Magellan “ Management asserts” A340 quantities — PwC para 8.72/8.76 — untruthful/ industry PwC logic+maths wrong etc

Added 31 January 2011: When people in the “accounting profession” are asked to talk about their independence,
objectivity and professional scepticism they tend to comment as follows.......

Auditor Scepticism : September 2010 Extract from PwC written evidence to the House of Lords Economic Affairs Committee — at

para24d A Prof essional sceptici sm i $tisflefinnddreaudéeingtstanbards as “anvditiude thatu di t or s
includes a questioning mind, being alert to conditions which may indicate possible misstatement due to error or fracritjcaid a
assessment of audit evidericend at para 25 “It is the job of the auditor, as established by internationally agreed auditing
standards,toc hal | enge management ds assertions and ensure that they
supportable and capable of independent verification. It is not the auditorods job to devel
persuade management to adopt them in preference to theirs. ©

That has not been my experience with PwC asyouwillread here. t 4/ LJ- NIy ®T H thét thXifeetnal repoftalsd & 2 F Yy 2
makes reference to the requirement for repairs in its conclusion and not explicitly to the need for spares or replacement units.

Management acknowledges the unpredictability of repair work and has appropriately chosen not to consider repairs in its EAC

analysis. Management believes that given the estimated life of the exhaust system there will be a combination of spare units and

repair work. Further management asserts that the requirement for spare units will support and exceed the total number of units

t 6/ LI NPwC @bdervation: Based on third party information presented above and on management information obtained
the delivery of a combination of production units and spare units totalling at least 1285 units over the life of the programme
ending FY21 is not unreasonable€. . full PwCtext reproduced below.

MAC President an@EO Mr Neithanagementssertionto PwC in 2007 anldisoral evidence on 27 July 2089page 8

Final Draft Investigation Report into Areas of Concermn Raised
by Mr Brian Little
May 2007 MAC: Aeronca - Airbus A340 non-recurring costs

B. 73 While the MIAC’'s EAC projects production and deliveries to FY2012, other MAC-prepared volume
projections show continued deliveries through until FY2021, which would provide MAC with a
more realistic 20-year period over which to amortise the NRC for the A340 programme, given that
deliveries commenced in FY2001

8.74 Assuming a maximum 20-year amortisation period for the A340 programme and the 8-year
average useful life of exhaust system units would imply the following:

=2 Production units delivered between FY2001 and FY2012 would need to be replaced or
——
repaired twice by FY2021_

(b) Production units delivered in FY2013 would need to be replaced or repaired once prior
to FY2021.

(c) Production units delivered in FY2014 and thereafter would not need to be replaced or
repaired prior to FY2021.

B.75 The table below summarises the implication of the above assumptions and indicates that 1,572
exhaust system units would need to be replaced or repaired by FY2021.

Time Period Production Units (Source Data) Units to Replace or Repair
by FY2021
FY2001 - FY2006 414 (Aeronca) 828
FY2007 - FY2012 348 (F1 April 2007 Report) 696
FYy2013 a8 (F1 April 2007 Report) as
FY2014 - FY2016 72 (F1 April 2007 Report) -
Total 882 1,572
Note: Table prepared by PwC based on the Q4 FY2006 EAC provided by Aeronca and information obtained
from Forecast International
8.76 In order to achieve MAC’'s EAC projections, only 365 replacement (i.e., spare) exhaust system

units would need to be delivered. This is far below the expected demand of 1,572 spare and
repair units, as set out in paragraph 1.63 above.

8o MAC’ s practice of including spare units in the total volume estimation within An EAC calculation is
evident in its accounting treatment applied on other programmes.

8.78 PwC Observation: Based on_ third party information presented above and on management

information obtained'. the delivery of a combination of production units and spare units totalling al

least 1,285 units over the life of the programme ending FY21 is not unreasonable.

