








MAGNA INTERNATIONAL INC.

Consolidated Statements of Retained Earnings

[U.S. dollars in millions]

Years ended December 31,

Note 2008 2007 2006
Retained earnings, beginning of year $ 3,526 $ 3,773 $ 3,409
Net income 7 663 528
Dividends on Class A Subordinate Voting and Class B Shares (142) (131) (164)
Repurchase of Class A Subordinate Voting Shares 17 (98) (755) —
Repurchase of Class B Shares 17 - (24) —
Retained earnings, end of year $ 3,357 $ 3,626 $ 3,773
See accompanying notes
MAGNA INTERNATIONAL INC.
Consolidated Statements of Cash Flows
[U.S. dollars in millions]
Years ended December 31,
Note 2008 2007 2006
OPERATING ACTIVITIES
Net income $ 71 $ 663 $ 528
Items not involving current cash flows 5 1,258 1,024 9N
1,329 1,687 1,439
Changes in non-cash operating assets and liabilities 5 (275) (94) 157
Cash provided from operating activities 1,054 1,593 1,596
INVESTMENT ACTIVITIES
Fixed asset additions (739) (747) (793)
Purchase of subsidiaries 6 (158) (46) (284)
Increase in investments and other assets (231) (190) (99)
Proceeds from disposition 65 109 65
Cash used for investment activities (1,063) (868) (1,111)
FINANCING ACTIVITIES
Repayments of debt 14 (354) (79) (275)
Issues of debt 14 830 28 24
Issues of Class A Subordinate Voting Shares 17 - 1,560 28
Repurchase of Class A Subordinate Voting Shares 17 (247) (1,310) —
Repurchase of Class B Shares 17 — (24) —
Dividends (140) (131) (163)
Cash provided from (used for) financing activities 89 44 386
Effect of exchange rate changes on cash
and cash equivalents (277) 300 104
Net (decrease) increase in cash and cash
equivalents during the year (197) 1,069 203
Cash and cash equivalents, beginning of year 2,954 1,885 1,682
Cash and cash equivalents, end of year $ 2,757 $ 2,954 $ 1,885

See accompanying notes
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MAGNA INTERNATIONAL INC.

Consolidated Balance Sheets

[U.S. dollars in millions]

As at December 31,

Note 2008 2007
ASSETS
Current assets
Cash and cash equivalents $ 2,757 $ 2,954
Accounts receivable 2,821 3,981
Inventories 7 1,647 1,681
Income taxes receivable 11 1 —
Prepaid expenses and other 115 154
7,351 8,770
Investments 8,15 194 280
Fixed assets, net 3, 9 3,701 4,307
Goodwill 3,10 1,160 1,237
Future tax assets 11 182 280
Other assets 12 601 469
$ 13,189 $ 15343
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Bank indebtedness 14 $ 909 $ 89
Accounts payable 2,744 3,492
Accrued salaries and wages 448 544
Other accrued liabilities 13 835 911
Income taxes payable 11 — 248
Long-term debt due within one year 14 157 374
5,093 5,658
Deferred revenue 31 60
Long-term debt 14 143 337
Other long-term liabilities 15 423 394
Future tax liabilities 11 136 252
5,826 6,701
Shareholders’ equity
Capital stock 17
Class A Subordinate Voting Shares
lissued: 2008 — 111,879,059; 2007 — 115,344,184] 3,605 3,708
Class B Shares

[convertible into Class A Subordinate Voting Shares]

[issued: 726,829] — —
Contributed surplus 18 67 58
Retained earnings 17 3,357 3,526
Accumulated other comprehensive income 17,19 334 1,350

7,363 8,642
$ 13,189 $ 15343
Commitments and contingencies [notes 14, 21 and 24]
See accompanying notes
On behalf of the Board:
/s/ Donald Resnick /s/ Frank Stronach
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MAGNA INTERNATIONAL INC.
Notes to the Consolidated Financial Statements

[All amounts in U.S. dollars and all tabular amounts in millions, except per share figures, unless otherwise noted]

1.

SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation

Magna designs, develops and manufactures automotive systems, assemblies, modules and components, and engineers and
assembles complete vehicles, primarily for sale to original equipment manufacturers ["OEMs”] of cars and light trucks in
North America, Europe, Asia, South America and Africa.

The consolidated financial statements have been prepared in U.S. dollars following Canadian generally accepted accounting
principles [“Canadian GAAP"]. These principles are also in conformity, in all material respects, with United States generally
accepted accounting principles [“U.S. GAAP"], except as described in note 26 to the consolidated financial statements.

Principles of consolidation

The consolidated financial statements include the accounts of Magna International Inc. and its subsidiaries [collectively
“Magna” or the “Company”]. The Company accounts for its interests in jointly controlled entities using the proportionate
consolidation method. All significant intercompany balances and transactions have been eliminated.

Financial instruments

The Company classifies all of its financial assets and financial liabilities as held-for-trading, held-to-maturity investments, loans
and receivables, available-for-sale financial assets, or other financial liabilities. Held-fortrading financial instruments, which
include cash and cash equivalents, are measured at fair value and all gains and losses are included in net income in the period
in which they arise. Held-to-maturity investments, which include the Company's investment in asset-backed commercial paper
["ABCP"] and long-term interest bearing government securities held to partially fund certain Austrian lump sum termination
and long service payment arrangements, are recorded at amortized cost using the effective interest method. Loans and
receivables, which include accounts receivable, long-term receivables, accounts payable, accrued salaries and wages, and
certain other accrued liabilities, are recorded at amortized cost using the effective interest method. The Company does not
currently have any available-forsale financial assets.

Foreign currency translation

The Company operates globally, which gives rise to a risk that its earnings and cash flows may be adversely impacted by
fluctuations in foreign exchange rates.

Assets and liabilities of the Company’s operations having a functional currency other than the U.S. dollar are translated into
U.S. dollars using the exchange rate in effect at year end, and revenues and expenses are translated at the average rate during
the year. Exchange gains or losses on translation of the Company’s net investment in these operations are included in
comprehensive (loss) income and are deferred in accumulated other comprehensive income. Foreign exchange gains or losses
on non-U.S. dollar debt that is designated as a hedge of the Company's net investment in these operations are also recorded
in accumulated other comprehensive income. The appropriate amounts of exchange gains or losses in accumulated other
comprehensive income are reflected in income when there is a reduction, as a result of capital transactions, in the Company's
net investment in the operations that gave rise to such exchange gains and losses.

Foreign exchange gains and losses on transactions occurring in a currency other than an operation’s functional currency are
reflected in income, except for gains and losses on foreign exchange contracts used to hedge specific future commitments
in foreign currencies and on intercompany balances which are designated as long-term investments. In particular, the Company
uses foreign exchange forward contracts for the sole purpose of hedging certain of the Company's future committed U.S. dollar
and euro ["<"] outflows and inflows. All derivative instruments, including foreign exchange contracts, are recorded on the
consolidated balance sheet at fair value. The fair values of derivatives are recorded in other assets or other liabilities. To the
extent that cash flow hedges are effective, the change in their fair value is recorded in other comprehensive (loss) income;
any ineffective portion is recorded in net income. Amounts accumulated in other comprehensive (loss) income are reclassified
to net income in the period in which the hedged item affects net income.

If the Company’s foreign exchange forward contracts ceased to be effective as hedges, for example, if projected net foreign
cash inflows declined significantly, previously unrecognized gains or losses pertaining to the portion of the hedging transactions
in excess of projected foreign currency denominated cash flows would be recognized in income at the time this condition was
identified.
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Cash and cash equivalents

Cash and cash equivalents include cash on account, demand deposits and short-term investments with remaining maturities
of less than three months at acquisition.

Inventories

Production inventories and tooling inventories manufactured in-house are valued at the lower of cost and net realizable value,
with cost being determined substantially on a first-in, first-out basis. Cost includes the cost of materials plus direct labour
applied to the product and the applicable share of manufacturing overhead.

Outsourced tooling inventories are valued at the lower of subcontracted costs and net realizable value.
Investments

The Company accounts for its investments in which it has significant influence on the equity basis. Investments also include
the Company'’s investment in ABCP and long-term interest bearing government securities held to partially fund certain Austrian
lump sum termination and long service payment arrangements pursuant to local tax laws.

Long-lived assets

Fixed assets are recorded at historical cost. Depreciation is provided on a straight-line basis over the estimated useful lives of
fixed assets at annual rates of 2%2% to 5% for buildings, 7% to 10% for general purpose equipment and 10% to 30% for
special purpose equipment.

Definite-lived intangible assets, which have arisen principally through acquisitions, are amortized on a straight-line basis over
their estimated useful lives, typically over periods not exceeding five years.

The Company assesses fixed and other long-lived assets [excluding goodwill] for recoverability whenever indicators of
impairment exist. If the carrying value of the asset exceeds the estimated undiscounted cash flows from the use of the asset,
then an impairment loss is recognized to write the asset down to fair value. The fair value of the long-lived assets is generally
determined using estimated discounted future cash flows.

Goodwill

Goodwill represents the excess of the cost of an acquired enterprise over the fair value of the assets acquired and liabilities
assumed less any subsequent writedowns for impairment. Goodwill is subject to an annual impairment test. Goodwill
impairment is evaluated between annual tests upon the occurrence of certain events or circumstances. Goodwill impairment
is assessed based on a comparison of the fair value of a reporting unit to the underlying carrying value of the reporting unit's
net assets, including goodwill. When the carrying amount of the reporting unit exceeds its fair value, the fair value of the
reporting unit's goodwill is compared with its carrying amount to measure the amount of impairment, if any. The fair value of
goodwill is determined using the estimated discounted future cash flows of the reporting unit.

Other assets

Other assets include long-term receivables, which represent the recognized sales value of tooling and design and engineering
services provided to customers under certain long-term contracts. The receivables will be paid in full upon completion of the
contracts, in instalments or in fixed amounts per vehicle based on forecasted production volumes. In the event that actual
production volumes are less than those forecasted, a reimbursement for any shortfall will be made.

Preproduction costs related to long-term supply agreements

Pre-operating costs incurred in establishing new facilities that require substantial time to reach commercial production capability
are expensed as incurred.

Costs incurred [net of customer subsidies] related to design and engineering, which are paid for as part of subsequent
production piece price amounts, are expensed as incurred unless a contractual guarantee for reimbursement exists.

Costs incurred [net of customer subsidies] related to design and development costs for moulds, dies and other tools that the
Company does not own [and that will be used in, and paid for as part of the piece price amount for, subsequent production]
are expensed as incurred unless the supply agreement provides a contractual guarantee for reimbursement or the non-
cancellable right to use the moulds, dies and other tools during the supply agreement.

Costs deferred in the above circumstances are included in other assets and amortized on a units-of-production basis to cost
of goods sold over the anticipated term of the supply agreement.
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Warranty

The Company records product warranty liabilities based on its individual customer agreements. Under most customer
agreements, the Company only accounts for existing or probable claims on product default issues when amounts related to
such issues are probable and reasonably estimable. Under certain complete vehicle engineering and assembly contracts, the
Company records an estimate of future warranty-related costs based on the terms of the specific customer agreements and
the specific customer’s warranty experience.

Product liability provisions are established based on the Company’s best estimate of the amounts necessary to settle existing
claims on product default issues. Recall costs are costs incurred when government regulators and/or the customer decides
to recall a product due to a known or suspected performance issue, and the Company is required to participate, either
voluntarily or involuntarily. Costs typically include the cost of the product being replaced, the customer’s cost of the recall and
labour to remove and replace the defective part. When a decision to recall a product has been made or is probable, the
Company's estimated cost of the recall is recorded as a charge to net income in that period. In making this estimate, judgment
is required as to the number of units that may be returned as a result of the recall, the total cost of the recall campaign and
the ultimate negotiated sharing of the cost between the Company, the customer and, in some cases, a supplier to the
Company.

Employee future benefit plans

The cost of providing benefits through defined benefit pensions, lump sum termination and long service payment
arrangements, and post-retirement benefits other than pensions is actuarially determined and recognized in income using the
projected benefit method pro-rated on service and management’s best estimate of expected plan investment performance,
salary escalation, retirement ages of employees and, with respect to medical benefits, expected health care costs. Differences
arising from plan amendments, changes in assumptions and experience gains and losses are recognized in income over the
expected average remaining service life of employees. Gains related to plan curtailments are recognized when the event
giving rise to the curtailment has occurred. Plan assets are valued at fair value. The cost of providing benefits through defined
contribution pension plans is charged to income in the period in respect of which contributions become payable.

Asset retirement obligation

The Company recognizes its obligation to restore leased premises at the end of the lease by recording at lease inception the
estimated fair value of this obligation as other long-term liabilities with a corresponding amount recognized as fixed assets.
The fixed asset amount is amortized over the period from lease inception to the time the Company expects to vacate the
premises, resulting in both depreciation and interest charges. The estimated fair value of the obligation is assessed for changes
in the expected timing and extent of expenditures with changes related to the time value of money recorded as interest
expense.

Subordinated debentures

The Company'’s subordinated debentures are recorded as debt with the exception of the equity value ascribed to the holders’
option to convert the 6.5% subordinated debentures into Class A Subordinate Voting Shares, which is recorded as part of
shareholders’ equity in contributed surplus. The holders’ conversion option was valued using a residual value approach.

