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FORWARD-LOOKING STATEMENTS

The statements in this annual report that are ase¢db on historical facts are called "forward-logkatatements"” within the meaning of the
UNITED STATES PRIVATE SECURITIES LITIGATION REFORMCT OF 1995. These statements appear in a numhibffefent places
in this annual report and can be identified by wasdch as "estimates”, "projects”, "expects", Hids¥, "believes”, "plans”, or their negatives
or other comparable words. Also look for discussiohstrategy that involve risks and uncertaintiegward-looking statements include
statements regarding the outlook for our futurerathens, forecasts of future costs and expendit@esluation of market conditions, the
outcome of legal proceedings, the adequacy ofveseor other business plans. You are cautionddathasuch forward-looking statements
are not guarantees and may involve risks and wainggs. Our actual results may differ materiatlyni those in the forward-looking
statements due to risks facing us or due to atagtd differing from the assumptions underlying predictions. Some of these risks and

assumptions include:

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

- natural phenomena;

- actions by government authorities, including demin government regulation;
- uncertainties associated with legal proceedings;

- technological development;

- future decisions by management in response togthg conditions;

- our ability to execute prospective business pland

- misjudgments in the course of preparing forwamoking statements.

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

In this Form 20-F annual report, unless otherwpseegied, all monetary amounts are expressed ira@ian dollars. The following table sets
out the exchange rates, based on the noon buytiegiraNew York City for cable transfers in foreigurrencies, as certified for customs
purposes by the Federal Reserve Bank of New Yorkhie conversion of Canadian dollars into Unitéat&® dollars in effect at the end of
following periods, and the average exchange r&i@sed on the average of the exchange rates oastheay of each month in such periods)
and the range of high and low exchange rates fdr pariods.

YEARS ENDED DECEMBER 31,

1999 1998 1997 1996 1995
End of period......cccovvveiiviiiiiiiee L 0.6925 0.6504 0.6999 0.7301 0.7323
High for period........cooovvviiiieene. 0.6925 0.7105 0.7487 0.7513 0.7527
Low for the period........cccovvvvvvvnvcncnee L 0.6535 0.6341 0.6945 0.7235 0.7023
Average for the period......ccccccoovveveevceeeee L 0.6744 0.6714 0.7221 0.7332 0.7286

The information set forth in this Form 20-F anntegdort is as at December 31, 1999 unless an earliater date is indicated. On April 25,
2000, the noon rate of exchange, as reported blye¢deral Reserve Bank of New York, for the conwersif Canadian dollars into United
States dollars was U.S.$0.6803 per Canadian dollar.
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PART |
ITEM 1. DESCRIPTION OF BUSINESS
IN THIS DOCUMENT, PLEASE NOTE THE FOLLOWING:

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

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

- SELECTED FINANCIAL INFORMATION HAS BEEN PROVIDEDN U.S. DOLLARS FOR INFORMATIONAL PURPOSES USING
AN EXCHANGE RATE OF ONE CANADIAN DOLLAR BEING EQUALTO U.S.$0.6925, BEING THE FEDERAL RESERVE BANK (¢
NEW YORK RATE OF CONVERSION FOR CANADIAN DOLLARS T@.S. DOLLARS AS AT DECEMBER 31, 199

THE COMPANY

MFC was originally incorporated in June 1951 bydet patent. We were continued under the CANADA BUESS CORPORATIONS ACT
in March 1980 and under the BUSINESS CORPORATIONE AYukon) in August 1996. Our name was changetNedcap Holdings Inc."
in August 1987, to "Arbatax International Inc."March 1996 and to MFC in February 1997.

GENERAL

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

BUSINESS OF MFC

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

Our entrepreneurial experience and lean operatingtare permit us to respond more rapidly to diegnts' needs than many of our larger
competitors. These traits are important to small mid-sized business enterprises, many of whichatdave large internal corporate finance
departments to handle their capital requirements.déielop a partnership approach to assist them#l These activities are principally
conducted through our wholly-owned subsidiary, MA€rchant Bank S.A. ("MFC Bank"). MFC Bank is a lsed full-service Swiss bank
based in Geneva, Switzerland. In 1999, wesdghasized our private banking services as a rektiie global consolidation of asset mana
and shrinking margins. As a result, we now plaahsilient assets with a large Swiss Cantonal badkogher financial institutions. These
arrangements let us maintain key client relatigmslkind mandates where we can provide value-addesbagiservices and yet offer clients
the security, capability and economies of scale laflge Swiss banking institution.
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Our sources of revenues include fees and commis$iom financial services, interest income andteglarading income. Service fees are
generated from the brokerage of securities, asasedlecurities custody and clearing and agencycestwVe also earn fees from commitm
to extend credit, standby letters of credit andrgniees. We earn investment banking fees by pmyisiirategic and financial advice and
arranging financing for clients. We earn inter@sbime through interest earned on our capital frecusties margin loans to clients. We earn
trading income from the purchase and sale of dethteguity securities for our own account.

Our proprietary investing consists of investing oun capital and utilizing our expertise to captimeestment opportunities. We seek to
invest in businesses or assets whose intrinsievalaot properly reflected in their share pricev@ue. Our investing is generally not passive
and we invest where we believe our expertise iarfaial restructuring and management can add ockmnalue. We invest globally and our
objective is to maximize total return measured tlgftoboth long-term appreciation and recognizedgain

Our most important proprietary investment is outirect interest in a mineral royalty (the "royaityerest") in the Wabush Iron Ore Mine (i
"Wabush Mine") located in the Province of Newfowardd, Canada. It has provided an uninterrupted saefrtairly predictable revenue for
over 30 years, which we have used to finance aapretary investments.

The royalty interest consists of a mining dahse of the lands upon which the Wabush Minetiistdd that commenced in 1956 and expir
the year 2055. The terms of the mining sub-leasead@rovide for renewal. Pursuant to the royattgiest, the operator of the Wabush Mine
pays royalties to the holder of the royalty intétessed upon the amount of iron ore shipped fraarfabush Mine. The per ton royalty
amount increases or decreases with fluctuatiottseiriworld price" for iron ore pellets and the Ul®n and Steel Subgroup Producer Price
Index, subject to a minimum royalty amount of $0p#5 ton. Revenues from the royalty interest atkgesii to a minimum annual royalty of
$3.25 million and are dependent on both the paweels for iron ore and the amount of iron ore segpfrom the Wabush Mine.

Gross revenues from the royalty interest were $riliton, $12.9 million and $13.1 million in 1999998 and 1997, respectively. The royalty
interest, which is stated on our balance shees &istorical cost of $1.7 million, was independgappraised in 1998 at a mid-point value of
$30.0 million on a pre-tax basis using an 11% oéteturn.

We originally acquired the royalty interest in 195&d, in 1992, assigned our beneficial interegtramla Holdings Ltd. ("Prada"), in exchange
for its preferred shares. We retained legal taléhe royalty interest and are responsible foadthinistration, receipt of payments, payment of
taxes and other matters relating to the royaltyrggt. The Prada preferred shares have an anwiggmti rate based upon the anticipated
revenues to be received from the royalty inteMd¥&t.also own all of the outstanding debentures atiin the approximate principal amount
of $27.0 million. At the time of assignment Pradallsubstantial Canadian tax losses, and the royadsest represents substantially all of its
revenue.

Other proprietary investments include an approxn&it% interest in TriMaine Holdings, Inc. which #ela portfolio of undeveloped real
estate assets which are located in the PacificiM@st region of the State of Washington. We acduinés interest in 1996 at an aggregate
cost of approximately $13.4 million. We are condhugtpre-development work relating to infrastructuezoning, subdivision and permitting
on a substantial portion of the properties. We aheyelop some of the properties through partnersiops ventures or other associations \
local developers as an interim step in the sakepperty and will continue pidevelopment work on the properties to the extenessary t
protect or enhance their value. We intend to divesitherwise monetize these real estate assetsedrgloy the proceeds in our merchant
banking activities. We may also seek to exchangsdheal estate assets for equity interests.

At December 31, 1999, we also had investments rfceqimately $3.6 million relating to insurance @ations with respect to our insurance
operations which we originally acquired in 1991l éfithe policies of our insurance operations hexgired and we manage and administer
the outstanding claims in the ordinary course. Tiigstment portfolio consists of short-term anagderm fixed interest debt securities as

well as common and preferred shares.

We are principally based in Geneva and Zurich, &wiand and our operations are primarily condugtiegurope and North America. We
currently employ 37 people.



The following is a summary of our revenues by gapgic region for the years set forth:

1999 1998 1997

(in thousands)

Canada...cccoeveiiie e, $17,851 $31,392 $29,043
Switzerland.......ccocvveveeiiiiiiii 88,075 88,237 30,925
United States......cccoeeeevicieeeeeiieeeeeeeeee 19,600 3,681 26,092

$125,526 $123,310 $86,060

Our banking operations are subject to various Sweigalatory requirements, including capital requiests administered by the Swiss Federal
Banking Commission (the "SFBC"). The SFBC is oumarry banking regulator and establishes minimunmtabpgequirements for MFC Ban
Ouir failure to meet minimum capital requirements oesult in mandatory, and possibly additional diSonary action by the SFBC that, if
undertaken, could have a direct material effeaigrinder risk-based capital adequacy guidelinebkshed by the SFBC, banks in
Switzerland must meet specific capital guidelires involve quantitative measures of assets, lissland other off-balance sheet items, as
calculated under Swiss regulatory accounting prastiOur banking operations are required to fittage reports with the SFBC and we are
subject to their examination. MFC Bank is subjeatdstrictions on loans and extensions of credianal on certain other types of transactions
with, affiliates. We believe that the capital ofrdnanking operations is sufficient for its currand reasonably foreseeable operations.

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

Our primary risks are credit or counterparty rigkgrket risks and transaction risks. We have adopdenprehensive risk management
processes to facilitate, control and monitor reking. Further, we do not engage in certain busi®such as real estate or consumer lending
We enter into derivative contracts only to proviteducts and services to clients and to protectaneign exchange exposure.

Credit risk arises from the possibility that couptaties may default on their obligations to useJénobligations can arise from placing ma
market deposits, the extension of credit in trading investment activities, and participation igmpant and securities transactions on our
behalf and as an agent on behalf of clients. Weagrieredit risk on an individual transaction, ceuparty level and on a portfolio basis.
Credit limits for clients and counterparties ar@bkshed by our credit officers and managemerntt Witowledge of the client's
creditworthiness. In addition, we have establishelities and limitations with respect to our setiesi lending practices. Our management
also reviews and monitors exposure concentratipagartfolio level. To reduce credit or countetgaisk, we only place money market
deposits with major banks selected for their finahstrength and reliability. Further, we otherwatéempt only to deal with creditworthy
counterparties and obtain collateral where appatgri

Transaction risks can arise from our investmenkianactivities and relate to the risks of the pregd transaction. These risks include m
and credit risks associated with underwriting siesras well as risks associated with our rolprioviding advisory services. We manage
transaction risk through allocating and monitoriug capital requirements, only underwriting seéesiin circumstances where the risk to our
capital is minimal, careful screening of clientsldransactions, and engaging qualified personneladnage transactions.

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



ACQUISITIONS

We acquired MFC Bank in February 1997 for $27.4iarilplus an annual fee of between 0.25% to 0.50%edain clients' assets held under
management by it at the time of sale and retaiyatiduring the first three years after closingj9b0% of any actual Swiss tax savings
realized by MFC Bank from the utilization of itgtial tax loss carry-forwards.

In September 1997, we acquired Bank Rinderknech{'8RA") for $9.6 million. BRA was headquartered4urich, Switzerland and was
active in private banking and securities tradinglitwas placed in liquidation by the SFBC in Augg 1997. Following its acquisition, we
merged BRA with MFC Bank and rationalized the cameki operations, including transferring all admiatve activities to Geneva,
Switzerland. The acquisition of BRA broadened dignt base and provided us with substantial futarebenefits, including tax loss carry-
forwards of approximately $44.0 million.

In 1997, we also completed the acquisition of tHeQVBecurities group of companies ("MFC Securities'ond trading enterprise based in
Zurich, Switzerland. We acquired MFC Securitiesifsrapproximate book value of $15.7 million plusantingent variable annual fee
payable in cash or in common shares of MFC, abghi®n of the vendors, and based upon MFC Secsiritidure net-after-tax profits.

We acquired approximately 35% of the outstandingroon shares and three million variable voting retsae preferred shares of
Drummond Financial Corporation ("DFC") for an aggate cost of approximately $11.8 million in 1996-@was an "asset lender" and over
time we rationalized and collected its loan poitfoSubsequently, we increased our interest toeqmiately 49.4% of the common shares of
DFC, which, together with the preferred sharesyigles us with control over approximately 76% of tloéing power. In 1998, we acquired

of DFC's outstanding bonds in consideration of $115.2 million of our 8% convertible subordinatedhtde due April 2008.

COMPETITION

We conduct our business in a global environmerittighaighly competitive and unpredictable. We cotepggainst brokerage firms,
investment banks, merchant banks and other investmanagers. We face competition in Switzerlandhfaiher banks, asset managers a
range of non-bank financial institutions and inggronally from investment banks and securities eisalMany of our competitors are national
or international companies with far greater resesrcapital and access to information than us. iesalt, we may become involved in
transactions with more risk.

Numerous variables may have a material effect anmesults of operations, includin
- economic and market conditions, including theiliity of capital markets;
- the volatility of market prices, rates and indice

- the timing and volume of market activity;

- inflation;

- the cost of capital, including interest rates;

- political events, including legislative, regulgt@nd other developments;
- competitive forces, including our ability to @ttt and retain personnel;

- support systems; and

- investor sentiment.