Priv and C oz

Added 31 January 2011 quote - UK Financial Reporting Council /FRC/Audit Practices Board — “Audit is essential to public and

investor confidence in companies... The application of an appropriate degree of professional scepticism is a crucial skill for

auditors. Unless auditors are prepared to challengema n a g e me n t 6 they wil rooteat a d detenreice to fraud nor be

abletoconfirm,wi t h confi dence, that a companyds financial statement :
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PwC para 8.72/8.76 — untruthful/ industry PwC logic+maths wrong see below
Now consider these cumulative five points / evidence -

Point 1 ; PwC basic mathematics errors :

Firstly, using an erroneous 8 year product life (see Points 3-5 below), you can read that PwC in para 8.74 (a) state that
“Production units delivered between FY2001 and FY2012 would need to be replaced or repaired twice by FY2021”.
Then in the table at 8.75 they multiply x 2 those units between FY2006 and FY2012 on that basis. What is self evident,
if one accepts an 8 year cycle prior to repair/replacement then the original installation of A340 exhaust system units
will only require a single repair <and if the unit is beyond Economic Repair (BER) a spare replacement> by FY2021.

Secondly, based on the MAC/PwC assumptions the first period should have been for FY2001 ¢ FY2005 (not FY2006)
during which time 74 A340-500/600 (or 296 units x 2) entered flying service as per internet etc., whilst succeeding

years from FY2006 to FY2013 ought to have shown only one repair/replacement by FY2021 (not the PwC multiplication X 2).
{Theeoutoffour 15yea2 f R &G dzZRSy & Ay Y& 6AFSQa YIGKa Of I & aftervehding thdt pagetofthed OK2 2 |
PwC reporin a few minutes, as we had also noted on 24 June 880@ceipt of the final draft repognd | addressed throughNJ b SAf f Q& 2 NJ
evidence on 27 July 2009 at64.As oy S G SSyF ASNE (2 LI NI} LIKNI} 4S5 &F AR a&adzNBdnkandnoty Sg LIX Iy
require its first nes exhaust to be replaced or repaired until 2020 and then its second in 2028? That should have been 2021 minus 8 years for 1
repair/replacemen{2006¢ 2013) and minus 16 years foréplacementgup to2005). That 8.74 (a) statement is wrong. And théll¢aat para

8.75 is wrong too, as it multiplies both of the first two lines by two. Mrs itk & aSy i Sy 0Ss G(K2a$8 &SI N& FyR YdzZ G

The result --- a totally erroneous calculated demand of 1572 units and on which PwC would in part base their

O2y OfdzaAzy Ay tg/ LI NI yoTy (KL Ady rudifedtardinmétigaiicn dy adyy Lddzi a & A
professional person (never mind thesquality pracess applied by others in the firnwould know that this was simply false.

Mr Neill p62-64, Mr Dekker, Mr Dimma and the MACAudii / 2 YYAGGSS 2NJ 93, FLFLAEtSR (2 oON

Point 2: PwC logic — failed to use aircraft in service dates <usedthe supplier ®r 2 actual deliveries from Magellan
PwC have based their calculations of 1572 units based on actual exhaust deliveries from Aeronca to Aircelle and
Airbus which inflates their calculation of 1572 by the number of units in stock and the assembly line i.e they failed to
use the number of aircraft in service with airline operators (RAN:p.64) (e.g. internet or F.Intl ¢p11- 96 a/c:384units)
elementary logic ¢ e.g. for example in the table at PwC para 8.75 a total of 414 production units are used in the
calculation. Actually a total of 30 units were in Aircelle or Airbus stock/inventory or installed in aircraft in assembly.

Point 3: PwC use wrong average annual flying hours_<relyinginsteadon Magellan managemerthearsag>

PwC have based their calculation on a theoretical 5000 flying hours per year for ALL aircraft in service. Firstly they

have included those aircraft which are utilised for VVIP etc. purposes, and therefore have very low annual flying

hours, and secondly did they not use the actual flying hour in service experiences from, as examples the Ascend or
Flight International databases. Had PwC done so they would have found that the airline flying experience for the
A340-500/600 aircraft in service would have equated to almost a 10 year cycle (as per my witness statement at para
224.3 p74¢ rather than 8 yearas perthe MAC/PWC assumptipbefore repair (and possibly replacement if beyond
economic repair (BER) ; even if the erroneous assumption of 40k flying hours at MAC was valid).