Revenue recognition

Revenue from the sale of manufactured products is recognized when the price is fixed or determinable, collectability is
reasonably assured and upon shipment to [or receipt by customers, depending on contractual terms], and acceptance by,
customers.

Separately priced tooling and engineering services are accounted for as a separate revenue element only in circumstances
where the tooling and engineering has value to the customer on a standalone basis and there is objective and reliable evidence
of the fair value of the subsequent parts production or vehicle assembly. Revenues from significant engineering services and
tooling contracts that qualify as separate revenue elements are recognized on a percentage of completion basis. Percentage
of completion is generally determined based on the proportion of accumulated expenditures to date as compared to total
anticipated expenditures.

Revenue and cost of goods sold, including amounts from separately priced engineering and tooling contracts, are presented
on a gross basis in the consolidated statements of income and comprehensive (loss) income when the Company is acting as
principal and is subject to significant risks and rewards in connection with the process of bringing the product to its final state
and in the post-sale dealings with its customers. Otherwise, components of revenues and related costs are presented on a
net basis. With respect to vehicle assembly sales, where Magna is acting as principal with respect to purchased components
and systems, the selling price to the customer includes the costs of such inputs. These programs are accounted for on a full-
cost basis under which sales and cost of goods sold include these input costs. Where third-party components and systems
are held on consignment by the Company, the selling price to the customer reflects a value-added assembly fee only and,
accordingly, the costs of such consignment inputs are not included in sales and cost of goods sold.
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Government financing

The Company makes periodic applications for financial assistance under available government assistance programs in the
various jurisdictions that the Company operates. Grants relating to capital expenditures are reflected as a reduction of the
cost of the related assets. Grants and tax credits relating to current operating expenditures are generally recorded as a reduction
of expense at the time the eligible expenses are incurred. In the case of certain foreign subsidiaries, the Company receives
tax super allowances which are paid in cash. The Company also receives loans which are recorded as liabilities in amounts
equal to the cash received.

Research and development

Research costs are expensed as incurred and development costs which meet certain criteria where future benefit is reasonably
certain are deferred to the extent of their estimated recovery. As at December 31, 2008 and 2007, no development costs were
deferred.

Income taxes

The Company uses the liability method of tax allocation to account for income taxes. Under the liability method of tax allocation,
future tax assets and liabilities are determined based on differences between the financial reporting and tax bases of assets
and liabilities and are measured using the substantively enacted tax rates and laws that will be in effect when the differences
are expected to reverse.

No future tax liability is recorded for taxes that could arise on the remittance of undistributed earnings of foreign subsidiaries
as these earnings are considered to be reinvested for the foreseeable future. Taxes are recorded on such foreign undistributed
earnings when circumstances change and it becomes apparent that such earnings will be distributed in the foreseeable future.

Stock-based compensation

Effective January 1, 2003, the Company prospectively adopted the fair value method for recognizing compensation expense
for stock options granted under its stock option plans. Under the prospective method of adoption, compensation expense is
recognized for stock options granted, modified or settled after January 1, 2003 based upon the fair value of the options at the
grant or modification date. The fair value of the options is recognized over the vesting period of the options as compensation
expense in selling, general and administrative expense with a corresponding increase to contributed surplus.

For stock options granted prior to January 1, 2003, the Company continues to use the intrinsic value method unless such
options were modified after January 1, 2003.

The fair value of stock options is estimated at the grant date using the Black-Scholes option pricing model. This model requires
the input of a number of assumptions, including expected dividend yields, expected stock price volatility, expected time until
exercise and risk-free interest rates. Although the assumptions used reflect management’s best estimates, they involve
inherent uncertainties based on market conditions generally outside the Company’s control. If other assumptions are used,
stock-based compensation expense could be significantly impacted.

As stock options are exercised, the proceeds received on exercise, in addition to the portion of the contributed surplus balance
related to those stock options, is credited to Class A Subordinate Voting Shares and contributed surplus is reduced accordingly.

The Company'’s restricted stock plans and restricted share unit plans are measured at fair value at the date of grant and
amortized to compensation expense from the effective date of the grant to the final vesting date in selling, general and
administrative expense with a corresponding increase to contributed surplus. As restricted stock or restricted share units are
released under the plans, the portion of the contributed surplus balance relating to the restricted stock or restricted share
units is credited to Class A Subordinate Voting Shares and released from contributed surplus.

Comprehensive (loss) income

Other comprehensive (loss) income includes unrealized gains and losses on translation of the Company’s net investment in
self-sustaining foreign operations, and to the extent that cash flow hedges are effective, the change in their fair value, net of
income taxes. Other comprehensive (loss) income is presented below net income on the consolidated statements of income
and comprehensive (loss) income. Comprehensive (loss) income is composed of net income and other comprehensive (loss)
income.

Accumulated other comprehensive income is a separate component of shareholders’ equity which includes the accumulated
balances of all components of other comprehensive (loss) income which are recognized in comprehensive (loss) income but
excluded from net income.
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Earnings per Class A Subordinate Voting or Class B Share

Basic earnings per Class A Subordinate Voting or Class B Share are calculated on net income using the weighted average
number of Class A Subordinate Voting and Class B Shares outstanding during the year.

Diluted earnings per Class A Subordinate Voting or Class B Share are calculated on the weighted average number of Class A
Subordinate Voting and Class B Shares that would have been outstanding during the year had all the convertible subordinated
debentures been exercised or converted into Class A Subordinate Voting Shares at the beginning of the year. In addition, the
weighted average number of Class A Subordinate Voting and Class B Shares used to determine diluted earnings per share
includes an adjustment for stock options outstanding using the treasury stock method.

Class A Subordinate Voting Shares that have not been released under the Company'’s restricted stock plan or are being held
in trust for purposes of the Company's restricted stock unit program have been excluded in the calculation of basic earnings
per share but have been included in the calculation of diluted earnings per share.

Use of estimates

The preparation of the consolidated financial statements in conformity with Canadian GAAP requires management to make
estimates and assumptions that affect the amounts reported and disclosed in the consolidated financial statements and
accompanying notes. Actual results could differ from those estimates.

Future accounting standards

In February 2008, the Accounting Standards Board ["AcSB”] confirmed that Canadian GAAP for publicly accountable
enterprises will be converged with International Financial Reporting Standards [“IFRS"]. IFRS uses a conceptual framework
similar to Canadian GAAP but there could be significant differences on recognition, measurement and disclosures. In the
period leading up to the changeover, the AcSB will continue to issue accounting standards that are converged with IFRS, thus
mitigating the impact of adopting IFRS at the changeover date.

These new standards will be effective for Magna for interim and annual financial statements beginning on January 1, 2011,
with retrospective presentation of the comparative 2010 results.

The Company is currently in the planning phase of the conversion. This includes identifying the differences between existing
Canadian GAAP and IFRS, developing the project plan, assessing resource requirements and providing training to staff. A detailed
analysis of the differences between IFRS and the Company’s accounting policies as well as an assessment of the impact of
various alternatives is in progress. Changes in accounting policies are likely and may materially impact the Company's
consolidated financial statements.

Over the next two years, the Company will assess the implications of converting to IFRS, estimate the impact, implement the
changes and perform work to ensure the accuracy of opening balances. It is currently not possible to fully determine the
impact to the consolidated financial statements and any potential business impacts, as accounting standards and related
interpretations continue to change.

In February 2008, the Canadian Institute of Chartered Accountants [“CICA"] issued Handbook Section 3064, “Goodwill and
Intangible Assets” The new standard is effective for Magna in the first quarter of 2009, and provides guidance on the
recognition, measurement, presentation and disclosure of goodwill and intangible assets. The Company is currently evaluating
the impact of the adoption of this new standard.

In October 2008, the CICA issued Handbook Sections 1582, “Business Combinations” [*CICA 1582"], 1601 "“Consolidated
Financial Statements” [*CICA 1601"], and 1602 “Non-controlling Interests” [“CICA 1602"]. CICA 1582 establishes standards
for the measurement of a business combination and the recognition and measurement of assets acquired and liabilities
assumed, CICA 1601 carries forward the existing Canadian guidance on aspects of the preparation of consolidated financial
statements subsequent to acquisition other than non-controlling interests, and CICA 1602 establishes guidance for the
treatment of non-controlling interests subsequent to acquisition through a business combination. These new standards are
effective for Magna in the first quarter of 2011 with earlier adoption permitted. In December 2007, the Financial Accounting
Standards Board ["FASB"] issued FASB Statement No. 141R, “Business Combinations’ which is effective for the Company
beginning January 1, 2009. The new standards are intended to harmonize Canadian GAAP and U.S. GAAP with IFRS. The Company
is currently evaluating the impact of the adoption of these new standards.
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ACCOUNTING CHANGE

On January 1, 2008, the Company adopted CICA Handbook Section 3031, “Inventories’ which provides additional guidance
on the measurement and disclosure of inventory. The new standard specifically requires that inventories be measured at the
lower of cost and net realizable value and also provides more guidance on the determination of cost and its subsequent
recognition as an expense. The new standard did not have a material impact on the Company's consolidated financial
statements.

In January 2005, the CICA approved Handbook Sections 1530 “Comprehensive Income’ 3855 “Financial Instruments —
Recognition and Measurement’, 3861 “Financial Instruments — Disclosure and Presentation’] and 3865 “Hedges” The
Company adopted these new recommendations effective January 1, 2007 with no restatement of prior periods, except to
classify the currency translation adjustment as a component of accumulated other comprehensive income. With the adoption
of these new standards, the Company's accounting for financial instruments and hedges complies with U.S. GAAP in all
material respects commencing January 1, 2007.

GOODWILL AND LONG-LIVED ASSETS

In conjunction with its annual business planning cycle, the Company completed its goodwill impairment analysis. No goodwill
impairment charge was recorded during 2008, 2007 or 2006. However, the Company determined that goodwill could potentially
be impaired at its Powertrain North America reporting unit. Therefore, as required by GAAPR the Company made a reasonable
estimate of the goodwill impairment by determining the implied fair value of goodwill in the same manner as if it had acquired
the reporting unit as at year end. The Company’s best estimate is that goodwill is not impaired; however, any adjustment to
the estimated impairment charge based on finalization of the impairment analysis will be recorded during 2009.

Due to the judgment involved in determining the fair value of the reporting unit's assets and liabilities, the final amount of the
goodwill impairment charge, if any, could differ from those estimated.

Furthermore, in association with the Company’s annual goodwill impairment analysis and consideration of other indicators of
impairment at certain operations, the Company recorded long-lived asset impairment charges as follows:

2008 2007 2006

North America $ 275 $ 44 $ 13
Europe 8 12 41
$ 283 $ 56 $ 54

[a] North America

For the year ended December 31, 2008
During 2008, the Company recorded long-lived asset impairment charges of $275 million [$238 million after tax], related
primarily to its powertrain and interior and exterior systems operations in the United States and Canada.

At the Company's powertrain operations, particularly at a facility in Syracuse, New York, asset impairment charges of
$189 million [$169 million after tax] were recorded primarily as a result of the following factors:

e adramatic market shift away from truck programs, in particular four wheel drive pick-up trucks and SUVs;
e  excess die-casting, machining and assembly capacity; and
e historical losses that are projected to continue throughout the Company'’s business planning period.

At its interiors and exteriors operations, the Company recorded $74 million [$61 million after tax] of asset impairment
charges primarily as a result of the following factors:

significantly lower volumes on certain pick-up truck and SUV programs;

the loss of certain replacement business;

capacity utilization that is not sufficient to support the current overhead structure; and

historical losses that are projected to continue throughout the Company’s business planning period.

In addition, the Company recorded asset impairment charges of $12 million [$8 million after tax] related to dedicated
assets at a chassis systems facility in Canada and a seating systems facility in the United States.

During 2008, the Company recorded restructuring and rationalization costs of $84 million [$60 million after tax] related to
the above long-lived asset impairments and other restructuring activities. Substantially all of the $84 million will be paid
subsequent to 2008.
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[b]

For the year ended December 31, 2007

During 2007, the Company recorded asset impairments of $44 million [$28 million after tax] at an interior systems facility
in the United States and certain powertrain facilities in the United States and Canada. The asset impairments were
recorded as a result of: (i) ceasing operations and/or use of certain assets at two powertrain facilities; and (ii) losses that
were projected to be incurred throughout the Company's business planning period based on existing and projected sales
levels.

For the year ended December 31, 2006

During 2006, the Company recorded an asset impairment of $13 million [$8 million after tax] relating to certain interior
systems facilities in the United States. The asset impairments were recorded as a result of losses that were projected to
be incurred throughout the Company’s business planning period based on existing and projected sales levels.

Europe

For the year ended December 31, 2008
During 2008, the Company recorded an $8 million [$8 million after tax] asset impairment related to the disposal of specific
assets at an interior systems facility in the United Kingdom and specific assets at a powertrain facility in Austria.

For the year ended December 31, 2007

During 2007, the Company recorded asset impairments of $12 million [$12 million after tax] relating to certain assets and
facilities in Germany, Austria, Spain and the Czech Republic due to recurring losses that were projected to continue as a
result of existing sales levels and limited sales growth prospects.