ITEM 2. DESCRIPTION OF PROPERTIES

Our principal office is located in Geneva, Switaed and we also maintain offices in Zurich, Switrmed and Toronto, Canada. All of our
premises are leased.



We participate in the royalty interest through oumership of preferred shares of Prada issueddhamge for a beneficial interest in the
royalty interest. The royalty interest consistaaohining sub-lease of the lands upon which the \Whtdine is situated that commenced in
1956 and expires in the year 2055. The lessor @lKmake Minerals Limited ("Knoll Lake"), which hdk a mining lease from the Province of
Newfoundland, Canada. We own 39.5% of the outstendapital stock of Knoll Lake. The lease requitespayment of royalties to Knc

Lake of $0.22 per ton on shipments of iron ore ftbeWabush Mine. Knoll Lake pays annual dividetodigs shareholders equal to its
royalties less expenses and income taxes.

We transferred our interest in the mining site andace rights to the Wabush Mine to Wabush Irom@any Limited, which is owned by the
Interlake Iron Corporation, Inland Steel Compang Bickands, Mather & Company, for a term co-extensiith our original lease.

Iron ore is shipped from the Wabush Mine to Potgre, Quebec, Canada, where it is pelletized. Ggohl studies done on the Wabush
Mine to date have estimated that the mine hasdrerdeposits of approximately 713 million tons agéng 34.5 fe. In 1997, 1998 and 1999,
5.7 million, 5.6 million and 5.5 million tons ofdn ore, respectively, were shipped from the WalMste.

The Wabush Mine is operated by an unincorporatied y@nture consisting of Wabush Iron Company Ladi{U.S.A.), Steel Company of
Canada Limited (Canada) and Dominion Foundries&Btimited (Canada) (collectively, the "Consortilpwhich pays royalties to the
holder of the royalty interest based upon the arhofimon ore shipped from the Wabush Mine. Thesalties are not to be less than $3.25
million annually until the year 2055. In 1987, tfuyalty rate specified in the base price was améndeequire a base royalty rate of $1.685
per ton with escalations as defined by agreemé&.prior agreement with the Consortium with resp@cenegotiating escalations to the t
rate has expired.

Iron ore is typically sold either as a concentratieereby the iron ore is in granular form, or geeHet, whereby iron ore concentrate has been
mixed with a binding agent, formed into a pelled &nen fired in a furnace. Iron ore pellets carcharged directly into blast furnaces without
further processing and are primarily used to predaig iron which is subsequently transformed irteelk As such, the demand and,
consequently, the pricing of iron ore is dependgran the raw material requirements of integratedigiroducers. Demand for blast furnace
steel is in turn cyclical in nature and is influeddy, among other things, the level of generahenuc activity. As the operator of the
Wabush Mine is owned by the Consortium of steetipoers, production from the mine has been genearadiytained at relatively consistent
levels.

The royalty interest is subject to an escalatiorthat is payable to the Province of Newfoundla@dnada based upon the amount of iron ore
shipped from the Wabush Mine and computed pursieathie Mesabi Old Range Non-Bessemer ore markee tthe "Reference Price"). The
escalation tax was $0.37 per ton in each of 19998and 1999. The Reference Price has ceasedpwhished and we are discussing
possible alternatives with the Government of Newftland.

We also indirectly own approximately 102 acres md@veloped real property which is annexed to thg &iGig Harbour, Washington, whi

is located at the west end of the Tacoma NarrowdgBrirom Tacoma, Washington. Of the total acre&feacres are now zoned for
retail/commercial use, 35 acres for medium der{8itynits per acre) residential use and 17 acrebusiness park/professional office use. The
retail portion of the property is under an optigmeement for the development of a regional shoppémgre. We may develop all or part of
remaining land through partnerships, joint ventunesther economic associations with local develep®ur current involvement with the
property is limited to pre-development work, indhaglinfrastructure (roads, sewer and water seryjgesliminary permits, market studies,
feasibility studies and related activities.

We also indirectly own a 17.2 acre property locateBederal Way, Washington located north of S@&6th Street on Pacific Highway
South. This property is zoned business park anatitities are available to the site. The siteris@mbered by a wetland area which has been
estimated at 2.4 acres exclusive of setback remeinés. Currently, site approval applications hasernbmade for an 800-unit self-storage
facility and an 80,000 square foot warehouse/offémlity.



ITEM 3. LEGAL PROCEEDINGS

In 1999, we successfully appealed a Canada CustathRevenue Agency tax reassessment which woulkel lesulted in additional taxes of
approximately $9.8 million and reduced our non-kedoss for 1993.

We are subject to routine litigation incidentabtar business but do not anticipate that the outocohseich litigation will have a material
adverse effect on our business or financial coorliti

ITEM 4. CONTROL OF REGISTRANT

The following table sets forth certain informatias at March 31, 2000 concerning the ownership oEommon shares as to each person
known to us, based solely upon public records dimgj$, to be the direct and/or indirect owner afnethan ten percent of our common
shares:

TITLE OF CLASS ID ENTITY OF PERSON OR GROUP AMOUNT OWNED PERCENT OF CLASS

Common shares.........ccooevvevciiviiieeeenns Peter Kellogg 2,188,800(1) 18.2%

(1) In his public filings, Mr. Kellogg disclaims heficial ownership of 1,975,500 of the shares,ppraximately 16.4% of our issued and
outstanding shares.

MFC's officers and directors, as a group, own artmd, directly or indirectly, an aggregate of 1413 common shares and have options on
1,584,500 common shares, representing approxima®&hpbo of our common shares on a fully diluted fasi

ITEM 5. NATURE OF TRADING MARKET
MARKET INFORMATION

Our common shares are quoted on the Nasdaq NaNarékt ("Nasdaqg") under the symbol "MXBIF" and tie Frankfurt Stock Exchange
under the symbol "MFC GR". The following table sktth the quarterly high and low sales prices wf common shares on Nasdaq for the
periods indicated:

NASDAQ

1998

March 31, . U.S.$14.06 U.S.$9.88
JUNE 30 14.38 9.50
September 30.....occvveeeiiiiiiie e 10.31 5.88
December 31.....cccovvviviiiiiiiieeee e 9.25 4.69
1999

March 3l....ccoovie e 9.00 6.50
JUNE B0 8.31 5.81
September 30 12.25 6.31
December 31.....cccovviiiiiiiiiiieiiieeieieeeeee 9.50 7.50
2000

March L. 10.00 6.75
April Lto April 25 8.00 6.81

SHAREHOLDER DISTRIBUTION

As at April 25, 2000, there were approximately 3 holders of record of our common shares and aabte?2,042,156 common shares were
outstanding. Approximately 10,764,337 or 89% of coommon shares are held of record by 1,828 U.Slehs] including depositories and
clearing agencies.



DIVIDEND INFORMATION

The actual timing, payment and amount of dividepaisl on our common shares is determined by ourdbofadirectors, based upon things
such as our cash flow, results of operations amahtial condition, the need for funds to financgaing operations and such other business
considerations as our board of directors considgevant. In June 1997, we paid a dividend of $@éshare and, in June 1998, we paid a
dividend of U.S.$0.02 per share.

ITEM 6. EXCHANGE CONTROLS AND OTHER LIMITATIONS AFF ECTING SECURITY HOLDERS

There are presently no governmental laws, decreesgyalations in Canada which restrict the expoitaport of capital, or which impose
foreign exchange controls or affect the remittaoiciaterest, dividends or other payments to nomdezg holders of MFC's common shares.
However, any remittances of dividends to Unitedestaesidents are subject to a 15% withholding%& if the beneficial owner of the
dividends is a corporation owning at least 10%hefvoting shares of MFC) pursuant to Article X loé Canada-U.S. Tax Convention (1980),
as amended (the "Treaty"). See "ITEM 7. Taxation".

Except as provided in the INVESTMENT CANADA ACT &HICA"), there are no limitations specific to thights of non-Canadians to hold
or vote our common shares under the laws of Caoatlee Yukon Territory, or in our charter documeiitise following summarizes the
principal features of the ICA for non-Canadian desits proposing to acquire our common shares. BUBIMARY IS OF A GENERAL
NATURE ONLY AND IS NOT INTENDED TO BE, AND SHOULD ®T BE CONSTRUED TO BE, LEGAL ADVICE TO AN®

HOLDER OR PROSPECTIVE HOLDER OF OUR COMMON SHARE®D NO OPINION OR REPRESENTATION TO ANY HOLDER
OR PROSPECTIVE HOLDER OF OUR COMMON SHARES IS HERERADE. ACCORDINGLY, HOLDERS AND PROSPECTIVE
HOLDERS OF OUR COMMON SHARES SHOULD CONSULT WITH BtR OWN LEGAL ADVISORS WITH RESPECT TO THE
CONSEQUENCES OF PURCHASING AND OWNING OUR COMMON ARES.

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

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

Certain transactions relating to our common shaadd be exempt from the ICA, including:
(a) the acquisition of our common shares by a peirséhe ordinary course of that person's busiaess trader or dealer in securities;

(b) the acquisition of control of MFC in connectiaiith the realization of security granted for arlaa other financial assistance and not for a
purpose related to the provisions of the ICA; and

(c) the acquisition of control of MFC by reasoraof amalgamation, merger, consolidation or corparaieganization following which the
ultimate direct control in fact of MFC, through ogmship of our common shares, remains unchanged.
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ITEM 7. TAXATION
CERTAIN CANADIAN FEDERAL INCOME TAX CONSEQUENCES

We consider that the following general summarylfadescribes the principal Canadian federal inctemeconsequences applicable to a hc
of our common shares who is a resident of the drifates, who is not a resident of Canada and whse dot use or hold, and is not deemed
to use or hold, his common shares of MFC in conoeatith carrying on a business in Canada (a "resident holder").

This summary is based upon the current provisiétiseoINCOME TAX ACT (Canada) (the "ITA"), the relgtions thereunder and the
current publicly announced administrative and aseg9olicies of the Canada Customs and Revenuadygdaxation. This description is
not exhaustive of all possible Canadian federadnme tax consequences and does not take into acooanticipate any changes in law,
whether by legislative, governmental or judiciatiaic.

THIS SUMMARY IS OF A GENERAL NATURE ONLY AND IS NOTNTENDED TO BE, AND SHOULD NOT BE CONSTRUED TO
BE, LEGAL OR TAX ADVICE TO ANY HOLDER OR PROSPECTE HOLDER OF OUR COMMON SHARES, AND NO OPINION OR
REPRESENTATION WITH RESPECT TO THE TAX CONSEQUENCES ANY HOLDER OR PROSPECTIVE HOLDER OF OUR
COMMON SHARES IS MADE. ACCORDINGLY, HOLDERS AND PREPECTIVE HOLDERS OF OUR COMMON SHARES SHOULD
CONSULT WITH THEIR OWN TAX ADVISORS WITH RESPECT TOHE INCOME TAX CONSEQUENCES OF PURCHASING,
OWNING AND DISPOSING OF OUR COMMON SHARES.

DIVIDENDS

Dividends paid on our common shares to a non-rasti@der will be subject to withholding tax. Thegaty provides that the ITA's standard
25% withholding tax rate is reduced to 15% on divids paid on shares of a corporation resident ma@a (such as MFC) to residents of the
United States, and also provides for a further cédn of this rate to 5% where the beneficial owokthe dividends is a corporation resident
in the United States that owns at least 10% of/timg shares of the corporation paying the divitlen

CAPITAL GAINS

A non-resident holder is not subject to tax undierliTA in respect of a capital gain realized upoa disposition of a share of MFC unless the
share represents "taxable Canadian property” thdtder thereof. Our common shares will be considéaxable Canadian property to a
nonresident holder if:

(a) the non-resident holder;
(b) persons with whom the non-resident holder ditideal at arm's length; or
(c) the non-resident holder and persons with whoah sion-resident holder did not deal at arm's kengt

owned not less than 25% of the issued shares oflasyg of our capital stock at any time duringfthe year period preceding the disposition
of such shares. In the case of a non-resident htwdghom shares of MFC represent taxable Canattiaperty and who is resident in the
United States, no Canadian taxes will generallpdgable on a capital gain realized on such sharesdson of the Treaty unless the value of
such shares is derived principally from real propsituated in Canada.

CERTAIN UNITED STATES FEDERAL INCOME TAX CONSEQUENC ES

The following is a general discussion of certaisgible United States Federal foreign income taxemaunder current law, generally
applicable to a U.S. Holder (as defined below) wf common shares who holds such shares as cagstatisa This discussion does not address
all relevant Federal income tax matters and it da¢saddress consequences peculiar to personsstdfpecial provisions of Federal incc
tax law, such as those described below as exclitdadthe definition of a U.S. Holder. In additidhjs discussion does not cover any state,
local or foreign tax consequences. See "Certaira@ian Federal Income Tax Consequences” above.

The following discussion is based upon the sectiadribe Internal Revenue Code of 1986, as amentied'Code"), Treasury Regulations,
published Internal Revenue Service ("IRS") rulingshlished administrative positions of the IRS andrt decisions that are currently
applicable, any or all of which could be materiaiyd
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adversely changed, possibly on a retroactive basany time. In addition, this discussion doesaustsider the potential effects, both adverse
and beneficial, of any recently proposed legistatidnich, if enacted, could be applied, possiblyaaetroactive basis, at any time.