In effect those few A340 -600 aircraft which came into service in late 2002 would not accumulate 40000 flying hours
until FY2012 etc. The result of which would be that those A340-500/600 aircraft which came into airline service
between FY2003 and FY2012 would require ONLY ONE repair or replacement by FY2021 and that the table at PwC

para 8.75 was completely wrong in doubling the quantity of any exhaust units in service ¢ and paragraph 8.74 (a) is
false. When points 1, 2 and 3 are calculated properly (whilst continuing to assume the erroneous 40000 flying
hoursby MAChefore repais (& BERspares) together withthe absurd Pw(E| total production unit build forecast
equivalentto 221 A346500/600 aircraft-882-before production cessian in FY2016 the table prepared by PwC
at Para 8.75 should NOT have been for 1572 units but instead should have read

about 650 units _or MORE THAN 50% LESS ......cc..... (than the 1572 PwWC had calculated).

g | warned PwC about Spares & full replacements at the outset of their investigation - click here
2
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Point 4: PwC used only ONE production build forecast <consciouslygnoring6 others, customerprodn plan andpress>

Mr Neill told the TSE/Toronto Stock market analysts on 15 August 2006 at the Q2.2006 Earnings call tK | (h fadt,
Boeing won the bulk of the orders for twin-aisle airplanes and had, for the first time, some success that they could
boast about. We saw that at the Farnborough Air Show.€

Furthermore, PwC, E&Y and each of the MAC Directors with my 4 Dec. 2006 letter received a dossier which contained
DIR44cUK Timesch O i @ Endilaoms fak Airbus A340 as Emirates cancels $4bn orders” which affirmed a Flight
article which CEO, Mr Neill and | discussed on 8 August 2006.

H

| told ¢ click- PwC that they should obtain 2/3 external market forecasts (at least7 available)inc.Teal in PwC London
[¢]: At the outset | told PwC about the Emirates cancellation of 18 A340 600 in late 2006 ¢ clickg PwC audit Emirates.

B

Crucially I would also ask you to note that the MAC Annual Report for FY2006 at page 14 (MD&A/AIF.p12) states
"The Corporation relies on customers' delivery projections as well as external market forecasts to determine the number of
units over which to amortize non-recurring costs. Should deliveries not reach the number projected, any unamortized balance
that remains would then need to be charged to cost of revenues which could have a material adverse impact on the
Corporation." - approved / minuted at the MAC Board on 30 March 2007 and concurrently approved by Ernst & Young.

The PwC table at para.8.75 of their C$3m+ forensic investigation report uses ONLY the Forecast International A340
report for FY2007 ¢ FY2021 deliveries which records further aircraft engine deliveries from FY2007 ¢ FY2016 equal to
468 units (348 +48+ 72) which is equivalent to Airbus delivering a further 117 aircraft to a total aircraft build total of
213 aircraft / 852 ( and not the 882 which PwC used inclusive of the Point 2 error).

As | stated in my witness statementgra 224.2 hat if one looks at the six other third party forecasters X While
they use different methodologiesione of them forecasta build of more than 150 production aircraft and | assess
the consensus view is 135 aircraft in tota X @ |y Rheréféré the piodidiondun to 130 aircraft is generally
regarded as secure (another 26 aircraft) with only speculation on the Vitigintic ordered ét the outset of the PwC
investigation

2% | told (click her¢ PwC that they should obtain 2/3 external market forecasts (7 available) including Teal Group.

PwC failed to question the glaringly conflicting data available against that FI forecast. That included the ¢ S IDéad d
PlaneFlyingé¢ G201 f 06dzAf R T2 NI GnitsPivC Landion offaep(Mt HodXI2&),IwFilst MACEEH A € | 6 f S
represented on 1 March 2007 production volumes for 2007 ¢ 2009 that were DOUBLE those planned and published

by Airbus recently. Whilst this was clearly misleading PwC consciously elected (RAN.p48-50) instead to use as the

SOLITARY basis for their Report (see para 8.78.p.63he FI March/April 2007 market forecast for 2007¢2009/2015,

which, not only did it NOTNJB F f S aitket doKssug135aircraft /540 exhaustunitsé | Y2y 3a4G GKS LINR F ¢
providers but also, unprecedentedly for the industry, and improbably, FI had also positioned its forecast by almost

30% above the definitive Airbus production plans of 32 aircraft for the next three years. | have never in thirty years

witnessed this before in any external market forecasts in the aerospace industry, nor have any of the many others

with whom | have spoken. (RAN:p85,p123). That Airbus production plan was excluded from the PwC report.