For the year ended December 31, 2006

During 2006, the Company recorded asset impairments of $41 million [$38 million after tax] relating to certain assets and
facilities in Germany, Austria, the United Kingdom, Spain and the Czech Republic. The asset impairments were recorded
based on recurring losses that were projected to continue as a result of existing sales levels and limited sales growth
prospects.

EARNINGS PER SHARE

Earnings per share are computed as follows:

2008 2007 2006
Basic earnings per Class A Subordinate Voting or Class B Share:
Net income $ 71 $ 663 $ 528
Average number of Class A Subordinate Voting and
Class B Shares outstanding during the year 112.8 111.4 108.6
Basic earnings per Class A Subordinate Voting
or Class B Share $ 0.63 $ 5.95 $ 4.86
Diluted earnings per Class A Subordinate Voting or Class B Share:
Net income available to Class A Subordinate Voting
and Class B Shareholders $ 71 $ 663 $ 528
Adjustment [net of related tax effectl:
Interest on Convertible Subordinated Debentures [b] — 5 5
$ 71 $ 668 $ 533

Average number of Class A Subordinate Voting and
Class B Shares outstanding during the year 112.8 111.4 108.6
Adjustments

Stock options and restricted stock [c] 1.1 1.6 1.7
Convertible Subordinated Debentures [b] — 1.1 1.1
113.9 1141 111.4

Diluted earnings per Class A Subordinate Voting
or Class B Share $ 0.62 $ 5.86 $ 478
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[a] Diluted earnings per Class A Subordinate Voting or Class B Share exclude Class A Subordinate Voting Shares issuable,
only at the Company’s option, to settle the 7.08% Subordinated Debentures. The number of shares issuable is dependent
on the trading price of Class A Subordinate Voting Shares at redemption.

[b] Diluted earnings per Class A Subordinate Voting or Class B Share exclude 1.1 million [2007 - nil; 2006 - nil] Class A
Subordinate Voting Shares issuable to settle the 6.5% Convertible Subordinated Debentures as the conversion of the
debentures would have an anti-dilutive impact to earnings per share.

[c] Diluted earnings per Class A Subordinate Voting or Class B Share also exclude 2.7 million [2007 - 2.9 million; 2006 - 3.7

million] Class A Subordinate Voting Shares issuable under the Company’s Incentive Stock Option Plan because these
options were not ‘in-the-money’.

DETAILS OF CASH FROM OPERATING ACTIVITIES

[a] Iltems not involving current cash flows:

2008 2007 2006
Depreciation and amortization $ 873 $ 872 $ 790
Long-lived asset impairments [note 3] 283 56 54
Valuation allowance established against
future tax assets [note 11] 123 115 —
Equity income (19) (11) (13)
Future income taxes and non-cash portion of current taxes (131) (123) (92)
Reclassification of gain on translation of net investment in
foreign operations from accumulated other
comprehensive income [note 19] (116) (26) —
Amortization of employee wage buydown [note 12] 62 — —
Other non-cash charges 183 141 172
$ 1,258 $ 1,024 $ 911
[b] Changes in non-cash operating assets and liabilities:
2008 2007 2006
Accounts receivable $ 826 $ 36 $ 14
Inventories (124) (97) 60
Prepaid expenses and other [note 12] (70) (13) 15
Accounts payable, accrued salaries and wages
and other accrued liabilities (649) (65) 62
Income taxes payable/receivable (232) 66 35
Deferred revenue (26) (21) (29)
$ (275) $ (94) $ 157

BUSINESS ACQUISITIONS

Acquisitions in the year ended December 31, 2008

On May 30, 2008, Magna acquired a facility from Ogihara America Corporation. The facility in Alabama manufactures major
exterior and structural welded assemblies for sales to various customers, including Mercedes-Benz.

On June 16, 2008, Magna was the successful bidder to acquire a substantial portion of the exteriors business and related
assets from Plastech Engineered Products Inc., in a Chapter 11 sale out of bankruptcy. The acquired business supplies parts
to various customers, including Chrysler, Ford and General Motors, in the United States and Canada.

On October 3, 2008, Magna acquired BluWav Systems LLC, a developer and supplier of electric and energy management
systems for hybrid electric vehicles, plug-in hybrid vehicles and battery electric vehicles.

On October 31, 2008, Magna acquired Technoplast, a supplier of plastic exterior and interior components. Technoplast is
located in Nizhny Novgorod, Russia and currently supplies the GAZ Group with components for several programs.

The total consideration for these and certain other acquisitions was $177 million, consisting of $158 million paid in cash and
$19 million of assumed debt. The excess purchase price over the book value of assets acquired and liabilities assumed was
$77 million.
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The net effect of the acquisitions on the Company’s 2008 consolidated balance sheet was increases in non-cash working
capital of $23 million, fixed assets of $80 million, goodwill of $27 million, other assets of $50 million and future tax liabilities
of $3 million.

The purchase price allocations for these acquisitions are preliminary and adjustments to the allocations may occur as a result
of obtaining more information regarding asset valuations. On a preliminary basis, an allocation of the excess purchase price
over the book value of assets acquired and liabilities assumed has been made to fixed assets, goodwill, and intangible assets.

Acquisitions in the year ended December 31, 2007

On January 15, 2007 Magna acquired two facilities from Pressac Investments Limited [“Pressac”]. The facilities in Germany
and Italy manufacture electronic components for sale to various customers, including Volkswagen, Mercedes-Benz and Fiat.
The total consideration for the acquisition amounted to $52 million [€40 million], consisting of $46 million paid in cash, net of
cash acquired, and $6 million of assumed debt.

The net effect of the acquisition on the Company’s 2007 consolidated balance sheet was increases in non-cash working capital
of $12 million, fixed assets of $20 million, goodwill of $25 million, other assets of $3 million, other long-term liabilities of
$6 million and future tax liabilities of $2 million.

Acquisitions in the year ended December 31, 2006

On February 2, 2006, Magna acquired CTS Fahrzeug-Dachsysteme GmbH, Bietingheim-Bissingen [“CTS"], a leading
manufacturer of roof systems for the automotive industry. CTS manufactures soft tops, hard tops and modular retractable hard
tops. In addition to Porsche, its customers include Mercedes-Benz, Ferrari, Peugeot and General Motors. CTS has six facilities
in Europe and two facilities in North America.

The total consideration for the acquisition of CTS and certain other manufacturing and engineering facilities amounted to
$290 million, consisting of $221 million paid in cash and $69 million of assumed debt.

On August 25, 2006, the Company acquired the net assets of the Magna Golf Club located in Aurora, Ontario from Magna
Entertainment Corp. [“"MEC"] and on November 1, 2006, the Company purchased the Fontana Golf and Sports Club in Austria
from MEC [note 23]. The total consideration for these acquisitions was $84 million, consisting of $63 million paid in cash and
$21 million of assumed debt. These transactions were reviewed by a Special Committee, and approved by the independent
members of Magna's Board of Directors following the unanimous recommendation of the Special Committee.

The net effect of these acquisitions on the Company’s 2006 consolidated balance sheet was increases in non-cash working
capital of $69 million, fixed assets of $136 million, goodwill of $127 million, other assets of $74 million, deferred revenues of
$12 million, other long-term liabilities of $11 million and future tax liabilities of $9 million.

Pro forma impact

If the acquisitions completed during 2008 and 2007 occurred on January 1, 2007 the Company's unaudited pro forma

consolidated sales for the year ended December 31, 2008 would have been $24 billion [2007 - $27 billion] and the unaudited
pro forma consolidated net income would have been $75 million [2007 - $690 million].

INVENTORIES

Inventories consist of:

2008 2007
Raw materials and supplies $ 605 $ 663
Work-in-process 166 204
Finished goods 228 248
Tooling and engineering 648 566

$ 1,647 $ 1,681

Tooling and engineering inventory represents costs incurred on separately priced tooling and engineering services contracts
in excess of billed and unbilled amounts included in accounts receivable.
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INVESTMENTS

At December 31, 2008, the Company held Canadian third party ABCP with a face value of Cdn$134 million. When acquired,
these investments were rated R1 (High) by Dominion Bond Rating Service ["DBRS"], which was the highest credit rating
issued for commercial paper. These investments did not settle at the scheduled maturity during the third quarter of 2007 due
to ABCP market liquidity issues, and as a result the Company reclassified its ABCP to long-term investments from cash and
cash equivalents.

On January 16, 2009, a restructuring plan was finalized and new restructuring Notes [the “Notes”] were issued in exchange
for existing investments. The Notes issued include: (i) notes in a Master Trust (MAV2 — A Notes), which are rated A by DBRS
with a face amount value of Cdn$102 million; (i) subordinate notes (MAV2 — B and C Notes) which are unrated with a face
amount value of Cdn$9 million; and (iii) various tracking notes which were issued in exchange for assets deemed ineligible for
inclusion in the Master Trust with a face amount value of Cdn$23 million. The criteria for eligibility into the Master Trust include
credit quality and expected return of the assets, and arrangements with individual asset providers. The performance of the
tracking notes is tied directly to actual performance of the specific assets.

At December 31, 2008, the carrying value of this investment was Cdn$79 million [2007 - Cdn$121 million], which was based
on a valuation technique estimating the fair value from the perspective of a market participant. For the year ended December
31, 2008, the Company recorded a $41 million impairment charge in selling, general and administrative expense. The
impairment charge is comprised of:

[a] MAV2 — A Notes: the return on these notes is expected to be below current market rates for instruments of comparable
credit quality, term and structure, and accordingly, an impairment charge was recorded using a discounted cash flow
analysis; and

[b] MAV2 - B and C Notes and tracking notes: a charge against potentially non-performing assets which was determined
based on a probability weighted basis.

During 2008, the Company recorded $5 million of interest income on these investments.

FIXED ASSETS

Fixed assets consist of:

2008 2007
Cost
Land $ 212 $ 219
Buildings 856 866
Machinery and equipment 7,700 8,383
In progress 313 362
9,081 9,830
Accumulated depreciation
Buildings (305) (310)
Machinery and equipment (5,075) (5,213)
$ 3,701 $ 4,307
GOODWILL
The following is a continuity of the Company’s goodwill:
2008 2007 2006
Balance, beginning of year $ 1,237 $ 1,096 $ 918
Acquisitions [note 6] 27 25 172
Foreign exchange and other (104) 116 6

$ 1,160 $ 1,237 $ 1,096
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INCOME TAXES

[al

(o]

[c]

The provision for income taxes differs from the expense that would be obtained by applying the Canadian statutory income
tax rate as a result of the following:

2008 2007 2006
Canadian statutory income tax rate 33.5% 36.1% 36.1%
Manufacturing and processing profits deduction (1.2) (1.4) (1.4)
Foreign rate differentials (22.1) (9.5) (10.4)
Losses not benefited 29.3 1.5 7.5
Earnings of equity investees (2.0) (0.4) (0.7)
Valuation allowance on future tax assets [i] 375 10.0 —
Mexican tax reform [ii] — 4.6 —
Reduction in enacted tax rates [iiil - (0.4) (1.3)
Income tax settlement - — 2.9
Other 33 2.0 0.6
Effective income tax rate 78.3% 42.5% 33.3%

(il

lii]

liii]

During 2008, the Company recorded a $123 million [2007 - $115 million] charge to establish valuation allowances
against its remaining future tax assets in the United States. Accounting standards require that the Company assess
whether valuation allowances should be established against its future income tax assets based on the consideration
of all available evidence using a “more likely than not” standard. The factors the Company uses to assess the
likelihood of realization are its forecast of future taxable income and available tax planning strategies that could be
implemented to realize the future tax assets. The Company determined that valuation allowances were required in
the United States based on: (i) historical consolidated losses at the Company’s United States operations that are
expected to continue in the near-term; (i) the accelerated deterioration of near term automotive market conditions
in the United States; and (iii) significant and inherent uncertainty as to the timing of when the Company would be able
to generate the necessary level of earnings to recover these future tax assets.

During 2007, the Company recorded a $53 million charge to future income tax expenses as a result of a new flat tax
introduced in Mexico that was effective January 1, 2008. The flat tax is a minimum tax whereby the greater of income
tax or flat tax is paid. In computing the flat tax, only 50% of the undepreciated tax balances of certain fixed assets
acquired before September 1, 2007 and 60% of inventory balances as at December 31, 2007 are deductible over 10
years. In addition, no deduction or credit is permitted in respect of interest expense, royalties paid to related parties,
net operating losses and certain non-deductible reserves as at December 31, 2007 against the flat tax in the future.

During 2007, the Company recorded a future income tax benefit of $5 million related to decreases in enacted tax rates
in Canada. During 2006, the Company recorded a future income tax benefit of $10 million related to decreases in
enacted tax rates in Canada and certain foreign jurisdictions.