THE FOLLOWING DISCUSSION IS FOR GENERAL INFORMATIORNLY AND IS NOT INTENDED TO BE, NOR SHOULD IT BE
CONSTRUED TO BE, LEGAL OR TAX ADVICE TO ANY HOLDEROR PROSPECTIVE HOLDER OF OUR COMMON SHARES, Al
NO OPINION OR REPRESENTATION WITH RESPECT TO THE IlED STATES FEDERAL INCOME TAX CONSEQUENCES T
ANY SUCH HOLDER OR PROSPECTIVE HOLDER IS MADE. ACEDINGLY, HOLDERS AND PROSPECTIVE HOLDERS OF Ol
COMMON SHARES SHOULD CONSULT THEIR OWN TAX ADVISORBBOUT THE FEDERAL, STATE, LOCAL, AND FOREIGN
TAX CONSEQUENCES OF PURCHASING, OWNING AND DISPOSINOF OUR COMMON SHARES.

U.S. HOLDERS

As used herein, a "U.S. Holder" includes a holdexus common shares who is a citizen or residethefUnited States, a corporation created
or organized in or under the laws of the Unitede&tar of any political subdivision thereof, anyignwhich is taxable as a corporation for
U.S. tax purposes and any other person or entise/lownership of our common shares is effectivehnected with the conduct of a trade
business in the United States. A U.S. Holder dagsnelude persons subject to special provisionSeaferal income tax law, such as tax-
exempt organizations, qualified retirement plaimsricial institutions, insurance companies, retdtesnvestment trusts, regulated investment
companies, broker-dealers, non-resident alien iddais or foreign corporations whose ownershipwf@mmon shares is not effectively
connected with the conduct of a trade or businesise United States and shareholders who acquisdshares through the exercise of
employee stock options or otherwise as compensation

FOREIGN TAX CREDIT

A U.S. Holder who pays (or has withheld from disttions) Canadian income tax with respect to thaemship of our common shares may
entitled, at the option of the U.S. Holder, to eith deduction or a tax credit for such foreignpaid or withheld. Generally, it will be more
advantageous to claim a credit because a creditesdJnited States Federal income taxes on a doliaollar basis, while a deduction
merely reduces the taxpayer's income subject toltais election is made on a year-by-year basisgemerally applies to all foreign income
taxes paid by (or withheld from) the U.S. Holderidg that year. There are significant and compieitations which apply to the credit,
among which is an ownership period requirementthadyeneral limitation that the credit cannot exicée proportionate share of the U.S.
Holder's United States income tax liability thas 10.S. Holder's foreign source income bears tohits worldwide taxable income. In
determining the application of this limitation, tharious items of income and deduction must besilad into foreign and domestic sources.
Complex rules govern this classification proces$®r€ are further limitations on the foreign taxditéor certain types of income such as
"passive income", "high withholding tax interesfinancial services income", "shipping income", arattain other classifications of income.
The availability of the foreign tax credit and #ygplication of the limitations on the credit aretfapecific and holders and prospective hol
of our common shares should consult their own thsisars regarding their individual circumstances.

PASSIVE FOREIGN INVESTMENT CORPORATION

We do not believe that we are a passive foreigastment corporation (a "PFIC"). If a U.S. Holdesptises of shares in a PFIC, any resultant
gain will be subject to a tax that is determinedabyportioning the gain pro rata over the entirelimg period of the shares. The amount of
that is apportioned to the current year, and to@ey1987 holding period, is included in the U.®8ld¢r's current income.

The tax on the amount apportioned to any prioryeaginning with 1987 is calculated using the higl&x rate in each applicable year. In
addition, interest compounded daily is chargednentax due for each prior year from the due datbefeturn for the respective year to the
due date for the current year. The interest rasetigjuarterly. The U.S. Holder's current yearigarcreased by the special tax and interest on
amounts apportioned to prior years.
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A U.S. Holder can avoid this special tax and indeoharge by making a permanent election to tr&I& as a "qualified electing fund" and
to report in each year thereafter such sharehelgeo' rata share of the ordinary earnings andaggtat gains of a PFIC. If the election is not
made in the first year that the U.S. Holder owresghares, a special election would have to be nwacleanse the effect of the prior year's
holding periods.

These rules apply similarly to distributions frorPBIC that would be considered excess distributiGusnplex rules govern the determinal
of applicable gains and excess distributions, #ieutation of the amounts allocated pro rata torpyears, the resultant tax and applicable
interest, and the qualified electing fund electiamether as pedigreed or npedigreed. Holders and prospective holders of comshares ¢
a PFIC should consult their own tax advisors reiggrtheir individual circumstances.

ITEM 8. SELECTED FINANCIAL DATA

The following table summarizes selected consoldifiteancial data for us prepared in accordance ®#dhadian generally accepted
accounting principles ("Canadian GAAP"). Additiomaflormation is presented to show the differencéctviivould result from the application
of United States generally accepted accountingcimies ("U.S. GAAP") to MFC's financial informatioRor a description of the differences
between Canadian GAAP and U.S. GAAP, see Note buo€onsolidated financial statements includedvefeere in this annual report. The
information in the table was extracted from the endetailed consolidated financial statements alade@ notes included herein and should be
read in conjunction with such financial statemeartd with the information appearing under the hegdiiTEM 9. Management's Discussion
and Analysis of Financial Condition and Result©gpkrations".

CANADIAN GAAP

YEARS ENDED DECEMBER 31,

1999 1998 1997 1996 1995

(in thousands, other than per share amounts)

REVENUES.......coiiiiaiiiieeiieeiiee e $ 125,526 $123,310 $ 86,060 $ 75,467 $26,329
Income (loss) from continuing operations........ 36,328 30,235 23,617 13,994 (1,235)
Income (loss) from continuing operations per

share BasiC(1)......cuueeeeveieeeeeeeinnnnnnns 3.00 2.48 1.95 1.52 (0.15)

Fully diluted(1)......cccceeoeeiiiiannnnne 2.60 2.20 1.79 1.37 (0.15)
Net income (loss) 31,389 30,235 23,617 13,994 (1,235)
Net income (loss) per share Basic(1)............ 2.59 2.48 1.95 1.52 (0.15)

Fully diluted(1) 2.28 2.20 1.79 1.37 (0.15)
Total assets............ 270,107 238,109 226,890 160,368 73,551
DEDL...cciiieiiie et 30,917 40,091 41,602 42,937 -
Shareholders' equity.........ccccvvvvvevennnn... 170,811 154,396 120,156 91,516 51,383
Cash dividends(2)........cccccvvvveveveerenennn. -- 369 106 --
Cash dividends per share(2)..........ccccueee... - 0.03 0.01

(1) All amounts have been adjusted to reflecta 1.5 stock split effected in March 1996.
(2) Paid on MFC's common shares.
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U.S. GAAP

YEARS ENDED DECEMBER 31,

1999 1998 1997 1996 1995

(in thousands, other than per share amounts)

REVENUES.......coiiiiaiiieeiieeiiee e $ 128,270 $118,842 $83,138 $72,094 $26,329
Income (loss) from continuing operations........ 40,313 31,922 12,365 13,329 (1,600)
Income (loss) from continuing operations per
share BasiC(1).....uueeeeveieeeeeeeinnnnnnns 3.33 2.62 1.07 1.45 (0.20)
Diluted(1)...cvveeireeiiiieeiie e 3.12 2.42 1.00 1.41 (0.20)
Net income (I0SS)......c.ceovveieiieeiiiinans 35,374 31,922 12,365 13,329 (1,600)
Net income (loss) per share Basic(1)............ 2.92 2.62 1.07 1.45 (0.20)
Diluted(1).....eveerreeiiieeiieenieee 2.75 2.42 1.00 1.41 (0.20)
Total asSets......ccoovvvevieeiiiiieiieeeee. 265,658 229,529 223,528 173,597 77,711
DEDL...cciiieiiie et 30,917 40,091 41,602 42,937 -
Shareholders' equity.........ccccvvvveeeennn... 166,363 146,969 112,721 95,331 58,416
Cash dividends(2)........cccccvvvveeeieerenennn. -- 369 106 -- --
Cash dividends per share(2).......ccccccec...... -- 0.03 0.01

(1) All amounts have been adjusted to reflect @ 1.5 stock split effected in March 1996.
(2) Paid on MFC's common shares.
ITEM 9. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of our finahcondition and results of operations for theethyears ended December 31, 1999 should
be read in conjunction with our consolidated firnahstatements and related notes included in tmigial report. Our financial statements
included herein were prepared in accordance witha@i@an GAAP. For a reconciliation of our finanag#tements included herein to U.S.
GAAP, see Note 17 to the financial statements. Alemade certain reclassifications to the prioiogist financial statements to conform to
the current period's presentation.

RESULTS OF OPERATIONS

We are a financial services company that focuses aperchant banking. We provide specialized bankimg corporate finance services
internationally. These activities are primarily doisted through our wholly-owned subsidiary, MFC btemt Bank S.A. We also commit our
own capital to promising enterprises and invest@herwise trade to capture investment opportunftde our own account. We seek to invest
in businesses or assets whose intrinsic valuetipnoperly reflected in their share price or val@err investing is generally not passive. We
seek investments where our financial and manageexgetrtise can add or unlock value.

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

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

YEAR ENDED DECEMBER 31, 1999 COMPARED TO THE YEAR ENDED DECEMBER 31, 1998

The following table provides selected quarterhafinial information for MFC for each quarter of 1999

1999
DECEMBER 31 SEPTEMBER 30 JUNE 30 MARC H 31
(in thousands, other than per share amounts )
REVENUES......oivieiieeviesiee e ... $52,098 $24,038 $25929 $23 461
EXPENSES..coiiiiiiiiieiiieiiie e .. 39,024 13,538 18,589 18 ,283
Net iNCOME......ccoviiiiiiiiiieieeee, 8,630 10,425 7,262 5 ,072
Fully diluted earnings per share................... 0.62 0.74 0.53 0.39
Total asSets.......ccovvvveeeiiiiriiieeeiieene .. 270,107 273,369 259,275 244 717
Shareholders' equity.........ccccccceeviiranneene ... 170,811 167,887 155,592 153 726

In 1999, our revenues increased to $125.5 milliomf$123.3 million in 1998, primarily as a resultiading activities. Our investment
portfolio remains principally invested in investmigmnade securities. In 1999, we deyphasized our private banking services largely i@sul
of the global consolidation of asset managers andlsng margins. As a result, commencing in thedtiquarter of 1999, we have focused on
providing value-added advisory services to oumttie

In 1999, we began electronic banking and equiteding for our clients through our NetBanking wébsin March 2000, we discontinued
operation of the website due to changing econommriddmentals in Europe, including increasing prim@getition and customer acquisition
costs. As a result, we took a one-time loss froohgliscontinued operations of $4.9 million, or $0pr share on a fully diluted basis, for the
year ended December 31, 19

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

In 1999, net earnings were $31.4 million or $2.88 ghare on a basic basis ($2.28 per share otyalfiiited basis). Income from continuing
operations in 1999 was $36.3 million, or $3.00 gieare on a basic basis ($2.60 per share on adillied basis). In 1998, net earnings were
$30.2 million or $2.48 per share on a basic b&2s20 per share on a fully diluted basis). Net is@sin 1998 included $8.1 million on the
purchase of debt securities.

YEAR ENDED DECEMBER 31, 1998 COMPARED TO THE YEAR ENDED DECEMBER 31, 1997

In 1998, our revenues increased by approximatel§%43o $123.3 million from $86.1 million in 1997imarily due to increased banking and
financial services fees. Banking and financial emw fees increased by 41.8% in 1998 from 1993, rasult of the inclusion of the results of
MFC Bank for the full year. The acquisition of MBank resulted in our generating revenues from dgjpersisuch as brokerage commissi
foreign exchange trading fees, asset managementbaidd fees and banking fees generated fromngjaistomer deposits on a fiduciary
basis with counterparties. The increase in reveremdted primarily from an increase in the amafrassets under management and higher
revenues from corporate finance advisory serviResenues from investments increased by 56.5% i8 @& 1997, as a result of greater
trading activities. Our investment portfolio rem&jprincipally invested in investment grade secesiti

Expenses increased to $92.8 million in 1998 fror. $énillion in 1997, primarily as a result of highrevenues. General and administrative
expenses increased to $19.4 million in 1998 fro@.4Million in 1997, primarily due to the inclusiofthe results of MFC Bank for the full
year and higher revenues. Interest expense dedr&a$d.8 million in 1998 from $5.1 million in 199@rimarily due to a decrease in amot
borrowed during the year.
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In 1998, net earnings were $30.2 million or $2.48 ghare on a basic basis ($2.20 per share ofyalfuited basis). Net earnings in 1998
included $8.1 million on the purchase of debt sitiest In 1997, net earnings were $23.6 millior$tr95 per share on a basic basis ($1.79 pel
share on a fully diluted basis). Net earnings i87lBicluded $2.9 million on the purchase of delousigies. Increased revenues from banking
and financial services contributed to improved eey®in 1998, which were partially offset by incsed expenses related to investment
securities and higher general and administratipepses.

LIQUIDITY AND CAPITAL RESOURCES

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

DECEMBER 31, DECEMBER 31,
1999 1998 1999 1998
(U.S. Dollars in (Canadian Dollars in
thousands, thousands,
other than other than percentages)
percentages)
Cash and cash equivalents........................ $34,343 $25,398 $ 49,567 $ 38,871
SECUNMEIES...cvviieeiieieceee e 46,981 50,309 67,808 76,998
Total asSets......coocvvveerviiiereenieeeene 187,145 155,576 270,107 238,109
DeDL...ooiiiii 21,421 26,195 30,917 40,091
Shareholders' equity..........cccceevervennne 118,348 100,878 170,811 154,396
Return on equity from continuing operations...... 23.5% 252%  23.5% 25.2%

We maintain a high level of liquidity, with a sulstial amount of our assets held in cash and ogsivadents, highly liquid marketable
securities and customer loans collateralized bykatable securities. The highly liquid nature ofsh@ssets provides us with flexibility in
managing our business and financing. We also uséididity in client related services where we as a financial intermediary for third
parties and in our own proprietary investing atigg.