The implications of this are that the Production dzy” Acéluinf@should have read the equivalent of 135 aircraft or 540
units, and NOT the false 882 in the table created by PwC at para 8.75 at p.1. Crucially PwC / E&Y? asked MAC to

produce a forecast (prodn=542) in March 2007 (p7) YR G KSy LINROSSRSR (2 SEOfdzRS AlQ

Furthermore, the consequences of the inclusion of that consensus production forecast (540 units) here at point 4,
when combined with points 1, 2 and 3, would mean that the Spares and Repairs calculation would drop from in excess
of 700 units to 540 units, and require an ongoing repair and replacement programme for every exhaust unit in service
¢ i.e 540 production units (135 a/c), of which 125 aircraft would be the maximum A340-500/600 in daily airline
service equating to approximately 500 units for Repair and if necessary —i.e Beyond Economic Repair
(BER) - a spare replacement.
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Those 500 units for Repair etc. is based on the unlikely assumption that all the aircraft delivered by Airbus, before the
cessation of series production in 2010 remain in daily airline service in FY2021; which is unlikely as they will be
economically unviable to operate. Typical aircraft depreciation rates are between 12 and 15 years, for example
Lufthansa, with the largest A340-600 fleet (24 aircraft) use 12 years life. Lease period are usually 10 -15 years.

A340-500/600 series production will complete next year, 2010, at slightly fewer than the consensus forecast in 2007
of 135 aircraft ¢ it will be 131 total A340-500/600 once the two ex Kingfisher MSN886/MSN894 are finally delivered.

Furthermore, the airline industry expects the A350 XWB/Boeing to begin to replace these A340 aircraft in service from
FY2015. With four engines and rising fuel costs we will see an acceleration in the rate of removal of the A340 ¢
500/600 from operational service, reinforced by their high concentration in few fleets in leading airlines e.g Lufthansa,
Emirates, etc, as finance and leasing periods end in the period FY2015 ¢ FY2021etc.

Point 5 Detail technical data for BETA21S materials:

Having been provided by Magellan with a 100000 flying hour design life and 5000 flying hours per year Dr Thamburaj
used certain numbers for BETA21S materials performance in his technical assessment in calculating a life reduction
factor (MAC used 3 and 2.66) before repair which when combined with the assumed design life and annual flying
hours estimate guided him to a conclusion that parts would return for repair between 33,333 flying hours/6.6 years
and 37,593 flying hours/7.5 years.

In turn Mr Neill directed Mr Furbay that 40,000 flying hours be used in the Accounting A340 EAC while, arguably the
global expert on BETA21S materials, Professor Hamouda Ghonem told me

From: Hamouda Ghonem [mailto:ghonem@egr.uri.edu]
Sent: 15 October 2009 01:46

To: Brian Little

Subject: RE: FW: FW: BETA 21

Brian, All data available to me show that elongation of Timetal 21S at RT exceeds 8% while at 650C in vacuum,
elongation reaches 11.5 %. (Timet data: 8-10% (aged 538C)). Since elongation depends, in addition to thickness, on
temperature and length of exposure, it is important in calculating the reduction in elongation, to correlate with a
reference condition that accounts for temperature but excludes effects of thermal exposure. For the condition we
discussed this morning during our telephone conversation, the reference elongation should have been taken at 450C
with zero time exposure. This may explain the overestimation in the reduction of elongation in their calculation.
Hamouda

This would mean the potential demand of 500 units for Spares/BER replacements and Factory Repairs calculated at
Point 4 above would fall further by FY2021; before any adjustment for A340-500/600 aircraft which may no longer be
economically viable to remain in operational service as above e.g. Emirates -500 fleet renewal plans.