The details of income before income taxes by jurisdiction are as follows:

2008 2007 2006
Canadian $ 200 $ 778 $ 631
Foreign 128 374 161
$ 328 $ 1,152 $ 792
The details of the income tax provision are as follows:
2008 2007 2006
Current provision
Canadian federal taxes $ 101 $ 234 $ 172
Provincial taxes 57 109 94
Foreign taxes 107 119 95
265 462 361
Future provision
Canadian federal taxes (38) (28) (20)
Provincial taxes (24) (13) (7)
Foreign taxes 54 68 (70)
(8) 27 (97)
$ 257 $ 489 $ 264
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[d]

le]

[f]

[e]|

Future income taxes have been provided on temporary differences, which consist of the following:

2008 2007 2006
Book amortization less than (in excess of) tax amortization $ 1 $ 2 $ (26)
Tax depreciation less than book depreciation (46) (25) (23)
Net tax losses benefited (69) (52) (22)
Valuation allowance on future tax assets 123 115 —
Liabilities currently not deductible for tax (32) (5) (16)
Reduction in enacted tax rates — (3) (10)
Tax deferred income (2) (2) 1
Other 7 (3) (1)
$ (8) $ 27 $ (97)
Future tax assets and liabilities consist of the following temporary differences:
2008 2007
Assets
Tax benefit of loss carryforwards
Pre-acquisition $ 58 $ 59
Post-acquisition 407 373
Other liabilities 104 113
Tax credits carryforward 71 50
Unrealized loss on cash flow hedges 63 30
Other 59 65
762 690
Valuation allowance against tax benefit of loss carryforwards
Pre-acquisition (52) (53)
Post-acquisition (372) (271)
Other valuation allowance (156) (86)
$ 182 $ 280
Liabilities
Tax depreciation in excess of book depreciation $ 103 $ 192
Other assets book value in excess of tax value 18 34
Unrealized gain on cash flow hedges 15 26
$ 136 $ 252

Income taxes paid in cash were $437 million for the year ended December 31, 2008 [2007 - $435 million; 2006 - $295

million].

At December 31, 2008, the Company had gross income tax loss carryforwards of $1.3 billion which relate to certain
foreign subsidiaries, including $141 million of losses obtained on acquisitions, the tax benefits of which have not been
recognized in the consolidated financial statements. Of the total losses, $939 million expire between 2009 and 2028 and

the remainder have no expiry date.

OTHER ASSETS

Other assets consist of:

2008 2007
Long-term receivables [a] $ 67 $ 128
Preproduction costs related to long-term supply agreements
with contractual guarantee for reimbursement 230 94
Patents and licenses, net [note 6] 54 67
Employee wage buydown, net [b] 52 —
Other, net [note 6] 198 180
$ 601 $ 469
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[a] A portion of the Company'’s long-term receivables are reflected net of outstanding borrowings from a finance subsidiary
of Saab since the Company has a legal right of set-off of its $16 million [2007 - $37 million] long-term receivable from Saab

against the borrowings of $16 million and intends to settle the related amounts simultaneously.

[b] Under the terms of a collective bargaining agreement, employees agreed to accept lump-sum cash payments in return
for lower wages and benefits over the four-year term of the union contract. Given that the Company will benefit from these
lump-sum payments over the term of the union contract, the committed amounts have been capitalized in other assets.
The capitalized amounts are being amortized over the term of the collective bargaining agreement based on estimated

employment levels.

WARRANTY

The following is a continuity of the Company’s warranty accruals:

2008 2007 2006
Balance, beginning of year $ 103 $ 94 $ 96
Expense (income), net (2) 19 9
Settlements (23) (32) (27)
Acquisition — — 6
Foreign exchange and other (3) 22 10
$ 75 $ 103 $ 94
DEBT AND COMMITMENTS
[al The Company’s long-term debt, which is substantially uncollateralized, consists of the following:
2008 2007
7.08% Subordinated Debentures, denominated in euros [c] $ 139 $ 147
6.5% Convertible Subordinated Debentures, denominated in Canadian dollars [d] 83 102
Government loans at a weighted average interest rate
of approximately 1.6%, denominated primarily in euros 25 48
Senior unsecured zero-coupon notes at a weighted average interest rate
of approximately 4.7%, denominated in Canadian dollars — 246
Senior unsecured notes payable at a weighted average interest rate
of approximately 4.1%, denominated in U.S. dollars — 91
Other 53 77
300 711
Less due within one year 157 374
$ 143 $ 337
[b] Future principal repayments on long-term debt are estimated to be as follows:
2009 $ 157
2010 95
2011 11
2012 8
2013 4
Thereafter 25
$ 300

[c] On September 21, 1999, the Company issued €100 million of 7.08% junior unsecured subordinated debentures which
mature on September 30, 2009. These subordinated debentures are not redeemable except in the event of certain adverse
changes in tax legislation. Upon maturity, the Company may at its option satisfy the amounts payable by issuing Magna
Class A Subordinate Voting Shares, based on the weighted average trading price of the Class A Subordinate Voting Shares,

provided that there is no continuing event of default.
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(h]

(il

On March 27, 2003, the Company issued Cdn$100 million of 6.5% Convertible Subordinated Debentures which mature
on March 31, 2010. The 6.5% Convertible Subordinated Debentures are convertible at any time into Magna Class A
Subordinate Voting Shares at a fixed conversion price of Cdn$91.19. All or part of the 6.5% Convertible Subordinated
Debentures are currently redeemable at the Company's option at any time. On redemption or maturity, the Company will
have the option of retiring the 6.5% Convertible Subordinated Debentures with Class A Subordinate Voting Shares and,
in addition, the Company may elect from time to time to issue and deliver freely tradable Class A Subordinate Voting
Shares to a trustee in order to raise funds to satisfy the obligation to pay interest on the 6.5% Convertible Subordinated
Debentures.

On October 12, 2005, the Company entered into a $2.0 billion five-year revolving term facility, of which $1.0 billion was
unused and available at year end. In July 2007, the facility was extended to July 31, 2012. The facility has a North American
tranche of $1.57 billion, a European tranche of €300 million and an Asian tranche of $50 million. As at December 31,
2008, outstanding borrowings under the facility are at an average interest rate of 2.6%. Subsequent to year end, the
Company repaid $768 million of borrowings.

Under the terms of the Company’'s operating and term credit agreements, it is permitted to make use of banker’s
acceptances and commercial paper to borrow at effective interest rates which are, from time to time, lower than those
charged under the bank lines of credit.

Interest income, net includes:

2008 2007 2006

Interest expense
Current $ 19 $ 16 $ 10
Long-term 32 36 40
51 52 50
Interest income (113) (114) (64)
Interest income, net $ (62) $ (62) $ (14)

Interest paid in cash was $43 million for the year ended December 31, 2008 [2007 - $38 million; 2006 - $36 million].

At December 31, 2008, the Company had commitments under operating leases with M| Developments Inc. ["MID"]
[note 23] and third parties requiring annual rental payments as follows:

Third

MID parties Total

2009 $ 156 $ 126 $ 282
2010 155 111 266
2011 153 90 243
2012 154 75 229
2013 154 62 216
Thereafter 478 112 590
$ 1,250 $ 576 $ 1,826

For the year ended December 31, 2008, operating lease expense was $296 million [2007 - $316 million; 2006 - $286
million], of which $156 million related to MID [2007 - $159 million; 2006 - $153 million].

One of the Company's German subsidiaries has entered into an operating lease for a facility constructed at a cost of
approximately $12 million. The lessor in this arrangement leased the assets from a partnership that is substantially debt
financed, which is owned directly and indirectly by the lessor. Although the Company’s German subsidiary has options to
acquire either the facility under lease or the partnership, the Company's obligations under this arrangement are limited to
those in its operating lease agreement. Although this arrangement qualifies as a variable interest entity, the Company has
concluded that it is not the primary beneficiary under the agreement and has, therefore, not consolidated the entity.
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OTHER LONG-TERM LIABILITIES

Other long-term liabilities consist of:

2008 2007 2006

Defined benefit pension plans [al 25 33 35
Termination and long service arrangements [b] 188 196 157
Retirement medical benefits plan [c] 85 86 69
298 315 261

Asset retirement obligation 36 38 27
Long-term portion of fair value of hedges 89 41 —
423 394 288

[a] Defined benefit pension plans

The Company sponsors a number of defined benefit pension plans and similar arrangements for its employees. European defined

benefit pension plans are unfunded.

All pension plans are funded to at least the minimum legal funding requirements.

The weighted average of significant actuarial assumptions adopted in measuring the Company’s obligations and costs are

as follows:
2008 2007 2006
Projected benefit obligation
Discount rate 6.3% 5.8% 5.3%
Rate of compensation increase 3.6% 3.2% 3.3%
Net periodic benefit cost
Discount rate 6.4% 5.4% 5.1%
Rate of compensation increase 3.7% 3.2% 3.0%
Expected return on plan assets 7.8% 7.6% 7.7%
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Information about the Company's defined benefit pension plans is as follows:

2008 2007 2006
Projected benefit obligation
Beginning of year $ 301 $ 282 $ 234
Current service cost 19 22 24
Interest cost 16 15 13
Actuarial (gains) losses and changes in actuarial assumptions (16) (24) 1
Benefits paid (10) (8) (8)
(Divestitures) acquisitions (8) — 9
Settlement (35) — —
Curtailment — (6) —
Currency translation (17) 20 9
End of year $ 250 $ 301 $ 282
Plan assets at fair value
Beginning of year $ 279 $ 232 $ 185
Return on plan assets (54) 19 20
Employer contributions 17 22 30
Benefits paid (10) (8) (8)
Divestiture (7) — —
Settlement (35) — —
Currency translation (14) 14 5
End of year $ 176 $ 279 $ 232
Unfunded amount $ 74 $ 22 $ 50
Unrecognized actuarial (losses) gains (49) i (15)
Net amount recognized in the consolidated balance sheets $ 25 $ 33 $ 35
Net periodic benefit cost
Current service cost $ 19 $ 22 $ 24
Interest cost 16 15 13
Return on plan assets (19) (16) (14)
Actuarial (gains) losses (1) 1 —
Curtailment gain (2) — —
Net periodic benefit cost $ 13 $ 22 $ 23

Termination and long service arrangements

Pursuant to labour laws and national labour agreements in certain European countries and Mexico, the Company is
obligated to provide lump sum termination payments to employees on retirement or involuntary termination, and long
service payments contingent upon persons reaching a predefined number of years of service.

All lump sum termination and long service payment arrangements are unfunded. However, pursuant to local tax laws,
Austrian subsidiaries hold long-term government securities in connection with their unfunded obligations. Such assets
amounted to $9 million at December 31, 2008 [2007 - $10 million] and are included in investments on the Company's
consolidated balance sheets.

The weighted average of significant actuarial assumptions adopted in measuring the Company'’s projected termination and
long service benefit obligations and net periodic benefit cost are as follows:

2008 2007 2006
Discount rate 6.2% 5.4% 4.5%
Rate of compensation increase 3.9% 3.1% 2.9%
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Information about the Company’s termination and long service arrangements is as follows:

2008 2007 2006
Projected benefit obligation
Beginning of year $ 215 $ 181 144
Current service cost 17 19 X
Interest cost 10 9 7
Actuarial losses (gains) and changes in actuarial assumptions 1 (3) 1
Benefits paid (27) (17) (8)
Acquisition — 5 —
Currency translation (14) 21 16
End of year $ 212 $ 215 181
Unfunded amount $ 212 $ 215 181
Unrecognized actuarial losses (24) (19) (24)
Net amount recognized in the consolidated balance sheets $ 188 $ 196 157
Net periodic benefit cost
Current service cost $ 17 $ 19 1
Interest cost 10 9 7
Actuarial losses - — 1
Net periodic benefit cost $ 27 $ 28 19

Retirement medical benefits plan

The Company sponsors a retirement medical benefits plan covering eligible employees and retirees. Retirees age 60 or
older with 10 or more years of service are eligible for benefits, and existing retirees as at August 1, 2000 that meet the

above criteria are also eligible for benefits. Benefits are capped based on years of service.

The weighted average discount rate used in measuring the Company's projected retirement medical benefit obligations

and net periodic benefit cost are as follows:

2008 2007 2006
Retirement medical benefit obligations 6.3% 5.9% 5.4%
Net periodic benefit cost 6.3% 5.4% 5.4%
Health care cost inflation 9.3% 9.6% 10.0%
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Information about the Company’s retirement medical benefits plan is as follows:

2008 2007 2006
Projected benefit obligation
Beginning of year $ 79 $ 104 $ 90
Current service cost 4 7 8
Interest cost 5 6 5
Actuarial (gains) losses and changes in actuarial assumptions (7) (41) 3
Benefits paid (2) (2) (2)
Special termination benefit - (1) —
Currency translation (6) 6 —
End of year $ 73 $ 79 $ 104
Unfunded amount $ 73 $ 79 $ 104
Unrecognized past service obligation (9) (12) (12)
Unrecognized actuarial gains (losses) 21 19 (23)
Net amount recognized in the consolidated balance sheets $ 85 $ 86 $ 69
Net periodic benefit cost
Current service cost $ 4 $ 7 $ 8
Interest cost 5 6 5
Actuarial (gains) losses (2) 1 —
Past service cost amortization 1 1 1
Net periodic benefit cost $ 8 $ 15 $ 14

The effect of a one-percentage point increase or decrease in health care trend rates would not have a significant impact
on the Company's income as the majority of benefits are based on a defined dollar amount. The defined dollar amount is
not expected to change based on changes in costs for health care.