At December 31, 1999, our cash and cash equivahesres $49.6 million, compared to $38.9 million adember 31, 1998. At December 31,
1999, we had securities of $67.8 million, compae#i77.0 million at December 31, 1998.

We view return on equity to be an important measfieur performance, in the context of both thetipalar business environment in which
we operate and our peer group's results. In 1989.888, respectively, our return on equity was @&%. We manage our capital position
based upon, among other things, business oppaesiniapital availability and rates of return, tibgge with internal capital policies and
regulatory requirements.

OPERATING ACTIVITIES

Operating activities provided cash of $29.9 milliar.999, compared to using cash of $1.0 milliod998. In 1999, a decrease in receivables
provided cash of $1.7 million compared to usinghoafs$4.3 million in 1998. An increase in amountedrom investment dealers used cash
of $11.1 million and $7.8 million in 1999 and 1998spectively. A decrease in accounts payable ecrdiad expenses used cash of $1.0
million in 1999. We expect to generate sufficieasle flow from operations to meet our working cdpitguirements.

INVESTING ACTIVITIES

Investing activities used cash of $35.7 milliorlB99, compared to $1.6 million in 1998. In 1998eaincrease in margin loans used cash of
$34.7 million, compared to $0.2 million in 1998.1899, purchases of subsidiaries used cash ofrfillian.

FINANCING ACTIVITIES

Net cash provided by financing activities was $2@i8ion in 1999, compared to $4.9 million usedli®98. Net debt repayment used cas
$7.2 million in 1999, compared to net borrowingeviding cash of
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$10.4 million in 1998. In 1999, a net increase épakits associated with margin loans granted lyraxded cash of $34.3 million, compared
to a net decrease in deposits using $10.1 milliob998. The net repurchase of common shares in 4889 cash of $0.2 million, compared to
$4.7 million in 1998. We did not pay dividends amr gommon shares in 1999, compared to paying $dlibmin dividends in 1998.

FOREIGN CURRENCY

Substantially all of our operations are conducteihiernational markets and our consolidated fireresults are subject to foreign currency
exchange rate fluctuations, in particular, thos8witzerland.

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

As a substantial amount of our revenues are redéiv8wiss francs, our financial position for ariyan period, when reported in Canadian
dollars, can be significantly affected by the exaygrate for Swiss francs prevailing during thaiquk In the year ended December 31, 1999,
we reported approximately a net $14.8 million fgreexchange translation loss and, as a resulwnulative foreign exchange translation
loss at December 31, 1999 was $4.3 million, conmtbtoea $10.5 million gain at December 31, 1998.

Since both our principal sources of revenues apemses are in Swiss francs, we use derivativesoteqi our foreign exchange exposure.
See "ltem 9A--Quantitative and Qualitative DisclasuAbout Market Risk".

Based upon the period average exchange rate in f@9Z€anadian dollar increased by approximatel$%2n value against the Swiss franc
since December 31, 1998.

EUROPEAN ECONOMIC AND MONETARY UNION

The Economic and Monetary Union ("EMU") has repthtige national currencies of eleven participatingdpean countries with a single
European currency, the "Euro”. The Euro was laudéhdanuary 1, 1999 when the European Central Baakmed monetary policy for the
participating nations. During a transition periadtil the national currencies from the participgtmembers are withdrawn from circulation
(July 2002 at the latest), such currencies willtcare to exist but only as fixed denominationstef Euro.

Our business is primarily based in Switzerlandhgitgh Switzerland is not a participating membemtguof the EMU and did not adopt the
Euro, we commenced preparations for the introdanatiiothe Euro in 1998 and implemented modificatimmeur information and technology
systems and programs in order to prepare for #hesition. Preparations included modifications to @mputer systems and programs and
coordination with clients and other counterparteeensure a smooth transition to the Euro. We \abte to successfully transact business in
the Euro beginning on January 1, 1999. Costs aasacivith modifications and other preparations ssaey to prepare for the transition to
Euro were not material and were funded throughatpey cash flow and expensed in the period in wkhey were incurred.

The introduction of the Euro has and will continaeesult in greater crossrder transparency and will have a significantactpn Europes
financial markets. The Euro is expected to prebariness opportunities for all participants in Ehegopean financial markets, including MF

DERIVATIVE INSTRUMENTS

Derivatives are financial instruments, the paymeiitshich are linked to the prices, or relationshijetween prices, of securities or
commodities, interest rates, currency exchange @tether financial measures. Derivatives aregihesl to enable parties to manage their
exposure to interest rates and currency exchangs, @nd security and other price risks. We uswateres to provide products and services
to clients and for our own account to protect aueign exchange exposure.
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YEAR 2000

We did not experience any difficulties associatétth the changeover to the year 2000. While our mgan®ent believes that it took adequate
steps to address the year 2000 issue, and we tagvace of any difficulties experienced by our etieassociated with the changeover to the
year 2000, there can be no assurance that difésuissociated with the year 2000 may not arisiedriuture.

INFLATION

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

ITEM 9A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

We are exposed to market risk from changes inestaates, foreign currency exchange rates andygguices which may affect our results of
operations and financial condition. We manage thisks through internal risk management policiesciwtare administered by management

committees. We also entered into derivative foragohange forward contracts for our own accountclvhas an aggregate notional amount
of $8.7 million, to hedge against these risks.

INTEREST RATE RISK

Fluctuations in interest rates may affect the ¥aiue of financial instruments sensitive to intérases. An increase in interest rates may
decrease the fair value and a decrease in intextest may increase the fair value of such finarog&tuments. Our financial instruments
which may be sensitive to interest rate fluctuatiare investments and debt obligations. The followables provide information about our
exposure to interest rate fluctuations for theyiag amount of financial instruments that may bes##ve to such fluctuations as at December
31, 1999 and 1998, respectively, and expectedftash from these instruments.

AS AT DECEMBER 31, 1999
(IN THOUSANDS)

EXPECTED FUTURE CASH FLOW
CARRYING FAIR - e e

VALUE VALUE 2 000 2001 2002 2003 2004 THEREAFTER
Investments(1).......... $29,965 $30,086 $26 474 $ - $ - $ -- $3612 $ -
Debt obligations(2)..... 20,445 16,356 - - - - - 16,356
(1) Investments consist of debt securities.
(2) Debt obligations consist of the bonds whichum@ibn March 31, 2008 and bear interest at 8% mpeura.
AS AT DECEMBER 31, 1998
(IN THOUSANDS)
EXPECTED FUTURE CASH FLOW
CARRYING FAIR - e e
VALUE VALUE 1 999 2000 2001 2002 2003 THEREAFTER
Investments(l).......... $44,937 $45,536 $27 742 $2,358 $1,532 $ - $8,099 $ 5,805
Debt obligations(2)..... 22,834 20,550 - - - - - 20,550

(1) Investments consist of debt securities.
(2) Debt obligations consist of the bonds whichumaion March 31, 2008 and bear interest at 8% meura.
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FOREIGN CURRENCY EXCHANGE RATE RISK

Our reporting currency is the Canadian dollar. Wkl iinancial instruments primarily denominatedJrs. dollars and Swiss francs. A
depreciation of such currencies against the Canatbdar will decrease the fair value and an appatem of such currencies against the
Canadian dollar will increase the fair value oftsfioancial instruments. Our financial instrumewtsich may be sensitive to foreign currency
exchange rate fluctuations are investments, lateposits and debt obligations. The following talpesvide information about our exposure
to foreign currency exchange rate fluctuationstfier carrying amount of financial instruments thatyrbe sensitive to such fluctuations as at
December 31, 1999 and 1998, respectively, and éxpeash flows from these instruments:

AS AT DECEMBER 31, 1999
(IN THOUSANDS)

EXPECTED FUTURE CASH FLOW
CARRYING FAIR - e e

VALUE VALUE 2 000 2001 2002 2003 2004 THEREAFTER
Investments(1).......... $59,548 $61,493 $53 03% $ - $ - $ -- $3612 $ 4,846
Loans(2)......ccceeenne 75,030 75,030 59 ,654 -- 7,077 8,299 --
Deposits(3)............. 47,563 47,563 47 563 - - - - -

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

(1) Investments consist of debt securities andtgaeicurities, both of which are primarily denomewhin U.S. dollars and Swiss francs.
(2) Loans are denominated in U.S. dollars or Stvescs.

(3) Deposits consist of cash deposits with MFC Bank

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

AS AT DECEMBER 31, 1998
(IN THOUSANDS)

EXPECTED FUTURE CASH FLOW
CARRYING FAIR - e e

VALUE VALUE 1 999 2000 2001 2002 2003 THEREAFTER
.......... $68,350 $67,737 $48 389 $ 957 $ -- $ - $8,099 $10,292
.. 49,526 49,526 40 , 726 - - 8,800 -
25,124 25,124 19 ,759 5,365 - - -
..... 40,091 37,807 2 ,533 -- - 14,724 20,550

(1) Investments consist of debt securities andtgaeicurities, both of which are primarily denonmé@whin U.S. dollars and Swiss francs.
(2) Loans are denominated in U.S. dollars or Stvescs.

(3) Deposits consist of cash deposits with MFC Bank

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

EQUITY PRICE RISK

Changes in trading prices of equity securities iafégct the fair value of equity securities or thé f/alue of other securities convertible into
equity securities. An increase in trading pricelb wcrease the fair value and a decrease in topditces will decrease the fair value of equity
securities or instruments convertible into equégwgities. Our financial instruments which may basitive to fluctuations in equity prices are
investments and debt obligations. The followindealprovide information about our exposure to flations in equity prices for
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the carrying amount of financial instruments séwsito such fluctuations as at December 31, 19991898, respectively, and expected cash
flows from these instruments:

AS AT DECEMBER 31, 1999
(IN THOUSANDS)

EXPECTED FUTURE CASH FLOW
CARRYING FAIR - e e

VALUE VALUE 2 000 2001 2002 2003 2004 THEREAFTER
Investments(1).......... $37,843 $38,614 $31 748 ¢ - ¢ - & - & - $ 6,866
Debt obligations(2)..... 20,445 16,356 - - - - - 16,356

(1) Investments consist of equity securities.

(2) Debt obligations consist of the bonds which@mvertible into common shares of MFC at a fixedg A change in the price of our
common shares may affect the fair value of the bond

AS AT DECEMBER 31, 1998
(IN THOUSANDS)

EXPECTED FUTURE CASH FLOW
CARRYING FAIR - . e

VALUE VALUE 1 999 2000 2001 2002 2003 THEREAFTER
Investments(L).......... $32,061 $31,790 $25 143 $ - $ - $ - $ - $ 6,647
Debt obligations(2)..... 22,834 20,550 - - - - - 20,550

(1) Investments consist of equity securities.

(2) Debt obligations consist of the bonds which@mvertible into common shares of MFC at a fixedg A change in the price of our
common shares may affect the fair value of the bond

ITEM 10. DIRECTORS AND OFFICERS OF REGISTRANT

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

The following table sets out certain informatiomcerning MFC's directors and executive officers:

DATE OF EXPIRAT ION OF
COMMENCEMENT TERM OF
OF OFFICE WITH OFFICE WITH
NAME PRESENT POSITION WITH MFC MFC MF C
Michael J. Smith.........cccooiiiiiiie Director and 1986 200 2
President 1996
ROy Zanatta..........cccoeveveenviviiiiieenens Director and 1996 200 2
Secretary 1996
Sok Chu Kim......ccooviiiiiiiiieeeeiieen Director 1996 200 1
Og-Hyun Chin........covvvviiiiiiiiiiiiiiines Director 1994 200 1
Julius Mallin........coooeeiviiieieee Director 1994 200 0
Dr. Stefan Feuerstein.............cccccoeeeene Nominee Director(1) - -

(1) Dr. Feuerstein is nominated to be electeddisegtor at MFC's shareholders' meeting to be hefe 28, 2000.
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ITEM 11. COMPENSATION OF DIRECTORS AND OFFICERS

During the fiscal year ended December 31, 199%ave an aggregate of $1,506,302 in cash compendatiour directors and officers. This
amount does not take into account incentive stqtions granted to or exercised by such directodsddficers or other non-cash
compensation, as more particularly described belavother funds were set aside or accrued by MA@hduhe fiscal year ended December
31, 1999 to provide pension, retirement or sinidkanefits for our directors or officers pursuanaity existing plan provided or contributed to
by MFC.

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

EXECUTIVE COMPENSATION

The following table provides a summary of compeinsapaid by us during each of the last three figears to our Chief Executive Officer
and to other executive officers who received a daptbsalary and bonus during the fiscal year emkszember 31, 1999 in excess of
$100,000 (the "Named Executives"):

SUMMARY COMPENSATION TABLE

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

ENDED SALAR Y BONUS COMPENSATION GRANTED C OMPENSATION
NAME AND PRINCIPAL POSITION DECEMBER 31, (%) (%) (%) #) (%)
Michael J. Smith 1999 212,94 4 256,809 - -
President and Chief 1998 221,87 6 231,365 - 77,000
Executive Officer 1997 157,81 4 -- -- --
Roy Zanatta 1999 104,85 2 119,844 - -
Secretary and Director 1998 192,50 0 101,222 - 60,000 --

1997 137,90 0 -- - 65,000 5,000
Claudio Morandi(2) 1999 179,17 1 154,085 10,102 -
President 1998 117,01 0 101,222 - 75,000
MFC Bank 1997 157,73 2 67,871 - 65,000
John Musacchio 1999 283,83 3 -- -- --
Vice-President 1998 - - -- -- 50,000

1997 - - - -
Jean Paul Abgottspon(3) 1999 165,80 0 18,862 - -
Senior Vice-President 1998 171,82 8 -- -- 8,000
MFC Bank 1997 - - - -

(1) On a cash basis, unless otherwise stated.

