jurisdiction of

Securities Securities I ncor poration
Litens Automotive Partnership 76.77% (2) n/a Ontario
836112 Ontario Inc. 100% n/a Ontario
Litens Holdings GmbH 100% n/a Germany
Litens Automotive GmbH 100% n/a Germany
1305272 Ontario Inc. 100% n/a Ontario
1276073 Ontario Inc. 100% n/a Ontario
MI Developments de Mexico, SA. deC.V. 100% n/a Mexico
MI Developments AustriaAG 100% n/a Austria
MI Developments AustriaAG & Co. KG 100% n/a Austria
Magna Europa Liegenschaftsverwaltungs GmbH 100% n/a Austria
Magna Eybl Liegenschaftsverwaltungs AG 100% n/a Austria
MI DevelopmentsInc. 100% n/a Ontario
MI Developments (America) Inc. 100% n/a Deaware
MID HoldingsL.L.C. 100% n/a Deaware
MID Realty Holdings LL.C. 100% n/a Deaware
Magna Entertainment Corp. 98.52% n/a Deaware
The Santa Anita Companies, Inc. 100% n/a Deaware
Los Angeles Turf Club, Inc. 100% n/a Cdifornia
Gulfstream Park Racing Association, Inc. 100% n/a Florida
Pacific Racing Association 100% n/a Cdifornia
MEC Land Holdings (California) Inc. 100% n/a Cdifornia
MEC Holdings (Canada) Inc. 100% n/a Ontario
Fontana Beteiligungs GmbH 100% n/a Austria
Magna Investments S.A. 100% n/a Belgium
Magna Automobiltechnik AG 100% n/a Austria
Magna Presstec Autozubehér Ges m.b.H 100% n/a Austria
Magna International Stanztechnik GmbH 100% n/a Germany
Magna Automobiltechnik GmbH (Schweiz) 100% n/a Switzerland
Magna Eybl GmbH 100% n/a Germany
Magna Reflex Holding GmbH 100% n/a Germany
M agna Spi egel systeme GmbH 100% n/a Germany
Magna Eybl Holding GmbH 100% n/a Austria
Magna Eybl Gesellschaft mbH 100% n/a Austria
Magna Participation S.A. 100% n/a Belgium
Magna Zweite Beteiligungs AG 100% n/a Austria
Magna Europa AG 100% n/a Austria
Steyr Powertrain AG 100% n/a Austria
Steyr Powertrain AG & Co. KG 100% n/a Austria
Steyr-Daimler-Puch Fahrzeugtechnik AG 100% n/a Austria
Steyr-Daimler-Puch Fahrzeugtechnik AG & Co.KG 100% n/a Austria
Magna Automotive Holding (U.K.) Limited 100% n/a United Kingdom
Magna Interior Systems Limited 100% n/a United Kingdom
Tricom Group Holdings Limited 100% n/a United Kingdom
Magna Seating Systems Limited 100% n/a United Kingdom

(1) Theremaining voting securities are held by Decoma International, Inc., asubsidiary of the Company.

(2) Pursuanttothetermsof the applicableagreementsbetweentheparties, Tesmalnternational Inc. isentitled to nominate one-
half of the members of the management committee of Litens Automotive Partnership.