Future benefit payments

Termination
Defined and long Retirement
benefit service medical
pension plan  arrangements benefits plan Total
Expected employer contributions - 2009 $ 9 $ 8 $ 3 $ 20
Expected benefit payments
2009 $ 10 $ 8 $ 3 $ 21
2010 11 7 3 21
2011 12 7 4 23
2012 13 8 4 25
2013 14 11 4 29
Thereafter 95 66 24 185
$ 155 $ 107 $ 42 $ 304
Plan assets

The asset allocation of the Company’s defined benefit pension plans at December 31, 2008 and 2007, and the target
allocation for 2009 is as follows:

2009 2008 2007
Equity securities 50-75% 58% 66%
Fixed income securities 5-45% 38% 34%
Cash and cash equivalents 0-40% 4% —
100% 100% 100%

The expected rate of return on plan assets was determined by considering the Company'’s current investment mix, the historic
performance of these investment categories and expected future performance of these investment categories.
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16. STOCK-BASED COMPENSATION

[a] Incentive Stock Option Plan

Under the amended and restated Incentive Stock Option Plan, the Company may grant options to purchase Class A
Subordinate Voting Shares to full-time employees, outside directors or consultants of the Company. The maximum number
of shares that can be reserved for issuance under the option plan is 6.0 million shares. The number of unoptioned shares
available to be reserved at December 31, 2008 was 1.1 million [2007 - 0.9 million]. All options granted are for a term of
seven years from the grant date except for the options granted prior to December 2003, which were for a term of 10 years
from the grant date. Options issued generally vest 20% on the date of the grant and 20% on each subsequent December
31 thereafter. All options allow the holder to purchase Class A Subordinate Voting Shares at a price equal to or greater
than the closing market price of such shares on the date prior to the date of the grant.

The following is a continuity schedule of options outstanding [number of options in the table below are expressed in
whole numbers]:

Options outstanding

Weighted

average Number

Number exercise of options

of options price exercisable

Outstanding at December 31, 2005 4,600,039 Cdn$75.46 4,116,104
Granted 115,000 87.80 —
Exercised (587,909) 62.70 (587,909)
Cancelled (39,881) 94.71 (30,530)
Vested — — 313,671
Outstanding at December 31, 2006 4,087,249 Cdn$77.45 3,811,336
Granted 55,000 90.81 —
Exercised (825,174) 63.20 (825,174)
Cancelled (374,872) 69.86 (366,041)
Vested — — 292,756
Outstanding at December 31, 2007 2,942,203 Cdn$82.66 2,912,877
Granted 10,000 55.13 —
Exercised (1,613) 55.00 (1,613)
Cancelled (204,445) 90.36 (204,445)
Vested — — 17,326
Outstanding at December 31, 2008 2,746,145 Cdn$82.01 2,724,145

On February 26, 2009, the Company granted options to acquire 1,075,000 Class A Subordinate Voting Shares each with
an exercise price of Cdn$33.09 [being the closing price of the Class A Subordinate Voting Shares on the Toronto Stock
Exchange ["TSX"] on such date].

At December 31, 2008, the outstanding options consist of [number of options in the table below are expressed in whole

numbers]:
Options outstanding

Remaining Number
Number contractual of options
Exercise price [Cdn$] of options life [years] exercisable
$25 to $45 5,000 7.0 1,000
$45 to $55 613,897 2.3 613,897
$55 to $65 255,200 0.9 255,200
$65 to $75 69,253 3.7 66,253
$75 to $85 236,664 3.6 235,664
$85 to $95 186,195 3.7 181,195
$95 to $105 1,122,500 3.3 1,113,500
$105to $115 240,000 4.9 240,000
Over $115 17,436 3.5 17,436
2,746,145 2,724,145
Weighted average exercise price $ 82.01 $ 82.02
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The weighted average assumptions used in measuring the fair value of stock options granted or modified and the
compensation expense recorded in selling, general and administrative expenses are as follows:

2008 2007 2006
Risk-free interest rate 2.71% 4.33% 3.99%
Expected dividend yield 2.02% 1.14% 2.05%
Expected volatility 27% 22% 23%
Expected time until exercise 4 years 4 years 4 years
Weighted average fair value of options
granted or modified in year (Cdn$) $ 10.76 $ 19.50 $ 14.89
Compensation expense recorded in selling,
general and administrative expense $ - $ 4 $ 5

Long-term retention program

The Company has awarded to certain executives an entitlement to Class A Subordinate Voting Shares in the form of
restricted stock. Such shares become available to the executives, subject to acceleration on death or disability, after an
approximate fouryear holding period, provided certain conditions are met, and are to be released in equal amounts over
a 10-year period, subject to forfeiture under certain circumstances. The stock that has not been released to the executives
is reflected as a reduction in the stated value of the Company’s Class A Subordinate Voting Shares.

Information about the Company's long-term retention program is as follows:

2008 2007 2006
Class A Subordinate Voting Shares awarded and not released 780,609 893,541 958,688
Reduction in stated value of Class A Subordinate Voting Shares $ 51 $ 55 $ 57
Compensation expense recorded in selling,
general and administrative expense $ 12 $ 17 $ 7
Unamortized compensation expense recorded as a reduction
of shareholders’ equity $ 36 $ 36 $ 42

Restricted stock unit program

In a number of different circumstances, the Company has awarded restricted stock units ["RSUs"] to certain executives
and other employees as part of the Company’s compensation program. These RSUs are notional units, each of which is
equivalent to one Magna Class A Subordinate Voting Share. In most cases, the RSUs are redeemable solely at the
Company's option, either by delivery of the specified number of Class A Subordinate Voting Shares or the cash value on
the redemption date [based on the 20-day weighted average trading price]. Redemption of the RSUs generally occurs on
December 15 of the second year after the date of grant, subject to earlier redemption or cancellation in specified
circumstances. In some cases, RSUs are subject to vesting and other conditions and quarterly dividend equivalents are
paid to the grantees.

CAPITAL STOCK

[al

At December 31, 2008, the Company’s authorized, issued and outstanding capital stock is as follows:
Preference shares - issuable in series -

The Company's authorized capital stock includes 99,760,000 preference shares, issuable in series. None of these shares
are currently issued or outstanding.

Magna International Inc. 2008 Annual Report - Financial Statements
64



(o]

[c]

Class A Subordinate Voting Shares and Class B Shares —
Class A Subordinate Voting Shares without par value [unlimited amount authorized] have the following attributes:

[il Each share is entitled to one vote per share at all meetings of shareholders.
liil Each share shall participate equally as to dividends with each Class B Share.

Class B Shares without par value [authorized - 776,961] have the following attributes:

[il Each share is entitled to 300 votes per share at all meetings of shareholders.
lil Each share shall participate equally as to dividends with each Class A Subordinate Voting Share.
lii] Each share may be converted at any time into a fully-paid Class A Subordinate Voting Share on a one-for-one basis.

In the event that either the Class A Subordinate Voting Shares or the Class B Shares are subdivided or consolidated, the
other class shall be similarly changed to preserve the relative position of each class.

On November 3, 2008, the TSX accepted the Company'’s Notice of Intention to Make a Normal Course Issuer Bid relating
to the purchase for cancellation and/or for purposes of the Company’s long-term retention [restricted stock], RSU and
similar programs, of up to 11,000,000 Magna Class A Subordinate Voting Shares of the Company [the “Bid"], representing
approximately 9.9% of the public float of such shares. The Bid commenced on November 12, 2008, following the expiry
of its prior bid on November 11, 2008, and will terminate one year later. All purchases of Class A Subordinate Voting
Shares are made at the market price at the time of purchase in accordance with the rules and policies of the TSX and Rule
10b-18 under the U.S. Securities Exchange Act of 1934.

Changes in the Class A Subordinate Voting Shares and Class B Shares consist of the following [number of shares in the
following table are expressed in whole numbers]:

Class A
Subordinate Voting Class B
Number of Stated Number of Stated
shares value shares value
Issued and outstanding at December 31, 2005 108,184,395 $ 2,470 1,093,983 $ —
Issued under the Incentive Stock Option Plan 587,909 40
Issued under the DRIP [i] 14,033 1
Repurchase for restricted stock program — (6)
Conversion of Class B Shares to
Class A Subordinate Voting Shares 1,050 — (1,050) —
Issued and outstanding at December 31, 2006 108,787,387 2,505 1,092,933 —
Issued for cash under the Arrangement [il 20,000,000 1,531
Repurchase and cancellation under the
Substantial Issuer Bid [iil  (11,902,654) (280)
Conversion of Class B Shares into Class A
Subordinate Voting Shares [ii] 148,704 — (148,704) —
Repurchase and cancellation [ii] — — (217,400) —
Issued under the Incentive Stock Option Plan 523,810 33
Issued under Stock Appreciation rights [iii] 301,364 11
Release of restricted stock — 10
Issued under the DRIP [i] 7,126 —
Repurchase for restricted stock and
RSU programs [iv] — (20)
Repurchase and cancellation under
normal course issuer bid livl  (2,521,553) (82)
Issued and outstanding at December 31, 2007 115,344,184 3,708 726,829 —
Release of restricted stock — 10
Issued under the RSU programs [iv] — 5
Issued under the DRIP [i] 27,992 2
Issued under the Incentive Stock Option Plan 1,613 —
Repurchase for restricted stock and
RSU programs [iv] — (2)
Repurchased — (4)
Repurchase and cancellation under
normal course issuer bid livl  (3,494,730) (114)
Issued and outstanding at December 31, 2008 111,879,059 $ 3,605 726,829 $ —
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The Company has a Dividend Reinvestment Plan [“DRIP"”] whereby shareholders have the option to receive their
dividends in the form of Class A Subordinate Voting Shares in lieu of cash.

During 2007, following approval by Magna's Class A Subordinate Voting and Class B Shareholders, the Company
completed the court-approved plan of arrangement [the “Arrangement”] whereby OJSC Russian Machines [“Russian
Machines"], a wholly-owned subsidiary of Basic Element Limited [“Basic Element”], made an investment in Magna.

In accordance with the Arrangement:

[al Russian Machines invested $1.531 billion [net of issue costs of $6 million] to indirectly acquire 20 million Class
A Subordinate Voting Shares of Magna from treasury.

[b] The Company purchased 217400 Class B Shares for cancellation, representing all the outstanding Class B
Shares, other than those indirectly controlled by the Stronach Trust, for approximately $24 million, and the number
of votes per Class B Share was reduced from 500 votes to 300 votes. The excess cash paid over the book value
of the Class B Shares repurchased of $24 million was charged to retained earnings.

[c] The Stronach Trust and certain members of the Company’s executive management combined their respective
shareholdings in Magna [in the case of executive management, a portion of their shareholdings], together with
the 20 million Class A Subordinate Voting Shares issued as part of the Arrangement, into M Unicar Inc., a new
Canadian holding company.

Prior to completion of the Arrangement, Magna caused the conversion of 148,704 Class B Shares held by the MIC
Trust and 865714 Ontario Inc., a wholly-owned subsidiary of Magna, into Class A Subordinate Voting Shares.

On September 25, 2007 the Company also completed a Substantial Issuer Bid pursuant to which it purchased for
cancellation 11.9 million Class A Subordinate Voting Shares for an aggregate purchase price of approximately $1.1
billion [including $2 million of costs relating to the transaction]. The excess paid over the book value of the Class A
Subordinate Voting Shares repurchased of $655 million was charged to retained earnings.

On October 3, 2008, Russian Machines' participation in the Arrangement terminated. As a result, Russian Machines
no longer has any interest in the 20 million Class A Subordinate Voting Shares or any interest in M Unicar Inc.

On June 29, 2007 following approval by the Company's Corporate Governance and Compensation Committee and
in accordance with the Amended and Restated Incentive Stock Option Plan, the Company granted stock appreciation
rights [“SARs"] to the Company’s Chairman, Mr. Stronach, and an associated company, Stronach & Co., in respect
of 648,475 previously granted and unexercised stock options.

Simultaneously, all such SARs were exercised and all of the previously granted and unexercised stock options were
surrendered and cancelled. On exercise of the SARs, Stronach & Co. and Mr. Stronach received 301,364 Magna
Class A Subordinate Voting Shares, representing an amount equal to the difference between the aggregate fair
market value of the shares covered by the surrendered options and the aggregate exercise price of such surrendered
options. Fair market value was determined based on the weighted average closing price of the Company’s Class A
Subordinate Voting Shares on the TSX or New York Stock Exchange [based on the surrendered options’ currency] for
the five consecutive trading days ending on the trading day immediately prior to the date of exercise.

During 2008, the Company purchased for cancellation 3.5 million [2007 - 2.5 million] Magna Class A Subordinate
Voting Shares under normal course issuer bids for cash consideration of $245 million [2007 - $207 million]. The excess
of the cash paid over the book value of the Class A Subordinate Voting Shares repurchased of $98 million [2007 - $100
million] was charged to retained earnings.