(2) Mr. Morandi commenced employment with MFC inWMER97. His compensation for fiscal 1997 is presémn an annualized basis.
(3) Mr. Abgottspon commenced employment with MFQume 1998. His compensation for fiscal 1998 is@méed on an annualized basis.
EMPLOYMENT AGREEMENTS AND TERMINATION OF EMPLOYMENT  OR CHANGE OF CONTROL

Mr. Smith entered into an employment agreement MiiC dated as of July 1, 1994. The agreement giy@ravides, subject to certain
termination provisions, for the continued employingiMr. Smith for a period of 36 months with autafic one month renewals, so that the
agreement at all times has a remaining term of 86ths. The agreement provides for an annual baae/ sand other compensation to be paid
to Mr. Smith as determined by the board of dirextdihe agreement contains change in control panssi
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pursuant to which, if a change in control (as dediin the agreement) occurs, Mr. Smith may onlgiseharged for cause. In the event he is
terminated without cause or resigns for good regasmlefined in the agreement) within 18 monththefchange in control, Mr. Smith shall
be entitled to a severance payment of three tirsearinual salary under the agreement and all uedegghts in any stock option or other
benefit plan applicable to him shall vest in fufliMr. Smith is terminated without cause or resigmsgood reason after 18 months of the
change in control, he shall be entitled to a sexargayment of a proportionate amount based oletiggh of time remaining in the term of
the agreement of three times his annual salaryruthdeagreement and all unvested rights in anyksbption or other benefit plan applicable
to him shall vest in full. In addition, Mr. Smithilwcontinue to receive equivalent benefits as wan@vided at the date of termination for the
remaining term of the agreement.

Mr. Zanatta entered into an employment agreemetht Mi-C on February 24, 1997. The agreement geggradivides for a base salary and
other compensation, including the granting of inisenstock options, to be paid to Mr. Zanatta aseined by the board of directors. The
agreement provides that Mr. Zanatta's employmetiit MFC may be terminated upon 12 months notice.

ITEM 12. OPTIONS TO PURCHASE SECURITIES FROM REGIST RANT OR SUBSIDIARIES

As at the date hereof, MFC has outstanding incergiock options entitling the Chief Executive Offi@and other Named Executives to
acquire an aggregate of 855,000 common shares @f dfn exercise price of: (i) U.S.$6.90 per slrarespect of options to purchase
450,000 shares expiring October 11, 2001 and U.@%8er share in respect of options to purchas@dd’ihares expiring October 28, 2003,
held by the Chief Executive Officer; and (ii) U.3.85 per share in respect of options to purcha®g@0D0 shares expiring July 25, 2002,
U.S.$6.00 per share in respect of options to pweh®3,000 shares expiring October 28, 2003 andbW.(® per share in respect of option
purchase 25,000 shares expiring April 11, 2005] bglthe other Named Executives.

OPTION/SAR GRANTS DURING THE MOST RECENTLY COMPLETE D FINANCIAL YEAR
MFC did not grant incentive stock options to thena Executives during the fiscal year ended Dece@bel999.

AGGREGATED OPTIONS/SAR EXERCISES DURING THE MOST RE CENTLY COMPLETED FINANCIAL YEAR AND
FINANCIAL YEAR-END OPTION/SAR VALUES

The following table sets forth securities acquioadexercise during the most recently completedfigear and the value of the options hel
December 31, 1999 by the Named Executives:

VALUE OF UNE XERCISED
IN-THE-MONEY OPTIONS AT
SECURITIES AG GREGATE UNEXERCISED OPTIONS AT DECEMBER 3 1, 1999
ACQUIRED ON VALUE DECEMBER 31, 1999 %)
EXERCISE RE ALIZED #) EXERCISA BLE/
NAME (#) ($) EXERCISABLE/UNEXERCISABLE  UNEXERCISA BLE(1)
Michael J. Smith Nil Nil 527,000/Nil U.S.$1,110, 125/Nil
Roy Zanatta Nil Nil 125,000/Nil U.S.$278, 125/Nil
Claudio Morandi Nil Nil 120,000/Nil U.S.$288, 750/Nil
John Musacchio Nil Nil 50,000/Nil U.S.$143, 750/Nil
Jean Paul Abgottspon Nil Nil 8,000/Nil U.S.$23, 00O/Nil

(1) The closing price of our common shares on Déxer81, 1999 on Nasdaq was U.S.$8.875.
ITEM 13. INTEREST OF MANAGEMENT IN CERTAIN TRANSACT IONS

Other than as disclosed in this annual reportedoest of our knowledge, there have been no rahteahsactions since January 1, 1999 to
which MFC was or is a party and in which a direapbfficer of MFC, or
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any relative or spouse of any director or officarany relative of such spouse who has the same lasnsuch person or who is a director or
officer of any subsidiary of MFC, has or will haaalirect or indirect material interest, nor werg divectors or officers of MFC, or any
associates of such directors or officers, indebiedFC during this period.

PART II
ITEM 14. DESCRIPTION OF SECURITIES TO BE REGISTERED
Not applicable

PART IlI
ITEM 15. DEFAULTS UPON SENIOR SECURITIES
None.
ITEM 16. CHANGES IN SECURITIES AND CHANGES IN SECURITY FOR REGISTERED SECURITIES
None.

PART IV
ITEM 17. FINANCIAL STATEMENTS
Not applicable
ITEM 18. FINANCIAL STATEMENTS
See "ITEM 19. Financial Statements and Exhibits'fiftancial statements filed as part of this anrregbrt.
ITEM 19. FINANCIAL STATEMENTS AND EXHIBITS
(A) FINANCIAL STATEMENTS AND SCHEDULES:
1. Independent Auditors' Report on the consolidéiteahcial statements of MFC as at December 31919998 and 1997.
2. Consolidated Balance Sheets at December 31,d%99998 (audited).
3. Consolidated Statements of Income for the yeaded December 31, 1999, 1998 and 1997 (audited).
4. Consolidated Statements of Changes in Shareisbiguity for the years ended December 31, 19993 hnd 1997 (audited).
5. Consolidated Statements of Cash Flows for tlaesyended December 31, 1999, 1998 and 1997 (audited
6. Notes to Financial Statements.
7. Independent Auditors' Report on Financial Statein$chedules.
8. Financial Statement Schedules:
| Condensed Financial Information of Registrant.

[Il Supplementary Insurance Information.
IV Reinsurance.

VI Supplemental Information Concerning Property-s@aty Insurance Operations.
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INDEPENDENT AUDITORS' REPORT

To the Shareholders
MFC Bancorp Ltd.

We have audited the consolidated balance shed&i$Gf Bancorp Ltd. and Subsidiaries as at Decembget 339 and 1998, and the
consolidated statements of income, changes inlsblalers' equity and cash flows for the years erglecember 31, 1999, 1998 and 1997.
These financial statements are the responsibilithie Company's management. Our responsibilitg Esxipress an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform an audit
to obtain reasonable assurance whether the finastei@ments are free of material misstatementaddit includes examining, on a test basis,
evidence supporting the amounts and disclosurtgifinancial statements. An audit also includegssing the accounting principles used
and significant estimates made by management, bhasvevaluating the overall financial statemermtsentation.

In our opinion, these consolidated financial stagata present fairly, in all material respects,fthancial position of the Company as at
December 31, 1999 and 1998, and the results op#sations and its cash flows for the years endszkBber 31, 1999, 1998 and 1997, in
accordance with Canadian generally accepted adogumtinciples, which differ from United States geally accepted accounting principles
as described in Note 17 to the consolidated firsrstatements.

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

April 14, 2000
Seattle, Washington
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MFC BANCORP LTD. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

ASSETS

Cash and cash equivalents..............cccccee.....
SECUMLIES. ...

Due from investment dealers........................
Property held for sale.......................
Excess cost of net assets acquired.................
Premises and equipment............ccccceeeeinnns
Prepaid and other.........ccccccvvveeeeiiniinnn,

LIABILITIES AND SHAREHO

DEPOSILS. ..eveiiiiiiiiee e

Accounts payable and accrued expenses............

Total liabilities...........cccoeuveeeeninnen.
Minority interests.......ccoccceevveeeeeiiniinnnns
Shareholders' equity

Common stock, without par value;

authorized unlimited number; 12,041,156
and 12,056,623 issued and outstanding

at December 31, 1999 and 1998, respectively....

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

DECEMBER 31, 1999 AND 1998

(IN THOUSANDS)

U.S.DOLLARS  CANADIAN DOLLARS
(INFORMATION ONLY)  =-sscmemmemmenmes
1999 1999 1998
$ 34,343 $49,567 $ 38,87
46,981 67,808 76,99
56,626 81,728 55,05
16,344 23,580 24,48
11,783 17,007 8,47
5,432 7,840 5,63
......... 12,368 17,851 18,51
......... 980 1,415 3,03
......... 2,288 3,302 7,03
$187,145 $270,107 $238,10

LDERS' EQUITY

......... $ 32,954
R 12,370
21,421

$47,563 $ 25,12

45,381
(2,973)
75,940

17,854 16,08
30,917 40,09
96,334 81,30
2,962 2,41

65,498 65,70

(4,291) 10,47
109,604 78,21

$187,145

$270,107 $238,10

The accompanying notes are an integral part oktheasolidated financial statements.
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MFC BANCORP LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 1999, 1998 AND 198

(IN THOUSANDS, EXCEPT EARNINGS PER SHARE)

U.S. DOLLARS CANADIAN DOLLARS
(INFORMATION ONLY)  =--mmmmmmmmmmmmmmmee e
1999 1999 1998 19
Financial services revenue.............ccccecu.. . $84,490 $125,526 $123,310 $86,
Expenses
Financial services...........ccocccevvivveeenne . 43,927 65,262 68,650 43,
General and administrative... . 12,994 19,305 19,361 12,
Interest exXpense.........ccccvveveeveeeeeeennnn, . 3,276 4,867 4,771 5,
60,197 89,434 92,782 61,
Income from continuing operations before income
EAXES o eieeeeiiee ettt . 24,293 36,092 30,528 24,
Recovery of (provision for) income taxes........... . 684 1,016 (622) (1,
24,977 37,108 29,906 23,
Minority interests.........ocoveeeiniiieeeennnes . (525) (780) 329
Income from continuing operations.................. . 24,452 36,328 30,235 23,
Discontinued operations
Loss from operations of discontinued
internet banking............ccococvviiinnens . (2,850) (4,234) --
Loss from disposal of internet banking
OPErationS.........cceevcveeeeiaiiiieeeenines . (474) (705) -
Loss from discontinued operations................ . (3,324) (4,939) --
Net iNnCOmMe.......coooviiiiiiiiiiiieee . $21,128 $31,389 $30,235 $23,
Earnings per share
Basic
Income from continuing operations.............. . $ 2.03 $ 300 $ 248 $1
Loss from discontinued operations.............. . (.28) (.41) --
Net inCoOmMe.......coooveiiiiiiiiiiieee . $ 1.75 $ 259 $ 248 $1
Fully diluted
Income from continuing operations.............. . $ 175 $ 260 $ 220 $1
Loss from discontinued operations (.22) (.32) -
Net inCome.......cococvervieeeireeanens . $ 1.53 $ 228 $ 220 $1

The accompanying notes are an integral part oktheasolidated financial statements.
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Balance at December
Net income.................

MFC BANCORP LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY
FOR THE YEARS ENDED DECEMBER 31, 1999, 1998 AND 198

(CANADIAN DOLLARS, IN THOUSANDS)

CLASS A
PREFERRED ST OCK
SERIES A COMMON STOCK
----------------------------------------- CUMULAT
NUMBER OF NUMBER OF RETAINED TRANSLA
SHARES A MOUNT SHARES AMOUNT EARNINGS ADJUSTM
31, 1996....... 137,000 $ 12,832 10,418,316 $53,449 $25234 $

........ -- - - - 23,617

Shares issued from conversion of

preferred shares................. (137,000)

Shares issued for exercise of
stock options..........cccecuueee --

Shares issued for cash.............

Dividends paid on preferred
shares........ccoccvvvvvvenen.n. --

Dividends paid on common shares....

Translation adjustment.............

Balance at December 31, 1997......

Net income.............cceevnnne --

bonds......cccccvevviieiinnnnnnn. --
Shares issued for exercise of

stock options..........ccceeuueee --
Shares issued for cash.............
Repurchase of shares...............

Dividends paid on common shares....

Translation adjustment.............

Balance at December 31, 1998......

Net income.............cceevvnne --
Shares issued for exercise of
stock options.................... --
Shares issued for cash
Repurchase of shares......
Translation adjustment

(

12,832) 1,522,222 12,832 -

10,000 104 -
372,712 3,983 -
-~ (396)
- -~ (108)
- - 14
12,323,250 70,368 48,349 1,4
- -~ 30235
1,946 40 -
218,500 2,275 -
12,927 129 -
(500,000) (7,106) -
—~ -~ (369)
- - 90
12,056,623 65706 78,215 10,4
—~ -~ 31,389
8,000 70 -
2533 26 -
(26,000)  (304) -
- - - (147

12,041,156 $65,498 $109,604 $ (4,2

The accompanying notes are an integral part oktheasolidated financial statements.
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1 $91,516
~ 23617

- 104

—~ 3,983

- (396)

- (106)
38 1438
39 120,156
-~ 30,235
- 40

—~ 2,275

- 129

~ (7,106
- (369)
36 9,036
75 154,396
-~ 31,389
- 70

- 26

- (304)
66) (14,766)
91) $170,811



MFC BANCORP LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 1999, 1998 AND 198

(CANADIAN DOLLARS, IN THOUSANDS)

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

Depreciation and amortization..................
Provision (recovery) for credit losses.........