The Company also purchased 32,652 Magna Class A Subordinate Voting Shares [2007 - 234,214] for aggregate cash
consideration of $2 million [2007 - $20 million]. A portion of these shares were awarded to certain executives under
the restricted stock program and a portion of these shares are being held in trust for purposes of the Company’s RSU
program and are reflected as a reduction in the stated value of the Company’s Class A Subordinate Voting Shares.
During 2008, the Company issued 49,604 Magna Class A Subordinate Voting Shares from the trust to settle amounts
owing under the Company's RSU program.
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[d] The following table presents the maximum number of shares that would be outstanding if all the dilutive instruments

outstanding at March 5, 2009 were exercised or converted:

Class A Subordinate Voting and Class B Shares 112,605,888
6.5% Convertible Subordinated Debentures 1,096,589
Stock options [note 16] 3,820,265

117,522,742

The above amounts include shares issuable if the holders of the 6.5% Convertible Subordinated Debentures exercise their
conversion option but exclude Class A Subordinate Voting Shares issuable, only at the Company’s option, to settle interest
and principal related to the 6.5% Convertible Subordinated Debentures. The number of Class A Subordinate Voting Shares
issuable at the Company's option is dependent on the trading price of the Class A Subordinate Voting Shares at the time

the Company elects to settle the 6.5% Convertible Subordinated Debenture interest and principal with shares.

The above amounts also exclude Class A Subordinate Voting Shares issuable, only at the Company's option, to settle the
7.08% Subordinated Debentures on redemption or maturity. The number of shares issuable is dependent on the trading

price of Class A Subordinate Voting Shares at redemption or maturity of the 7.08% Subordinated Debentures.

CONTRIBUTED SURPLUS

Contributed surplus consists of accumulated stock option compensation expense less the fair value of options at the grant
date that have been exercised and credited to Class A Subordinate Voting Shares, the accumulated restricted stock
compensation expense and the value of the holders’ conversion option on the 6.5% Convertible Subordinated Debentures.

The following is a continuity schedule of contributed surplus:

2008 2007 2006
Stock-based compensation
Balance, beginning of year $ 55 $ 62 $ 62
Stock-based compensation expense 19 18 12
Exercise of options — (4) (12)
Release of restricted stock (10) (10) —
Exercise of stock appreciation rights - (11) —
Balance, end of year 64 55 62
Holders' conversion option [note 14] 3 3 3
$ 67 $ 58 $ 65
ACCUMULATED OTHER COMPREHENSIVE INCOME
The following is a continuity schedule of accumulated other comprehensive income:
2008 2007 2006
Accumulated net unrealized gains on translation
of net investment in foreign operations
Balance, beginning of year $ 1,360 $ 814 $ 621
Net unrealized (losses) gains on translation of net
investment in foreign operations (765) 753 193
Reclassification of gain on translation of net
investment in foreign operations to net income [al (116) (26) —
Repurchase of shares [note 17] (32) (181) —
Balance, end of year 447 1,360 814
Accumulated net unrealized loss on cash flow hedges [b]
Balance, beginning of year (10) — —
Net unrealized losses on cash flow hedges (102) (8) —
Reclassification of net (gains) losses on cash flow
hedges to net income (1) 1 —
Adjustment for change in accounting policy - (3) —
Balance, end of year (113) (10) —
Total accumulated other comprehensive income $ 334 $ 1,350 $ 814

Magna International Inc. 2008 Annual Report - Financial Statements
67



20.

21.

[a] Inthe normal course of business, the Company reviews its cash investment strategies, including where such funds are
invested. As a result of these reviews, the Company repatriated funds from Europe and as a result recorded foreign
currency gains in selling, general and administrative expense of $116 million [2007 - $26 million].

[b] The amount of income tax benefit that has been netted in the amounts above is as follows:

2008 2007 2006
Balance, beginning of year $ 4 $ — $ —
Net unrealized losses on cash flow hedges 42 3 —
Reclassification of net gains on cash flow hedges to net income 2 — —
Adjustment for change in accounting policy - 1 —
Balance, end of year $ 48 $ 4 $ —

The amount of other comprehensive loss that is expected to be reclassified to net income over the next 12 months is $90
million [net of income tax benefit of $27 million].

CAPITAL DISCLOSURES

The Company manages capital in order to ensure it has adequate borrowing capacity and financial structure to allow financial
flexibility and to provide an adequate return to shareholders. In order to maintain or adjust the capital structure, the Company
may adjust the amount of dividends paid to shareholders, issue new shares, purchase shares for cancellation or increase or
decrease the amount of debt outstanding.

The Company monitors capital using the ratio of debt to total capitalization. Debt includes bank indebtedness and long-term
debt as shown in the consolidated balance sheets. Total capitalization includes debt and all components of shareholders’
equity.

The Company's capitalization and debt to total capitalization is as follows:

2008 2007

Liabilities
Bank indebtedness $ 909 $ 89
Long-term debt due within one year 157 374
Long-term debt 143 337
1,209 800
Shareholders’ equity 7,363 8,642
Total capitalization $ 8,572 $ 9,442
Debt to total capitalization 14.1% 8.5%

FINANCIAL INSTRUMENTS

[a] Foreign exchange contracts

At December 31, 2008, the Company had outstanding foreign exchange forward contracts representing commitments to
buy and sell various foreign currencies. Canadian and U.S. dollars contracts represent the significant commitments as follows:

For Canadian dollars For U.S. dollars For GBP

U.S. Weighted Weighted Weighted Weighted
Buy dollar average Euro average Peso average Euro average
(Sell)  amount rate amount rate amount rate amount rate
2009 249 1.1592 89 1.6827 883 0.0797 34 0.8485
2009 (541) 1.0959 (209) 1.6295 (390) 0.0757 (82) 0.7489
2010 68 1.0919 — — 571 0.0777 13 0.7912
2010 (148) 1.0879 (27) 1.6083 — — (72) 0.7590
2011 12 0.9880 — — 145 0.0714 4 0.8099
2011 (61) 1.0182 (11) 1.4791 — — (54) 0.7801
2012 — — — — — — (35) 0.7946

(421) (158) 1,209 (192)

Magna International Inc. 2008 Annual Report - Financial Statements
68



[b]

[c]

[d]

Based on forward foreign exchange rates as at December 31, 2008 for contracts with similar remaining terms to maturity,
the gains and losses relating to the Company's foreign exchange forward contracts recognized in other comprehensive
income are approximately $49 million and $203 million, respectively [note 19].

The Company does not enter into foreign exchange forward contracts for speculative purposes.

Natural gas swap contracts

The Company uses natural gas swap contracts to manage the cash flow risk of a portion of its forecasted natural gas
purchases in Canada and the United States over the period to December 2012. Swaps outstanding at December 31, 2008
have a total volume of 2.4 million Gigajoule [“GJ "] with a fixed price range of between $7.58 per GJ and $9.10 per GJ for
Canada and a total volume of 2.8 million MMBTU [“Million British Thermal Units”] with a fixed price range of between
$6.89 per MMBTU and $8.97 per MMBTU for the United States. The unrecognized losses on these natural gas swap
contracts at December 31, 2008 was $7 million.

The Company does not enter into natural gas swap contracts for speculative purposes.

Financial assets and liabilities

The Company'’s financial assets and liabilities consist of the following:

2008 2007
Held-fortrading
Cash and cash equivalents $ 2,757 $ 2,954
Held-to-maturity investments
Investment in ABCP $ 64 $ 121
Severance investments 9 10
$ 73 $ 131
Loans and receivables
Accounts receivable $ 2,821 $ 3,981
Long-term receivables included in other assets 67 128
Income taxes receivable 1 —

$ 2,899 $ 4,109

Other financial liabilities

Bank indebtedness $ 909 $ 89
Long-term debt (including portion due within one year) 300 711
Accounts payable 2,744 3,492
Accrued salaries and wages 448 544
Other accrued liabilities 835 91
Income taxes payable - 248

$ 5,236 $ 5,995

Fair value

The Company determined the estimated fair values of its financial instruments based on valuation methodologies it
believes are appropriate; however, considerable judgment is required to develop these estimates. Accordingly, these
estimated fair values are not necessarily indicative of the amounts the Company could realize in a current market
exchange. The estimated fair value amounts can be materially affected by the use of different assumptions or
methodologies. The methods and assumptions used to estimate the fair value of financial instruments are described
below:

Cash and cash equivalents, bank indebtedness, accounts payable, accrued salaries and wages, other accrued liabilities
and income taxes receivable.

Due to the short period to maturity of the instruments, the carrying values as presented in the consolidated balance
sheets are reasonable estimates of fair values.
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Investments

Fair value information is not readily determinable for the Company'’s investment in ABCP At December 31, 2008, the
Company adjusted the carrying value of its investment in ABCP to its estimated fair value [note 8].

In addition, fair value information is not readily available for the Company’s investment in equity accounted investees.
However, management believes the market value to be in excess of the carrying value of these investments.

Term debt

The Company'’s term debt includes $157 million due within one year. Due to the short period to maturity of this debt, the
carrying value as presented in the consolidated balance sheets is a reasonable estimate of its fair value. The fair value of
the Company'’s long-term debt, based on current rates for debt with similar terms and maturities, is not materially different
from its carrying value.

Credit risk

The Company's financial assets that are exposed to credit risk consist primarily of cash and cash equivalents, accounts
receivable, held-to-maturity investments and foreign exchange forward contracts with positive fair values.

The Company's held-to-maturity investments include an investment in ABCP [note 8]. Given the continuing uncertainties
regarding the value of the underlying assets, the amount and timing of cash flows and the risk of collateral calls in the
event that spreads widened considerably, the Company could be exposed to further losses on its investment.

Cash and cash equivalents, which consist of short-term investments, are only invested in governments, bank term
deposits and bank commercial paper with an investment grade credit rating. Credit risk is further reduced by limiting the
amount which is invested in certain governments or any major financial institution.

In the normal course of business, the Company is exposed to credit risk from its customers, substantially all of which are
in the automotive industry. These accounts receivable are subject to normal industry credit risks. However, in North
America, sales to the Company's three largest customers [the “Detroit 3"] represented 47% of the Company'’s total
sales. The Detroit 3 are rated as below investment grade by credit rating agencies and General Motors and Chrysler are
currently receiving funding from the United States government in order to remain solvent. The inability of these customers
to satisfy their financial obligations to the Company and the potential for these customers to seek protection from their
creditors represent material credit risks to the Company. On February 20, 2009, Saab filed for court supervised
reorganization. As at March 5, 2009, the Company does not have a material credit risk to overdue accounts receivable from
Saab since outstanding receivables continue to be paid when due.

For the year ended December 31, 2008, sales to the Company’'s five largest customers (including the Detroit 3)
represented 76% of total sales, and substantially all of the Company’s sales are to customers in which the Company has
ongoing contractual relationships. Due to the nature of these business relationships and the level of integration the
Company has with its customers, the Company’s exposure to overdue accounts receivable does not represent a material
credit risk to the Company.

Interest rate risk

The Company is not exposed to significant interest rate risk due to the short-term maturity of its monetary current assets
and current liabilities. In particular, the amount of interest income earned on its cash and cash equivalents is impacted more
by the investment decisions made and the demands to have available cash on hand, than by movements in the interest
rates over a given period.

In addition, the Company is not exposed to interest rate risk on its long-term debt instruments as the interest rates on
these instruments are fixed.
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INTERESTS IN JOINTLY CONTROLLED ENTITIES

The following is the Company’s combined proportionate share of the major components of the financial statements of the
jointly controlled entities in which the Company has an interest [before eliminations]:

Balance Sheets

2008 2007

Current assets $ 203 $ 275
Long-term assets $ 60 $ 72
Current liabilities $ 81 $ 151
Long-term liabilities $ 44 $ 44
Statements of Income

2008 2007 2006
Sales $ 757 $ 831 $ 732
Cost of goods sold, expenses and income taxes 618 712 651
Net income $ 139 $ 119 $ 81
Statements of Cash Flows

2008 2007 2006
Cash provided from (used for):
Operating activities $ 134 $ 146 $ 115
Investment activities $ (7) $ (26) $ (9)
Financing activities $ (126) $ (95) $ (107)

The Company'’s share of equity in the jointly controlled entities includes undistributed earnings of $104 million [2007 - $108
million].

TRANSACTIONS WITH RELATED PARTIES

Mr. Frank Stronach and Ms. Belinda Stronach, Magna’s Chairman and Executive Vice-Chairman, respectively, together with
two other members of the Stronach family, are trustees and members of the class of potential beneficiaries of the Stronach
Trust. The Stronach Trust indirectly holds shares which represent an 89% voting interest in M Unicar Inc., which controls
Magna through the right to direct the votes attaching to 100% of Magna's Class B Shares and approximately 0.5% of Magna's
Class A Subordinate Voting Shares. The Stronach Trust controls MID and therefore MEC, through the right to direct the votes
attaching to 66% of MID’s Class B Shares. Various land and buildings used in Magna's operations are leased from MID under
operating lease agreements, which are effected on normal commercial terms [note 74]. Lease expense included in the
consolidated statements of income and comprehensive (loss) income with respect to MID for the year ended December 31,
2008 was $156 million [2007 - $159 million; 2006 - $153 million]. Included in accounts payable are trade amounts owing to
MID and its subsidiaries of $0.4 million [2007 - $1 million]. Included in accounts receivable are amounts owed from MEC of
$0.6 million [2007 - $2.8 million].

During the first quarter of 2009, the Company entered into an agreement to purchase approximately 100 acres of real estate
located in Oberwaltersdorf, Austria from MEC for approximately $5.7 million [€4.6 million]. The closing of the transaction is
expected to occur during the second quarter of 2009 following the satisfaction of customary closing conditions, including
obtaining all necessary regulatory approvals. The transaction was reviewed by the Corporate Governance and Compensation
Committee and approved by the independent members of Magna's Board of Directors following the unanimous
recommendation of the Corporate Governance and Compensation Committee.