Fee income received in common shares of an affi

Gainondebt.......c.coocuiiiiiiiiiiiins

Change in operating assets and liabilities
Due from investment dealers..................
SEeCUNLIeS....covirieeeieee e
Receivables.........c.ccocoeiiiiiiinnns
Properties held for sale....................
Accounts payable and accrued expenses........

Cash flows from continuing operating activities....
Cash flows from investing activities of continuing
operations
Net decrease (increase) in loans.................
Purchases of subsidiaries, net of cash acquired..

Cash flows from investing activities of continuing
OPEratioNS........cceeviiiieeeeiiiieeeeeiee

Cash flows from financing activities of continuing
operations
Net increase (decrease) in deposits..............
Debt repayments.........cccoccveeeiiiiinenenne
BOIrOWINGS. ...cvvveieeiiieieeeeeieeeeceiiiiee

Issuance (repurchase) of common shares, net......

Dividends paid

Cash flows from financing activities of continuing
OPEratioNS........cceeeiiiieeeeiiieeee e

Exchange rate effect on cash and cash equivalents..

Increase (decrease) in cash and cash equivalents fr

continuing operations............cccceeeeeveeee.
Net cash used in discontinued operations...........

Increase (decrease) in cash and cash equivalents...

Cash and cash equivalents, beginning of year.......

Cash and cash equivalents, end of year.............

28

1999 1998 1997

$36,328 $30,235 $23,617

2,361 1,906 1,776
(553) (1,527) 1,087
(3169) - -

—~  (8,113) (2,922)

(11,052) (7,805) -
6,730 2,096 17,067
1,668 (4,275) (5,569)
28 1,124 2,135
(951) (14,052) (57,508)
(1,449) (541) (1,066)

20,941  (952) (21,383)

(34,659)  (169) 32,426
(738)  (742) 41,522
(331) (702) 544

(35,728) (1,613) 74,492

34,332 (10,123) (31,209)
(8,199) (5,064) (12,835)
969 15415 10,845
(208) (4,703) 4,090
~ (369)  (502)

(66)  (41) -

(4,885) (29,611)
(7,064) 4,099 1,161

13,977 (3,351) 24,659
(3,281)  -- -

10,696 (3,351) 24,659
38,871 42,222 17,563

$49,567 $38,871 $42,222

The accompanying notes are an integral part oktheasolidated financial statements.



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

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

NATURE OF OPERATIONS

The Company is in the financial services industhjalw includes banking, merchant banking and prégryeinvesting. These activities are
managed as a unit.

During the first quarter of 2000, the Company deditb discontinue its internet banking operatidrés activity allowed customers to use
internet to initiate transactions at the Compahsisking subsidiary. Since this operation begamgut©99, restatement of prior years'
operations was not necessary.

BASIS OF CONSOLIDATION

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

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

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include highly liquicestments with original maturities of three monthgess and are generally interest bearing.
These assets are recorded at cost which approximatket. The Company regularly maintains cashnicaksin other financial institutions in
excess of insured limits. Interest paid on a castisbwvas $5,449, $3,433 and $5,732 for the yealsdbDecember 31, 1999, 1998 and 1997,
respectively. Income tax amounts paid were $277%8W $783 during 1999, 1998 and 1997, respectively

SECURITIES

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

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

Realized gains or losses on sales of securitiedetegmined based on the specific cost basis.
LOANS
Loans are stated net of allowances for credit saecrued interest, reimbursable expenses andartized loan fees.

Loans are classified as impaired when there i®ngdr reasonable assurance of the timely collecigmincipal and interest. Whenever a
contractual payment is 90 days past due, loanawmnatically classified as impaired unless theyfally secured and in the process of
collection. When a loan is deemed impaired, its
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

NOTE 1. THE COMPANY AND SUMMARY OF SIGNIFICANT ACCO UNTING POLICIES (CONTINUED)

carrying amount is reduced to its estimated reblezamount, measured by discounting the expectedefeash flows at the effective interest
rate in the loan or, as a practical expedient,dasea loan's observable market price or the fainey of collateral if the loan is collateral
dependent. In subsequent periods, any increade icatrrying value of the loan is credited to thevjmion for credit losses. Impaired loans are
returned to performing status when there is nodomgasonable doubt regarding timely collectiopraicipal and interest, all amounts in
arrears including interest have been collected aintharges for loan impairment have been reverdétere a portion of a loan is written off
and the remaining balance is restructured, theloawis carried on the accrual basis when thene ienger any reasonable doubt regarding
collectibility of principal and interest, and payntg are not 90 days past due. Collateral is ohtaimeloans (and other receivables) if, based
on an evaluation of credit-worthiness, it is cops@l necessary for the overall borrowing facility.

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

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

ALLOWANCE FOR CREDIT LOSSES

The Company's allowance for credit losses is maiathat an amount considered adequate to absaneéstl credit-related losses. The
allowance reflects management's best estimateedbises in the Company's credit portfolio and jmegts about economic conditions. These
estimates and judgments could change in the near-tand could result in a significant change toatewance currently recognized. Credit
losses arise primarily from loans but may alsoteela other credit instruments such as guarantegéetters of credit. The allowance for
credit losses is increased by provisions whichcherged to income and reduced by write-offs netngf recoveries.

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

Specific non-bank loans amounting to $1,919 weresiclered impaired at December 31, 1998, and wdseraserved. This was the only
reserve for credit losses at December 31, 1998nBur999, the Company wrote these loans off. Neokbans were considered impaired at
December 31, 1999, and the Company did not congidecessary to reserve for any specific loananty risks or general risks.

DERIVATIVES

During 1999, the Company's banking subsidiary led¢é@h Switzerland used forward exchange contracketige contractual U.S. and
Canadian revenues or expenses. Realized gainssesl@re deferred and amortized to income ovéifehaf the hedged assets or liabilities.
The banking subsidiary held three contracts at Béses 31, 1999, in a notational amount of $8,721r. W&due approximated replacement
value at December 31, 1999. In 1998, the bankibgidiary held no forward exchange contracts imvts account. None of the other
consolidated entities hold derivatives.
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NOTE 1. THE COMPANY AND SUMMARY OF SIGNIFICANT ACCO UNTING POLICIES (CONTINUED) PROPERTY HELD
FOR SALE

Property held for sale consists of real estate whicstated at the lower of cost or net realizableie as determined by management based on
current market conditions in the same geograplgone

PREMISES AND EQUIPMENT

Premises and equipment used in the Company's apesatre stated at cost. Depreciation is recordetth® straight-line basis over the
estimated useful lives of the assets.

FOREIGN CURRENCY TRANSLATION

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

TAXES ON INCOME
Deferred income taxes are provided on transactiecagnized in different periods for financial refilog and income tax purposes.
STOCK BASED COMPENSATION

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

EARNINGS PER COMMON SHARE

Basic earnings per common share is computed bgidiyincome available to common shareholders bywuhighted average number of
common shares outstanding in the period. Fullytélidiearnings per common share takes into consider@mmon shares outstanding
(computed under basic earnings per share) and fdtglilutive common shares.

ESTIMATES

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

NEW ACCOUNTING STANDARD

During 1997, the Canadian Institute of ChartereddAmtants adopted Accounting Recommendation Se84656, "Income Taxes." Section
3465 will require that a future income tax lialyiliir asset be recognized whenever recovery oeswdtht of the carrying amount of an asse
liability would generate future income tax outfloassreductions. This standard is effective for gdagginning on or after January 1, 2000,
and retroactive application is not required.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
NOTE 2. DISCONTINUED OPERATION
The discontinued internet banking activity had ergss of $4,251 and net losses from operations,@B#84its only period of operation.

All of the net assets of the internet banking agtismounting to $705 were written off as of DecemB1, 1999. No additional losses are
expected. There is no income tax effect becautigeo€ompany's net operating losses available inzéviand.

NOTE 3. SECURITIES

UNREAL IZED GAINS AND LOSSES ON NON-BANK SECURITIES
1999 1998
GROSS GR 0SS ESTIMATED GROSS GROS S ESTIMATED
CARRYING UNREALIZED UNRE ALIZED MARKET CARRYING UNREALIZED UNREAL IZED MARKET
VALUE GAINS LO SSES VALUE VALUE GAINS LOSS ES VALUE
Short-term securities
Debt.......ccuee. $11,591 $ -- $ 174  $11,417 $20,009 $ 961 $ - $20,970
Preferred shares... 7,232 - 153 7,079 7,213 -- 7,213
Common shares...... 7,167 3,905 - 11,072 11,654 1,044 - 12,698
Term deposits...... -- -- -- -- 594 1 -- 595
25,990 3,905 327 29,568 39,470 2,006 -- 41,476
Long-term investment
Debt........c...e. 3,317 295 - 3,612 3,201 - 3 63 2,838
Preferred shares... 1,671 - -- 1,671 1,671 -- -- 1,671
Common shares...... 8,176 -- 2 ,981 5,195 3,455 -- 1,3 15 2,140
13,164 295 2 ,981 10,478 8,327 - 1,6 78 6,649
Total non-bank

securities....... $39,154  $4,200 $3 ,308  $40,046 $47,797  $2,006 $1,6 78  $48,125

Bank trading securities consisted of debt due paily in one year amounting to $15,057 and $21,488 equity securities of $13,597 and
$8,068 at December 31, 1999 and 1998, respectiValy.change in carrying value of bank trading séesramounting to $912, $2,023 and
$4,676 for the years ended December 31, 1999, 4088997, respectively, was included in the resfltsperations. At December 31, 1999
and 1998, bank trading account securities incluadmon shares of an affiliate which were statehagstimated value of $736 and $3,015,
respectively (trading market value $4,550 and $4%J8ss management's estimated reduction). Du88§,lcommon shares of this affiliate
which cost $2,540 were sold for $7,487. Includethimsale proceeds was $6,782 from other affiliatgities. At December 31, 1999 and
1998, non-bank securities included preferred sharggo affiliates stated at cost of $7,403 andb87, respectively, because no market exists
for the shares. At December 31, 1999, $1,734 wadrmdun one of these affiliates and at Decembed 998, a total of $2,674 was due from
both affiliates.
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NOTE 4. LOANS

1999 1998
Bank loans, collateralized with traded securities.. ... $44,333  $22,506
Non-bank loans, collateralized by traded securities ,
receivables, inventories and other tangible asset s (due
from two companies $23,493 and $21,881 at Decembe r 31,
1999 and 1998, respectively).....cccccecveeeeee. Ll 37,395 34,472

81,728 56,978

Allowance for credit losses.......cccoceevvceeee. L - (1,919)
Total loans.....ccccoevvvveeevieecieeeeee $81,728 $55,059
Loan maturities:
WITHIN 1 YEAR 1-5YEARS 1999 TOT AL

Bank loans......cccoovvieviiieiiiiiieeeeeeeeee $44,333 $ - $44,33 3

Non-bank loans.......ccccceeeeeeviiiiiciciceeee 20,927 16,468 37,39 5

$65,260 $16,468 81,72 8

Allowance for credit [0SS€S......ccevvveveeeeees L - -

$81,72 8

The non-bank loans generally earn interest at am&jS. bank's prime rate which was 8.5% at Decer@bge1999, plus two to seven percent.
The weighted daily average prime rate was 8.0¥ndutB99. Bank loans generally earn interest ranfyomg 5.5% to 10.35% as of Decem
31, 1999.

NOTE 5. RECEIVABLES AND DUE FROM INVESTMENT DEALERS

1999 1998
Receivables:

Short-term advances.........ccccoeveevvveevee. $8,362 $3,701
Investment inCOMe........coeeveevevvevccccceees 3,741 1,952
Affiliates....ccoovviiiiiiiiieiii 1,744 3,061
TAXES. i it 5,614 3,778
Note receivable sale.......cccccceveveeeeeees L - 4,004
Pension plan recovery......ccccccoovvvvviceeeee L 1,575 1,575
Fees....cooiiiiiiiiieeees P - 1,871
Real estate sales.......cccoovvvevveveeveeeee. L 677 3,142
Other e 1,876 1,404

$23,589 $24,488

The amounts due from investment dealers of $17a0@7$8,473 as of December 31, 1999 and 1998, rasglgdave been pledged.
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NOTE 6. PREMISES AND EQUIPMENT

Land and building.........cccccovvvievierenennnn.
Computer equipment
Furniture, fixtures and equipment

Less accumulated depreciation

NOTE 7. DEPOSITS

NOTE 8. ACCOUNTS PAYABLE AND ACCRUED EXPENSES

Accounts payable
Interest .
Property and other taxes..............cccccuvveeee
Due securities brokers.........ccccccceveeeeennnn.

NOTE 9. DEBT

Bonds payable by the Company, interest at 8%, due
semi-annually in October and
April, principal due April 2008, unsecured. Conve
into common stock of the Company at $19.08 (1,055
common shares reserved at December 31, 1999).....
Non-recourse notes payable, interest at 8% payable
principal
due May 2003, unsecured.............coceevnnnne
Non-recourse notes payable, interest at 15% due mon
principal
due June 2000, secured by property held for sale.

1999 1998
......... $ -- $1,165
......... 1,747 1,944
......... 909 1,809
2,656 4,918
......... (1,241) (1,887)
$1,415 $3,031
1999
PAYABLE ON
DEMAND
(NON-INTEREST PAYABLE ON A 1 998
BEARING) FIXED DATE TOTAL TO TAL
$42,649 $4,364  $47,013 $21 652
550 - 550 3 AT2
$43,199 $4,364  $47,563 $25

1999 1998
......... $9,470 $8,036
......... 1,286 4,617
......... 2,226 1,925
......... 4,816 908
......... 56 600
$17,854 $16,086
1999 1998
rtible
,333
......... $20,445 $22,834
annually,
......... 7,026 14,724
thly,
......... 3,446 2,533
$30,917 $40,091
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NOTE 9. DEBT (CONTINUED)
As of December 31, 1999, the principal maturititdebt are as follows:

MATURITY AMOUNT
0 $ 3,446
2003 i ——— 7,026
Thereafter......ccoovvvvvvieeiiiieeeee 20,445
$30,917

Fair value of financial instruments approximatesyiag value except for securities described inédN®tand bonds payable. The estimated fair
value of these bonds was $16,356 and $20,550 lmasethrket value at December 31, 1999 and 1998ectsply.

NOTE 10. INCOME TAXES
Income before income taxes, minority interests disdontinued operations consists of:

1999 1998 1997

Canadian......cccccovvevvveciieeiiee e $7,294 $2,495 $5,763
FOr@ign. oo 28,798 28,033 19,131

$36,092 $30,528 $24,894

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

1999 1998 1997

Current

Canadian.......cccoovvieiiiiiiiie e $293 $ 7 $ (278)
FOreign. ..o (314) (364) (227)
Deferred

Canadian.....ccccvvvvieiieiie e 204  (265) (690)
FOreign. ..o 833 - -

$1,016 $(622) $(1,195)

The timing differences relate primarily to diffe®s in accounting between income tax and bookfodisposal of property held for sale.
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NOTE 10. INCOME TAXES (CONTINUED)
A reconciliation of the provision for income taxeaiculated at applicable statutory rates in Cantadlae provision in the consolidated
statements of income is as follows:

1999 1998 1997

Income before income taxes and minority interests a nd
discontinued operations...........cccoceeeveeeee $36,092 $30,528 $ 24,894
Computed provision for income taxes at statutory ra tes...... $(16,169) $(13,688) $(11,162)
(Increase) decrease in taxes resulting from:
Nontaxable dividend income.........cccooeeeeeeee. L 2,421 2,421 2,421
Foreign source income.........ccooevvvecvvenee L. 12,901 12,570 8,578
Other, Net.....ocvviiiiiiiiieieeeeee 1,863 (1,925) (1,032)
Recovery of (provision for) income taxes............ ... $ 1,016 $ (622) $(1,195)

At December 31, 1999, the Company had estimatedhadated noncapital losses which expire as follows:

YEAR CANADIAN U.S. SWISS
......... $ 635 $ -- $10,394
......... 3,098 - -
......... 2,353 - 3,994
......... 1,246 - 11,065
......... 2,195 - -
......... - 9,980 -

$9,527 $9,980 $25,453

A portion of the U.S. losses may be limited by Ue law.
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NOTE 11. EARNINGS PER COMMON SHARE
Earnings per share data for years ended Decemifesr@Icontinuing operations is summarized as folow

1999 1998 1997

Income from continuing operations..........c...... . ... $36,328 $30,235 $23,617
Less dividend on the Company's preferred shares hel d by

subsidiary's minority shareholders............... ... (117) (119 (121)
Basic earnings from continuing operations......... . ... 36,211 30,116 23,496
Effect of dilutive securities:

Interest on convertible bonds...........ccoo.... . 1,708 1,405 2

Interest on OptioNS......cccccvvvvvveveeveneees 1,742 1,351 1,002
Diluted earnings from continuing operations....... ... $39,661 $32,872 $24,500

SHARES

1999 1998 1997

Basic earnings per share, weighted number of shares
outstanding.....ccccoevvvrveniiniiseneeee 12,058,370 12,169,470 12,044,361
Effect of dilutive securities:

Convertible bonds.........ccocovvevivvcne 1,055,333 1,147,970 4,566
OPLONS. .o 2,131,589 1,595,829 1,641,760

15,245,292 14,913,269 13,690,687

NOTE 12. STOCK BASED COMPENSATION
1996 STOCK OPTION PLAN

During 1996, the Company issued options to empleyeel directors to acquire 900,000 common sharstok at $9.41 which vested upon
grant and have a five-year term. The weightedvaiue of these options was $1.92. There were 900@fions outstanding at December 31,
1999, 1998 and 1997, under this plan. No additiopéibns to acquire shares will be offered undey pitan.

1997 AMENDED STOCK OPTION PLAN

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

During 1998, options to acquire 750,000 share®4dt8were granted to officers and employees othmpany. At December 31, 1999,
662,000 of these options were outstanding and haeenaining contractual life of 3.75 years. Theghegd fair value of these options was
$2.11.

During 1997, options to acquire 742,500 shared a4t were granted to officers and employees oCiniapany. At December 31, 1999,
469,000 of these options were outstanding and haeenaining contractual life of 2.5 years. The &g fair value of these options was
$2.59.
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NOTE 12. STOCK BASED COMPENSATION (CONTINUED)
Following is a summary of the status of the plan:

WEIGHTED
NUMBER AVERAGE
OF SHARES EXERCISE PRICE

Outstanding at January 1, 1997.......cccccceeeeeee. e - $ -
Granted.......ccoovvvviniiiiiiicieeeeeee 742,500 10.36
Forfeited......ccovvvvviiiiiicicee (10,000) 10.36

Outstanding at December 31, 1997......ccccceeeeeee. L. 732,500 10.36
Granted.......ccocvvviiiiiiiiiieseeeee 750,000 9.26
EXErCiSed...oovvviiiiiiiiiiiiieeeeeeeee (218,500) 10.41

Outstanding at December 31, 1998.......cccccceeeee. L. 1,264,000 9.96
Forfeited......ccooveeiiiiiicceeeeeee (125,000) (9.87)
0= o 11 (8,000) (8.70)

Outstanding at December 31, 1999........ccccceeeee. Ll 1,131,000 $9.98

PROFORMA INFORMATION

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

1999 1998 1997

Net Income

AS TEPOIted.....cccovviiiiiiieciieecieecieeeee $31,389 $30,235 $23,617
Proforma....ccccccovviiiiiiiiiiciieeeeee $30,605 $28,483 $21,778
Earnings per share--as reported

BaSIC..coiiiiiii e $ 259 $248 $ 1.95
Fully diluted.......coooveviiiiiieeeee $228 $220 $1.79
Earnings per share--proforma

BaSIC..coiiiiii et $ 254 $ 233 $ 180
Fully diluted.......ccooeevviiiiiiiceee $201 $209 $1.66

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

1998 1997
Risk-free interestrate......cccccoovvveeeevceeeee. Ll 6.0% 6.0%
Expected life of the options.......ccccccoveeeeeee. L 2years 2years
Expected volatility............coovevvcvveeeee. 57.91% 57.54%
Expected dividend yield.........ccccccceeeeeeee. 0.0% 0.0%
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NOTE 13. COMMITMENTS AND CONTINGENCIES
LEASES

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

YEAR AMOUNT
2000. .. $ 581
2001 ., 261
2002, 251
2003 226
2004 ..o 205
$1,524

Rent expense was $586, $1,373 and $1,549 for #s yaded December 31, 1999, 1998 and 1997, resgect
GUARANTEES AND LETTERS OF CREDIT

The Bank issues guarantees and letters of credietet credit requirements of its customers. Theumtso which are collateralized, are not
included in the consolidated financial stateme@isarantees amounted to $3,612 and $2,944 at Dec&hp£999 and 1998, respectively.

LITIGATION

The Company and its subsidiaries are subjectigatibn in the normal course of business. Managemeamsiders the aggregate liability wh
may result from such litigation not material at Beder 31, 1999.

REGULATIONS

The Company's wholly-owned banking subsidiary tated in Geneva, Switzerland and has no branchasbsidiaries. This subsidiary is
subject to the rules and regulations of the SwesteFal Banking Commission. These regulations redagal reserves of equity capital
amounting to $4,931 to be maintained as of Decer@bet999.

NEW EUROPEAN CURRENCY

In certain European countries, a new currencycalied the "euro" was introduced in January 199& CTompany's bank subsidiary is loc:

in Switzerland which is not converting to the eudowever, many of the bank's transactions as veethase of the Company are stated in the
euro. Based on experience with euro transactiodat® management believes that the euro convengibnot have a material effect on
operations.

NOTE 14. INTEREST RATE SENSITIVITY POSITION

Management has analyzed the bank subsidiary'stteate sensitivity position at December 31, 188%ause of the current nature (over
90% of assets and liabilities and dfitance sheet positions are due within three mpofithe bank subsidiary's position, the total iag rate
gap is not significant at December 31, 1999, assgmo interest rate hedging is undertaken ovenéx¢ twelve months.
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NOTE 15. SEGMENTED INFORMATION

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

1999 1998 1997

Canada......cccevviiiiiiiie e $17,851 $31,392 $29,043
Switzerland........cccoviiiiiiiii 88,075 88,237 30,925
United States........ccccocvvvvvveiiiiniiieee. 19,600 3,681 26,092

$125,526 $123,310 $86,060

The following table presents premises and equipraedtexcess cost of net assets acquired overdhie by geographic region based upon
the location of the assets or acquisition:

1999 1998 1997

(@F=TaT- Lo L= WO $ 836 $ 822 $ 823
Switzerland.......ccovveeeeiiiiiii 12,018 13,934 13,252
United States.....ccccoeevvvvvviiciiiiies 6,412 6,791 9,034

$19,266 $21,547 $23,109

NOTE 16. TRANSACTIONS WITH AFFILIATES

Revenue for 1998 includes $2,967 from an entityrerhiee Company's president is a board member. moaiat due from this entity was
$7,077 and $3,268 at December 31, 1999 and 1998ctvely.

The Company is the lessee of an iron ore mine éact Canada. Neither the Company nor any of ftssaés operate the mine. Instead, the
mine is operated by an independent party who payalties based on the amount of ore it extract® filoe mine. The royalties are paid to a
19% owned affiliate which acquired the rights te thyalties during a prior year in exchange forfgnred shares which provide for a variable
annual dividend rate. The amount of preferred dinik earned amounted to $5,400 each for 1999, 4898997, respectively. During 1998,
the Company earned management fees of $2,328 fremftiliate.
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NOTE 17. UNITED STATES GENERALLY ACCEPTED ACCOUNTIN G PRINCIPLES

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

DECEMBER 31,

RECONCILIATION OF NET INCOME 1999 1998 1997

Income from continuing operations in accordance wit h
Canadian GAAP.......ccovicceeeeee $36,328 $30,235 $23,617
Consolidation of investee.......c.ccccveeevveeeee L (510) (193) (5,062)

Gainondebt.....cccovviieiiiiiiiieee - (8,113) (2,922)
Adjustment of gain on sale of shares in investee... ... 3,225 - -
Change in unrealized gain on trading securities, ne | PR 1,270 2,635 555
Deferred income tax provision, net.......ccocee.... . L. - (755) (6,745)
Income from continuing operations........cccccee... ... 40,313 23,809 9,443
Loss from discontinued operations........c.c........ ... (4,939) -- --
Income before extraordinary item.........ccocee..... Ll 35,374 23,809 9,443
Extraordinary item, gain on extinguishment ofdebt. ... - 8,113 2922
Net income in accordance with U.S. GAAP........... . ... $35,374 $31,922 $12,365
Basic earnings per common share U.S. GAAP

Income from continuing operations................. ... $333 $195 $ 0381

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

Extraordinary item......ccocccovvveeennceeeee. - .67 .26

$ 292 $ 262 $ 1.07

Diluted earnings per common share U.S. GAAP
Income from continuing operations............... . ... $ 312 $ 183 $ 0.76
Loss from discontinued operations.......cccco.... . .. (.37) -- --
Extraordinary iteM.....ccccccceveveeeeeneneeneee - .59 .24

$ 275 $ 242 $ 1.00

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

1999 1998 1997

Retained earnings in accordance with U.S. GAAP..... ... $107,841 $72,467 $40,914
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NOTE 17. UNITED STATES GENERALLY ACCEPTED ACCOUNTIN G PRINCIPLES (CONTINUED) COMPREHENSIVE
INCOME

1999 1998 1997

Net income in accordance with U.S. GAAP........... . ... $ 35,374 $31,922 $12,365
Other comprehensive income, net of tax
Foreign currency translation adjustment.......... ... (14,766) 9,036 1,438
Unrealized holding loss on available-for-sale sec urities
arising during the period........ccccoooeeeeee.. (1,008) (1,678) --
Other comprehensive income (I0SS).....ccocoeeeeeee. Ll (15,774) 7,358 1,438
Comprehensive iNCOME........ccccoevveevvveevceeee i $ 19,600 $39,280 $13,803

The change in accumulated other comprehensive iaésms follows:

ACCUMULATED OTHER
COMPREHENSIVE INCOME

FOREIGN

CURRENCY UNREALIZED
TRANSLATION LOSS ON
ADJUSTMENT SECURITIES TOTAL

Balance at December 31, 1996.......ccccccceveee. v $ 1 $ - % 1
Change in other comprehensive income.............. . ... 1,438 - 1,438
Balance at December 31, 1997.....ccccoceevvvcee. L 1,439 - 1,439
Change in other comprehensive income................ ... 9,036 (1,678) 7,358
Balance at December 31, 1998..........cccccccceeeee. 10,475 (1,678) 8,797
Change in other comprehensive income................ ... (14,766)  (1,008) (15,774)
Balance at December 31, 1999.........ccccceeveeee. . $(4,291) $(2,686) $(6,977)

CONSOLIDATION

The results of 1999, 1998 and 1997 operations @ity in which the Company has a temporary inwestt are required to be consolidated
under U.S. GAAP. "Consolidation of investee" in Himve reconciliation gives effect to this requiesn In December 1999, the Company
disposed of a substantial portion of this investhvamich resulted in the Company's ownership bedsg than 20% at December 31, 1999.