During the fourth quarter of 2007, the Company entered into an agreement to purchase 225 acres of real estate located in
Austria from MEC for $29 million [€20 million]. The transaction closed during the first quarter of 2008 following the satisfaction
of customary closing conditions, including obtaining all necessary regulatory approvals.
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On March 31, 2006, the Company purchased a real estate property located in the United States from MEC for a total purchase
price of $6 million.

Prior to the Company's acquisitions of the Magna Golf Club and Fontana Golf and Sports Club from MEC [note 6], the Company
had agreements with MEC for the use of the golf courses and clubhouse meeting, dining and other facilities. The expense
included in the consolidated statements of income and comprehensive (loss) income with respect to these agreements for
the year ended December 31, 2006 was $6 million.

The Company has agreements with affiliates of the Chairman of the Board for the provision of business development and
consulting services. In addition, the Company has an agreement with the Chairman of the Board for the provision of business
development and other services. The aggregate amount expensed under these agreements with respect to the year ended
December 31, 2008 was $10 million [2007 - $40 million; 2006 - $27 million].

During the year ended December 31, 2008, trusts, which exist to make orderly purchases of the Company’s shares for
employees either for transfer to the Employee Equity and Profit Participation Program or to recipients of either bonuses or rights
to purchase such shares from the trusts, borrowed up to $35 million [2007 - $56 million; 2006 - $77 million] from the Company
to facilitate the purchase of Class A Subordinate Voting Shares. At December 31, 2008, the trusts’ indebtedness to the
Company was $24 million [2007 - $23 million].

During 2007 and 2008, the Company entered into agreements to supply products, and provide planning, management and
engineering services to companies under Basic Element's control. Sales to affiliates of Basic Element are under normal
commercial terms. Sales included in the consolidated statements of income and comprehensive (loss) income for the year
ended December 31, 2008 [to October 3, 2008] with respect to affiliates of Basic Element were $29 million [2007 - $7 million].

CONTINGENCIES

[a] In the ordinary course of business activities, the Company may be contingently liable for litigation and claims with
customers, suppliers, former employees and other parties. In addition, the Company may be, or could become, liable to
incur environmental remediation costs to bring environmental contamination levels back within acceptable legal limits. On an
ongoing basis, the Company assesses the likelihood of any adverse judgments or outcomes to these matters as well as
potential ranges of probable costs and losses.

A determination of the provision required, if any, for these contingencies is made after analysis of each individual issue.
The required provision may change in the future due to new developments in each matter or changes in approach such
as a change in settlement strategy in dealing with these matters.

[il InNovember 1997 the Company and two of its subsidiaries were sued by KS Centoco Ltd., an Ontario-based steering
wheel manufacturer in which the Company has a 23% equity interest, and by Centoco Holdings Limited, the owner
of the remaining 77% equity interest in KS Centoco Ltd. In March 1999, the plaintiffs were granted leave to make
substantial amendments to the original statement of claim in order to add several new defendants and claim additional
remedies, and in February 20086, the plaintiffs further amended their claim to add an additional remedy. The amended
statement of claim alleges, among other things:

e breach of fiduciary duty by the Company and two of its subsidiaries;

e breach by the Company of its binding letter of intent with KS Centoco Ltd., including its covenant not to have
any interest, directly or indirectly, in any entity that carries on the airbag business in North America, other than
through MST Automotive Inc., a company to be 77% owned by Magna and 23% owned by Centoco Holdings
Limited;

e the plaintiff's exclusive entitlement to certain airbag technologies in North America pursuant to an exclusive
licence agreement, together with an accounting of all revenues and profits resulting from the alleged use by the
Company, TRW Inc. [*“TRW"] and other unrelated third party automotive supplier defendants of such technology
in North America;

e a conspiracy by the Company, TRW and others to deprive KS Centoco Ltd. of the benefits of such airbag
technology in North America and to cause Centoco Holdings Limited to sell to TRW its interest in KS Centoco
Ltd. in conjunction with the Company's sale to TRW of its interest in MST Automotive GmbH and TEMIC Bayern-
Chemie Airbag GmbH; and

e oppression by the defendants.
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The plaintiffs are seeking, amongst other things, damages of approximately Cdn$3.5 billion. The Company has filed
an Amended Statement of Defence and Counterclaim. Document production, completion of undertakings and
examinations for discovery are substantially complete, although limited additional examinations for discovery may
occur. The trial is not expected to commence before 2010. The Company believes it has valid defenses to the
plaintiff's claims and therefore intends to continue to vigorously defend this case. At this time, notwithstanding the
amount of time which has transpired since the claim was filed, these legal proceedings remain at an early stage and,
accordingly, it is not possible to predict their outcome.

In certain circumstances, the Company is at risk for warranty costs including product liability and recall costs. Due to the
nature of the costs, the Company makes its best estimate of the expected future costs [note 13], however, the ultimate
amount of such costs could be materially different. The Company continues to experience increased customer pressure
to assume greater warranty responsibility. Currently, under most customer agreements, the Company only accounts for
existing or probable claims. Under certain complete vehicle engineering and assembly contracts, the Company records
an estimate of future warranty-related costs based on the terms of the specific customer agreements, and the specific
customer's warranty experience.

25. SEGMENTED INFORMATION

[a]

Magna, a leading global supplier of technologically advanced automotive systems, assemblies, modules and components,
follows a corporate policy of functional and operational decentralization. It conducts its operations through divisions, which
function as autonomous business units. As at December 31, 2008, Magna had 240 manufacturing divisions and 86 product
development, engineering and sales centres in 25 countries. Magna designs, develops and manufactures automotive
systems, assemblies, modules and components, and engineers and assembles complete vehicles, primarily for sale to
OEMs of cars and light trucks in North America, Europe, Asia, South America and Africa [ Rest of World”]. The Company’s
product capabilities span a number of major automotive areas including: the design, engineering, testing and manufacture
of automotive interior systems; seating systems; closure systems; body and chassis systems; vision systems; electronic
systems; exterior systems; powertrain systems; roof systems; as well as complete vehicle engineering and assembly.

Magna's success is directly dependent upon the levels of North American and European [and currently to a lesser extent
on Rest of World] car and light truck production by its customers. OEM production volumes in each of North America and
Europe may be impacted by a number of geographic factors, including general economic conditions, interest rates,
consumer credit availability, fuel prices and availability, infrastructure, legislative changes, environmental emission and
safety issues, and labour and/or trade relations.

Given the differences between the regions in which the Company operates, Magna's operations are segmented on a
geographic basis between North America, Europe and Rest of World. A Co-Chief Executive Officer heads management
in each of the Company’s two primary markets, North America and Europe. The role of the North American and European
management teams is to manage Magna's interests to ensure a coordinated effort across the Company'’s different product
capabilities. In addition to maintaining key customer, supplier and government contacts in their respective markets, the
regional management teams centrally manage key aspects of the Company's operations while permitting the divisions
enough flexibility through Magna's decentralized structure to foster an entrepreneurial environment.

Consistent with the above, the Company's internal financial reporting separately segments key internal operating
performance measures between North America, Europe and Rest of World for purposes of presentation to the chief
operating decision maker to assist in the assessment of operating performance, the allocation of resources, and the long-
term strategic direction and future global growth of the Company.

The accounting policies of each segment are the same as those set out under “Significant Accounting Policies” [note 1]
and intersegment sales and transfers are accounted for at fair market value.
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The following table shows certain information with respect to segment disclosures:

2008
Depreciation Fixed Fixed
Total External and asset assets,
sales sales amortization EBIT ! Goodwill additions net
North America
Canada $ 5,480 $ 5,134 $ 87 $ 682
United States 5,250 5,043 139 806
Mexico 1,840 1,649 56 374
Eliminations (653) — - -
North America 11,917 11,826 $ 535 $ (106) $ 675 282 1,862
Europe
Euroland [ii] 9,608 9,383 278 1,107
Great Britain 1,160 1,157 13 66
Other European countries 903 761 53 191
Eliminations (240) — — —
Europe 11,431 11,301 291 241 409 344 1,364
Rest of World 611 560 23 32 75 47 173
Corporate and
Other [iii], [iv] (255) 17 24 929 1 66 302
Total reportable
segments $ 23,704 $23,704 $ 873 $ 266 $ 1,160 $ 739 3,701
Current assets 7,351
Investments, goodwill
and other assets 2,137
Consolidated total assets $ 13,189
2007
Depreciation Fixed Fixed
Total External and asset assets,
sales sales amortization EBIT Goodwill additions net
North America
Canada $ 7,043 $ 6,721 $ 169 $ 1,137
United States 5,972 5,792 159 989
Mexico 1,560 1,370 59 380
Eliminations (628) — — —
North America 13,947 13,883 $ 564 $§ 6838 $§ 735 387 2,506
Europe
Euroland [ii] 10,021 9,839 200 1,126
Great Britain 1,203 1,201 20 95
Other European countries 793 689 29 136
Eliminations (195) — — —
Europe 11,822 11,729 268 359 431 249 1,357
Rest of World 504 446 19 20 71 39 152
Corporate and
Other [iii], [iv] (206) 9 21 23 — 66 292
Total reportable
segments $ 26,067 $26,067 $ 872 $ 1,090 $ 1,237 $ 741 4,307
Current assets 8,770
Investments, goodwill
and other assets 2,266
Consolidated total assets $ 15,343
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[c]

2006

Depreciation Fixed Fixed
Total External and asset assets,
sales sales amortization EBIT Goodwill additions net
North America
Canada $ 6,410 $ 6,165 $ 229 $ 1,065
United States 5,694 5,403 210 1,096
Mexico 1,644 1,493 63 368
Eliminations (540) — — —
North America 13,108 13,061 $ 491 $§ 575 § 660 502 2,529
Europe
Euroland [ii] 9,485 9,323 157 1,032
Great Britain 956 954 27 84
Other European countries 621 541 27 118
Eliminations (143) — — —
Europe 10,919 10,818 267 126 369 211 1,234
Rest of World 343 301 15 — 67 48 127
Corporate and
Other [iiil, [iv] (190) — 17 77 — 32 224
Total reportable
segments $24,180 $24,180 $ 790 $ 778 $ 1,096 $ 793 4114
Current assets 7,060
Investments, goodwill
and other assets 1,980
Consolidated total assets $ 13,154

Notes:

[il EBIT represents operating income before interest income or expense.

liil For purposes of segmentation, Euroland has been defined as those European countries that have adopted the euro

as their common currency.

lii] Included in Corporate and Other EBIT are intercompany fees charged to the automotive segments.

livl During the year ended December 31, 2008, equity income of $19 million is included in the Corporate and Other
segment [2007 - $11 million; 2006 - $13 million].

The following table aggregates external revenues by customer as follows:

2008 2007 2006
General Motors $ 5,008 $ 6,341 6,078
BMW 4,442 5,006 4,313
Ford Motor Company 3,286 3,860 3,477
Chrysler Group 2,866 3,380 3,236
Daimler AG 2,335 1,962 2,444
Other 5,767 5,618 4,632
$ 23,704 $ 26,067 24,180

The following table summarizes external revenues generated by automotive products and services:
2008 2007 2006
Exterior and interior systems $ 7,806 $ 8,112 7,438
Body systems and chassis systems 4,616 5,274 4,279
Powertrain systems 3,357 3,809 3,446
Complete vehicle assembly 3,306 4,008 4,378
Tooling, engineering and other 1,856 1,735 2,026
Vision and electronic systems 1,650 1,811 1,458
Closure systems 1,113 1,318 1,155
$ 23,704 $ 26,067 24,180
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26.

UNITED STATES GENERALLY ACCEPTED ACCOUNTING PRINCIPLES

The Company's accounting policies as reflected in these consolidated financial statements do not materially differ from U.S.
GAAP except for:

[a]

[b]

[c]

[d]

[e]

[f]

Joint ventures

The Company has certain interests in jointly controlled entities that have been proportionately consolidated in the
Company's financial statements [note 22]. For U.S. GAAP these interests would be accounted for by the equity method.
Net income, earnings per share and shareholders’ equity under U.S. GAAP are not impacted by the proportionate
consolidation of these interests in jointly controlled entities.

Financial instruments

The Company's subordinated debentures are recorded in part as debt and in part as shareholders’ equity. Under U.S.
GAAP the subordinated debentures would be recorded entirely as debt.

In-house tooling and engineering

For U.S. GAAP purposes, in-house engineering service and tooling contracts entered into prior to January 1, 2004, provided
in conjunction with subsequent assembly or production activities, were regarded as a single arrangement. The revenue
and the related cost of goods sold for these activities are recognized over the estimated life of the assembly or production
arrangement.

Stock-based compensation

Effective January 1, 2006, the Company adopted the U.S. GAAP rules contained in Statement of Financial Accounting
Standards No. 123 (revised 2004) “Share-Based Payments” [“FAS 123R"] using the modified-prospective transition
method. FAS 123R requires companies to measure and record compensation expense for stock options and other share-
based payments based on the instruments’ fair value on the grant date. The standard requires the cost of awards to be
recognized in the consolidated statement of income and comprehensive (loss) income over the vesting period. In addition,
forfeitures are required to be estimated upfront in the year an award is granted.