SECURITIES

U.S. GAAP requires that certain investments bestfiasl into available-for-sale or trading secustigategories and be stated at their fair
values. Any unrealized holding gains or lossegd@i®e reported as a component of comprehensivenieaontil realized for available-for-sale
securities, and included in earnings for tradingusigies.

Non-bank securities included trading securities atWalue and are summarized as follows:

DECEMBER 31,

1999 1998
Debt SECUNtieS......ccvvvvvveevieeiieecieeeee $11,417 $20,970
Term depositS.....coovvvvcicviiiiiiiiieeeeeeeee - 595
Preferred shares............cccovvvvvvvvveeeeeee. . 7,079 1,358
Common shares........ccccoovvvvvvvniveeieneeeeees 8,389 9,684

$26,885 $32,607
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

NOTE 17. UNITED STATES GENERALLY ACCEPTED ACCOUNTIN G PRINCIPLES (CONTINUED)
The change in unrealized gain in trading securiescluded in the income reconciliation above.

The non-bank available-for-sale securities cordfisommon shares, preferred shares and debt Sesudt December 31, 1999, securities in
five companies represented 84% of the total avieitidr-sale securities and 80% was representedvbycbmpanies at December 31, 1998.
The proceeds from the sale of these securities araduo $1,080, $966, and none, which resulteéatized gains (losses) of $96, $(738) and
none during 1999, 1998 and 1997, respectively.cst of these securities was $13,164, $8,327 ajgb&2vhich resulted in unrealized gains
(losses) in comprehensive income of $(2,686), $8),é&nd none at December 31, 1999, 1998 and 188ectively.

INCOME TAXES

No tax is provided for the extraordinary item besmof the utilization of tax net operating lossés.benefit has been attributed to the los
discontinued operations because of the uncertairttging able to utilize such losses in Switzerland

Under U.S. GAAP, the Company would have had nordedetax asset at December 31, 1999 or 1998, ab8l &/December 31, 1997. The
effect of the change in this asset amount is ireduid the income reconciliation above.

SUPPLEMENTAL DISCLOSURES WITH RESPECT TO STATEMENTS OF CASH FLOWS
Significant noncash transaction in 1999 included:

- The Company received collateral in the extingmisht of a receivable in the amount $2,490.

Significant noncash transactions in 1998 included:

- $30,747 in bonds payable of a subsidiary werdamnged for Company bonds which resulted in a net ga
- A subsidiary of the Company sold one of its sdiasies at a gain of $648 resulting from an assionif liabilities.
Significant noncash transactions in 1997 included:

- Series A, Class A preferred shares with a vafu#l8,832 were converted to common shares.

- A subsidiary of the Company converted $2,983eaiftdrom another subsidiary into 217,500 prefesieares.
- A note receivable for $7,233 was settled witlliing securities with the same market value.

NEW U.S. ACCOUNTING STANDARDS

Statement of Financial Accounting Standards No, 188counting for Derivative Instruments and Hedpiuctivities," is effective for years
beginning after June 15, 1999. This statement reguhat entities recognize all derivatives aseeittssets or liabilities in the balance sheet
and measure those instruments at fair value prdweéetain conditions are met. The Company has eigtrchined the effect, if any, this
standard may have in the determination of net ircomaccordance with U.S. GAAP.
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INDEPENDENT AUDITORS' REPORT

To the Shareholders
MFC Bancorp Ltd.

Our report on the consolidated financial statemehtdFC Bancorp Ltd. is included on page 24 of #hism 20-F. In connection with our
audits of such financial statements, we have alsiited the related financial statement schedusésdiin Item 19(a)8 of this Form 20-F.

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

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

April 14, 2000
Seattl e, Washington
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MFC BANCORP LTD.

SCHEDULE I: CONDENSED FINANCIAL INFORMATION OF REGI

(DOLLARS IN THOUSANDS)

BALANCE SHEETS

STRANT

AS AT DECEMBER 31,

1999 1998
ASSETS

Cash and securities.......ccccoeceevcceavcceeee $117,375 $115,869
Receivables........cooccvvviivciiiiceeee 40,596 32,961
Loans and notes receivable.............ccceeeeec.. L 81,728 55,059
Real estate held for resale.........ccoceveeeeeee. Ll 7,840 5,639
Excess cost of net assets acquired......c.ccceeee. L 17,851 18,516
Other .o 4,717 10,065

$270,107 $238,109

LIABILITIES AND SHAREHOLDERS EQUITY

DEPOSIS. .ccivieiiieciie et $ 47,563 $25,124
Accounts payable and accrued expenses.............. ... 17,853 16,086
DEDL ..ot 30,917 40,091
Minority interest........cccoovvvvvecvccieeeees 2,962 2,412
Shareholders' equity.......ccocoevvvivieeennceeeee Ll 170,812 154,396

$270,107 $238,109

STATEMENTS OF OPERATIONS

YEAR ENDED DECEMBER 31,
1999 1998 1997
Financial services revenue..........cccceceeeeeeee. L. $125,526 $123,310 $86,060
Expenses
General and administrative..........cccceeeeeee. 19,305 19,361 12,368
Financial services.......cccooccevvcvvcenneee Ll 65,262 68,650 43,658
INtEreSt . i 4,867 4,771 5,140
Income taxes (reCovery).....cccoovuvvvvcvvvnnee . (1,016) 622 1,195
Minority interest......ccccveveeeeeeeveiiiieeeee 780 (329) 82
89,198 93,075 62,443
Income from continuing operations........cccccee... . ... 36,328 30,235 23,617
Loss from discontinued operations........c.cc...... . .. (4,939) - -
NetinCoOMe....ccovvvveiiiiiee e $31,389 $30,235 $23,617

STATEMENTS OF CASH FLOWS

YEAR ENDED DECEMBER 31,

1999
Net cash (used) provided by operating activities... ... $ 26,660
Net cash (used) provided by financing activities... ... 26,828
Net cash (used) provided by investing activities... ... (35,728)
Exchange rate effect on cash and cash equivalents.. ... (7,064)
Net change incash.........cccoovvvvvvvevenee. 10,696
Cash and cash equivalent, beginning of year........ . ... 38,871
Cash and cash equivalent, end of year........... .~ ... $ 49,567

1998 1997

$ (952) $(21,383)
(4,885) (29,611)
(1,613) 74,492
4,099 1,161
(3,351) 24,659
42,222 17,563
$38,871 $42,222
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MFC BANCORP LTD.

SCHEDULE Ill: SUPPLEMENTARY INSURANCE INFORMATION

FUTURE POLI
DEFERRED BENEFITS,
POLICY LOSSES, CLA
ACQUISITION  AND LOSS
SEGMENT COST EXPENSES
Property and casualty:
December 31, 1999....... -- $3,021,00
December 31, 1998....... -- $5,353,00
December 31, 1997....... - $8,395,00

AMORTIZATION
OF DEFERRED

POLICY OTHER
ACQUISITION OPERATING
SEGMENT COST EXPENSES
Property and casualty:
December 31, 1999....... - $ 40,000
December 31, 1998....... - $304,000
December 31, 1997....... - $ 59,000

CY OTHER
POLICY
IMS CLAIMS AND
UNEARNED
PREMIUMS

BENEFITS
PAYABLE

NET
PREMIUM
REVENUE

[eNeNe]
'
i
1
i
'

PREMIUMS
WRITTEN
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$ 397,00
$612,00
$2,351,0

INVESTME
INCOME

BENEFITS,
CLAIMS LOSS
AND
NT SETTLEMENT
EXPENSES



Property and casualty:

December 31, 1999
December 31, 1998
December 31, 1997

MFC BANCORP LTD.

SCHEDULE IV: REINSURANCE

ASSUMED PE
CEDED TO FROM OF
GROSS OTHER OTHER NET A
AMOUNT COMPANIES COMPANIES AMOUNT

$- $-  $-  $--
$- $-  $-  $-
$- $-  $-  $-

a7

RCENTAGE
AMOUNT
SSUMED
TO NET

N/A
N/A
N/A



MFC BANCORP LTD.

SCHEDULE VI: SUPPLEMENTAL INFORMATION CONCERNING PR OPERTY--CASUALTY INSURANCE
OPERATIONS AS AT DECEMBER 31, 1999

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

48



(B) EXHIBITS:

3.1 Articles of Incorporation.(1)
3.2 Certificate of Amendment.(1)
3.3 Bylaws.(1)

4.1 Master Trust Indenture between Drummond Fina
Corporation and Harris Trust Company of New
trustee, dated August 26, 1993. Incorporated
Form S-1 filed June 7, 1993.

4.2 First Supplemental Indenture between Drummon
Corporation and Harris Trust Company of New
trustee, dated November 30, 1993.(1)

4.3 Second Supplemental Indenture between Drummo
Corporation and Harris Trust Company of New
trustee, dated October 23, 1996. Incorporate
to Drummond Financial Corporation's Form 10-
period ended September 30, 1996.

4.4 Third Supplemental Indenture between Drummon
Corporation, Harris Trust Company of New Yor
of Nova Scotia Trust Company of New York dat
May 13, 1997.(1)

4.5 Fourth Supplemental Indenture between Drummo
Corporation, The Bank of Nova Scotia Trust C
York and Drummond Financial (B.C.) Ltd. date
February 4, 1998.(1)

4.6 Master Trust Indenture between MFC and Norwe
Minnesota, National Association, as trustee,
March 31, 1998.(1)

10.1 Memorandum of Agreement between MFC and Wabu
Limited, Stelco Inc. and Dofasco Inc. dated
1987.(2)

10.2 Amendment to Mining Lease between MFC and Wa
Limited, Stelco Inc. and Dofasco Inc. dated
1987.(2)

10.3 First Amendment to Memorandum of Agreement b
Wabush Iron Co. Limited, Stelco Inc. and Dof

10.4 Assignment Agreement between MFC and Prada H
dated as of January 1, 1992.(1)

10.5 Employment Agreement dated July 1, 1994 betw
Michael J. Smith.(1)

10.6 Separation Agreement between Mercer Internat
MFC dated for reference March 29, 1996.(1)

10.7 Amendment Agreement made effective March 19,
MFC and Michael J. Smith.(1)

10.8 Purchase Agreement between MFC and Volendam
dated for reference May 16, 1996.(1)

10.9 Purchase Agreement between MFC and Volendam
dated for reference May 27, 1996.(1)

10.10 Share Purchase Agreement between MFC and Fre
dated June 6, 1996.(1)

10.11 Subscription Agreement between MFC and Drumm
Corporation dated June 20, 1996. Incorporate
to Drummond Financial Corporation's Form 8-K
June 27, 1996.

10.12 Share Purchase Agreement between MFC and Med
International Ltd. dated June 20, 1996.(3)

10.13 Share Purchase Agreement among MFC and vario
of Logan International Corp. dated June 20,
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10.14 Subscription Agreement between Drummond Fina
Corporation and Logan International Corp. da
1996. Incorporated by reference to Logan Int
Corp.'s Form 8-K dated June 27, 1996.

10.15 Share Purchase Agreement between Lehman Brot
and MFC dated October 3, 1996.(1)

10.16 Purchase Agreement between MFC and Robabond
June 27, 1997.(1)

10.17 Share Purchase Agreement between MFC and Pro
dated September 22, 1997.(1)

10.18 Supplementary Agreement to Share Purchase Ag
MFC and Procom Holding AG dated September 22

10.19 Agreement between MFC and the holders of MFC
Preferred Shares dated December 1, 1996.(1)

10.20 Subscription Agreement between MFC and Logan
Corp. dated December 2, 1996. Incorporated b
MFC's Schedule 13D/A (Amendment No. 1) dated
1996 with respect to Logan International Cor

21. Subsidiaries of MFC.

ncial
ted June 20,
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Holding AG dated
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y reference to
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p.

(1) Incorporated by reference to MFC's Form 20ikesl fin prior years.
(2) Incorporated by reference to MFC's Form 10-Ktfee year ended December 31, 1989.
(3) Incorporated by reference to MFC's Schedule d&8fed June 27, 1996 with respect to Logan Intennailt Corp.
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SIGNATURES

Pursuant to the requirements of Section 12 of BEWERITIES EXCHANGE ACT OF 1934, the Registrant s that it meets all of the
requirements for filing on Form 20-F and has dwdysed this annual report to be signed on its bélyatie undersigned, thereunto duly
authorized.

Dated at Geneva, Switzerland this 1st day of May,a®0.

MFC BANCORP LTD.
By: /s/ MICHAEL J. SMITH

Michael J. Smith
Chief Executive Officer
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EXHIBIT 21

SUBSIDIARIES OF MFC

SHAREHOLDING AT

NAME OF SUBSIDIARY JURISDI CTION OF INCORPORATION END OF YEAR
MFC Merchant Bank S.A.................... Switzer land 100%
MFC Securities Group of Companies........ Switzer land 100%
Constitution Insurance Company
of Canada.........cccccevvvveeernnns Canada 100%
TriMaine Holdings, Inc.
(formerly Logan International Corp).... State o f Washington 81%
Drummond Financial Corporation........... State o f Delaware 49.4%(1)

(1) MFC owns 3.0 million shares of preferred sto€lorummond Financial Corporation ("Drummond") winigives MFC, in the aggregate,
control of 76%

of the voting power in Drummond.
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