The Company had prospectively adopted the new Canadian GAAP recommendations related to stock-based compensation
for all options granted to employees on or after January 1, 2003. The Canadian GAAP recommendations were substantially
harmonized with the U.S. GAAP rules contained in Statement of Financial Accounting Standards No. 123, “Accounting for
Stock-Based Compensation” [“FAS 123"] as amended by Statement of Financial Accounting Standards No. 148,
"Accounting for Stock-Based Compensation — Transition and Disclosure’, which were also adopted by the Company
prospectively for all options granted on or after January 1, 2003.

For options granted prior to January 1, 2003, the Company measures compensation cost prior to January 1, 2006 under
U.S. GAAP using the intrinsic value-based method of accounting as prescribed by APB Opinion No. 25, "Accounting for
Stock Issued to Employees” for awards granted to employees and the fair value-based method of accounting as
prescribed by FAS 123 for awards granted to non-employees. The same treatment is applicable under Canadian GAAP
but only for options granted between January 1, 2002 and December 31, 2002.

Cumulative translation adjustment

Under U.S. GAAPR Statement of Financial Accounting Standards No. 52, “Foreign Currency Translation” [“FAS 52"], the
Company would only realize a gain or loss on the portion of the currency translation adjustment included as a separate
component of the net investment in a foreign operation upon a sale or complete, or substantially complete, liquidation of
the related investment. Under FAS 52, no gains or losses are recognized as a result of capital transactions, including the
payment of dividends. Under Canadian GAAR the Company is required to recognize a gain or loss equal to the appropriate
portion of the cumulative translation adjustment account when there is a reduction in the Company’'s net investment in
a foreign subsidiary resulting from capital transactions.

Accounting for uncertain tax positions

Effective January 1, 2007 the Company adopted, for U.S. GAAP purposes, FASB Interpretation - 48 “"Accounting for
Uncertainty in Income Taxes — an interpretation of FASB Statement No. 109" [“FIN 48"]. FIN 48 clarifies the accounting
for income taxes by prescribing a “more likely than not” minimum recognition threshold a tax position is required to meet
before being recognized in the financial statements and, clearly scopes income taxes out of FASB Statement - 5
"Accounting for Contingencies” [“FAS 5”]. FIN 48 also provides guidance on derecognition, measurement, classification,
interest and penalties, and disclosure. For Canadian GAAP purposes, the Company continues to use a policy consistent
with a FAS 5 approach to accounting for uncertain tax positions.
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[g]

[h]

[i]

[il

The adoption of FIN 48 was accounted for retroactively without restatement. Under FIN 48 uncertain tax positions for
which the timing of their resolution is not expected in the current year should be recognized as long-term liabilities.

Derivative instruments

On January 1, 2007 the Company adopted on a prospective basis the new Canadian GAAP recommendations related to
financial instruments and hedges. With the adoption of these new standards for Canadian GAAP purposes, the Company’s
accounting for financial instruments and hedges complies with U.S. GAAP in all material respects. Previously under
Canadian GAAR derivative financial instruments that met hedge accounting criteria were accounted for on an accrual
basis, and gains and losses on hedge contracts were accounted for as a component of the related hedged transaction.

The Company reviewed its other commercial contracts outstanding as at December 31, 2008, 2007 and 2006 in relation
to FASB Statement - 133 “"Accounting for Derivative Instruments and Hedging Activities” and determined that there are
no embedded derivatives as defined therein.

Pensions and post retirement benefits

Effective December 31, 2006, under U.S. GAAPR Statement of Financial Accounting Standards No. 158 “Employers’
Accounting for Defined Benefit Pension and Other Post Retirement Plans — an amendment of FASB Statements No. 87,
88, 106, and 123(R)" the Company is required to recognize the funded status of each defined benefit post employment
plan on the balance sheet. The aggregated under funded plans are recognized as a current liability and a non-current
liability. The current liability is the amount by which the actuarial present value of benefits included in the benefit obligation
in the next 12 months exceeds the fair value of plan assets, determined on a plan-by-plan basis.

Change in reporting currency

Effective December 31, 1998, the Company changed its reporting currency to the U.S. dollar. Under Canadian GAAR the
Company's consolidated financial statements for all periods presented through December 31, 1998 were translated from
Canadian dollars to U.S. dollars using the exchange rate in effect at December 31, 1998, whereas for U.S. GAAPR the
current rate method under FAS 52 was used.

Related party transactions
For U.S. GAAP purposes, transfers of assets between entities under common control should be valued at historical cost

or market, if lower. The difference between the carrying amount of the assets received and the consideration paid on
acquisitions from MEC [notes 6 and 23] is treated as a reduction in capital.
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[k] The following tables present net income and earnings per share information following U.S. GAAP:

2008 2007 2006
Net income under Canadian GAAP $ 71 $ 663 $ 528
Adjustments [net of related tax effects]:
In-house tooling and engineering [c] 5 7 22
Compensation expense [d] 2 — (2)
Translation gain realized on the reduction of the
net investment in a foreign subsidiary [e] (116) (26) —
Uncertain tax positions [f] (2) 2 —
Related party transactions [j] 1 2 —
Net (loss) income under U.S. GAAP (39) 648 548
Other comprehensive (loss) income:
Foreign currency translation adjustment (795) 570 193
Net unrealized losses on cash flow hedges [g] (102) (8) (16)
Reclassification of net losses on cash flow
hedges to net income (1) 1 —
Pension and post retirement benefits [h] (57) 49 (6)
Comprehensive (loss) income under U.S. GAAP $ (994) $ 1,260 $ 719
Earnings (loss) per Class A Subordinate Voting or
Class B Share under U.S. GAAP:
Basic $ (0.35) $ 5.82 $ 5.05
Diluted $ (0.35) $ 5.74 $ 4.96
Earnings (loss) per share data were computed as follows:
Basic earnings (loss) per Class A Subordinate Voting
or Class B Share
Net (loss) income under U.S. GAAP $ (39) $ 648 $ 548
Average number of Class A Subordinate Voting and
Class B Shares outstanding during the year 112.8 111.4 108.6
Basic earnings (loss) per Class A Subordinate Voting
or Class B Share $ (0.35) $ 5.82 $ 5.05

Diluted earnings (loss) per Class A Subordinate

Voting or Class B Share
Net income (loss) under U.S. GAAP $ (39) $ 648 $ 548
Adjustment [net of related tax effectl:

Interest on 6.5% Convertible Subordinated

Debentures - 6 5
$ (39) $ 654 $ 553
Average number of Class A Subordinate Voting and

Class B Shares outstanding during the year 112.8 111.4 108.6
Stock options 1.1 1.6 1.7
6.5% Convertible Subordinated Debentures — 1.1 1.1
113.9 1141 111.4

Diluted earnings (loss) per Class A Subordinate Voting
or Class B Share $ (0.35) $ 5.74 $ 4.96
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27.

the consolidated financial statements been prepared under U.S. GAAP:

[11 The following tables indicate the significant items in the consolidated balance sheets that would have been affected had

2008
Pensions
In-house Uncertain and post
Canadian  tooling and tax retirement u.s.
GAAP___engineering positions benefits Other GAAP
Fixed assets $ 3,701 $ - $ - $ - $ (38) $ 3,663
Future tax assets $ 182 $ — $ 54 $ 6 $ — $ 242
Other assets $ 601 $ - $ — $ 12 $ — $ 613
Other accrued liabilities $ 835 $ 20 $ — $ 8 $ — $ 863
Income taxes receivable $ (11) $ — $ (125) $ — $ — $ (136)
Long-term debt $ 143 $ — $ - $ — $ 4 $ 147
Other long-term liabilities $ 423 $ — $ 179 $ 65 $ — $ 667
Future tax liabilities $ 136 $ (5) $ — $ 4 $ (2) $ 133
Shareholders’ equity:
Capital stock $ 3,605 $ — $ - $ — $ 166 $ 3,771
Contributed surplus 67 - - - (44) 23
Retained earnings 3,357 (14) - - (58) 3,285
Accumulated other
comprehensive income 334 (1) - (59) (104) 170
Shareholders’ equity $ 7,363 $ (15) $ - $ (59) $ (40) $ 7,249
2007
Pensions
In-house Uncertain and post
Canadian tooling and tax retirement u.S.
GAAP  engineering positions benefits Other GAAP
Fixed assets $ 4,307 $ — $ — $ — $ (41) $ 4,266
Future tax assets $ 280 $ — $ 13 $ 5 $ — $ 298
Other assets $ 469 $ — $ — $ 18 $ — $ 487
Other accrued liabilities $ 911 $ 26 $ — $ 8 $ — $ 945
Income taxes receivable $ 248 $ — $ (160) $ — $ — $ 88
Long-term debt $ 337 $ — $ — $ — $ 4 $ 341
Other long-term liabilities $ 394 $ — $ 171 $ 11 $ — $ 576
Future tax liabilities $ 252 $ (6) $ — $ 6 $ 2) $ 250
Shareholders’ equity:
Capital stock $ 3,708 $ — $ — $ — $ 166 $ 3,874
Contributed surplus 58 — — — (42) 16
Retained earnings 3,526 (19) 2 — b5 3,564
Accumulated other
comprehensive income 1,350 (1) — (2) (222) 1,125
Shareholders’ equity $ 8,642 $ (20) $ 2 $ (2) $ (43) $ 8,579

COMPARATIVE FIGURES
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MAGNA INTERNATIONAL INC.

Supplementary Financial and Share Information

FINANCIAL SUMMARY

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

(unaudited)

Years ended December 31,

2008 2007 2006 2005 2004 2003 2002 2001 2000 1999
Total sales 23,704 26,067 24,180 22,811 20,653 15,345 12,422 10,507 10,099 9,260
Depreciation and amortization 873 872 790 711 598 506 423 399 372 332
Net income from continuing operations 71 663 528 639 676 567 556 511 548 384
Net income 71 663 528 639 676 500 540 515 551 388
Diluted EPS from continuing operations 0.62 5.86 4.78 5.90 6.95 5.89 6.23 6.05 6.46 461
Diluted EPS 0.62 5.86 4.78 5.90 6.95 5.19 6.06 6.09 6.44 4.65
Average number of shares outstanding 112.8 111.4 108.6 106.7 96.7 95.9 88.7 80.1 78.5 78.5
Cash dividends paid per share 1.26 1.15 1.62 1.62 1.48 1.36 1.36 1.36 1.24 1.11
Cash flow from operations 1,054 1,593 1,596 1,698 1,381 1,184 1,404 934 626 667
Capital expenditures 739 741 793 848 859 801 833 486 645 850
Working capital 2,258 3,112 2,277 2,215 2,183 1,937 1,433 1,314 1,056 665
Fixed assets, net 3,701 4,307 4,114 4,124 3,967 3,313 3,676 3,020 3,020 2,931
Total assets 13,189 15,343 13,154 12,321 11,615 9,871 8,910 6,939 6,633 6,273
Long-term debt 143 337 605 700 984 766 608 945 1,338 1,369
Shareholders' equity 7,363 8,642 7,157 6,565 5,335 4,533 5,095 3,829 3,264 3,006
Long-term debt to equity ratio 0.02:1 0.04:1 0.08:1 0.11:1 0.18:1 0.17:1 0.12:1 0.25:1 0.41:1 0.46:1
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Share Information

The Class A Subordinate Voting Shares (“Class A Shares”) are listed and traded in Canada on the Toronto Stock Exchange (“TSX")
and in the United States on the New York Stock Exchange (“NYSE"). As of February 28, 2009 there were 1,850 registered holders
of Class A Shares.

Distribution of Shares held by Registered Shareholders

Class A
Canada 83.7%
United States 16.1%
Other 0.2%

Dividends

Dividends on the Magna Class A Subordinate Voting and Class B Shares for 2008 were paid on each of March 19, June 16, September 15
and December 15, 2008 at the rate of U.S. $0.36, $0.36, $0.36 and $0.18, respectively. These dividends have been designated as
“eligible dividends” for purposes of subsection 89(1) of the Income Tax Act (Canada) and, accordingly, are eligible for an enhanced
tax credit. Additional details are found on Magna’s website (www.magna.com), under “Investors — Dividends & Interest”.

Price Range of Shares

The following table sets forth, for the years indicated, the high and low sale prices and volumes of Class A Shares traded in each case
as reported by the TSX and NYSE, respectively.

Class A (TSX) (Cdn$)

Year ended December 31, 2008 Year ended December 31, 2007
Quarter Volume High Low Volume High Low
1st 21,341,645 82.00 67.51 15,756,841 95.08 83.50
2nd 16,156,002 81.66 59.89 20,392,578 100.21 85.32
3rd 18,028,074 67.52 52.77 21,855,686 102.00 81.75
4th 28,261,420 54.88 29.13 21,384,566 97.15 78.10
Class A (NYSE) (U.S.$)

Year ended December 31, 2008 Year ended December 31, 2007
Quarter Volume High Low Volume High Low
1st 13,110,000 81.96 69.08 22,434,100 81.56 71.13
2nd 11,218,700 80.05 59.05 24,215,100 94.12 74.05
3rd 23,793,270 64.80 51.11 18,436,300 98.37 78.23
4th 45,386,511 50.75 22.85 13,492,700 99.37 77.58
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