As per my w/s para 226.3 my view was a further 132 Spares/BER replacements by FY2021:
Mr Bobbi (aerospace consultant) estimated 82-112 Spares after his detailed analysis

Note:

[ FGSNE aaGN)ryasStes a &2dz OF y NiobgRthelDyThamNdajhebnridalt Q&4 S FARSY
calculation range was in a range of 33K- 37K flying hours, based on his MAC-instructed 100,000 flying hours design

certification life, Mr Neill states that the inspection checks on the exhaust systems would begin in parallel with the

removals for Trent 500 engine overhauls at 40K flyinghoursA RSY G A OF f (2 GKS aO2yaSNBI GAQD
accounting and the PwC report.
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<Brian Little Observation :

One is forced to the conclusion that all these coincidences can only be explained by PwC setting out to selectively misuse the

material available to it and perpetrate an act of forensic deceit. Individually, a defence could be made for any of pieces of

misinformation ¢ they are surely too blatant and serious to be termed mere mistakes ¢ but collectively they cannot do other than

represent a step-by-step strategy to reach a set objective ¢ to absolve MAC in its cover up of a huge loss/mistake from its investors

and the public record. It is hard to imagine any other seriesof stepd G Kl & O2dzZA R 68 Gl 1Sy (2 | OKASQO
FyasSN) 6KSe8 TANRG (GK2dAKG 2F3 0S50l dzasS SI OK adSL) Adr NBIj dzi NB
without a plan. This was managed and contrived.

¢y

Any deconstruction of its report demonstrates professional failure on a level beyond belief and unrecognisable in the Number 1

3t 26Ff [ dZRAGAYT O2YLI yed 9EGNI 2NRAYI NAf&zs S@OSNB aAiyafyS LASOS
testing. Standard operating procedures would demand this include peer reviews within PwC. Therefore, collectively, their approval

and publication by PwC demonstrates an orchestrated corruption of the truth ¢ a forensic deceit.

Given the reliance by MAC on the Final draft PwC report in their public financial statements on 11 May 2007 Employment Judge
crhAaiSyaSy hNRSNBR (KS RA&Of 2 aTeNiSt ExBiffit intih&KPwé reparl Exhibit . EC whBipJ2 NI Ay W
Grounds of Complaint to the Employment Tribunal. Despite the fact that the Final PwC investigation and report was not

completed for a further three months (until late August 2007) we were never invited - though on commonsense and advice from

Deloittes LLP and Mr McCreery- we offered on multiple occasions, to comment on the factual accuracy of that Final Draft PwC

report before they completed their Final Report. Those requests were all denied. | was advised that PwC was of the view that this

gl a dzyySOS&a&l NB | yitie AddkKCoinmitiebldls A XRISYIiy BRKd G t 6/ Qa Ay@SadGAadardazy
O2YLISGESYGZ YR A& LINB LI NBPWC falled to IS id thedr Final Repdrt Ehat th€y Bayl kot irdiedin Y &

to make any comments, despite my offer to do so. In contrast PwC provided that opportunity to Magellan in May and June 2007.

When the PwC/MAC cover-up/smokescreen disintegrates over time, due to the lack of commonsense and reasonableness
checks , the “Truth will Out”? By “Forensic Deceit” | mean that it is NOT TRUSTWORTHY, because the intention of PwC, and
the effect of their less than rigorous investigation or audit standards, was to mislead the reader in their “findings of fact” and
conclusions from its “forensic investigation”........ Beyond Belief.

As you can hear in my interview / tape with PwC on 29 January 2007 (not the A340 detail report authors) click 2 | warned PwC
about Spares & full replacements. However, those PwC authors were also provided with MAC- prepared volume projections for
Spares and Repairs over a twenty year period to FY 2021 on both 16 February 2007 and 1 March 2007 which as you can read

showed a total of 190 units which was identical to the number used in prior years; or at least FY2005 and FY2006.

1 fiK2dzAK t ¢/ &0l G $he EAC doek mat expiicithcsbow fukther(sparce X deliXea®ey did have both of
these & M duibctiments. (RAN:p.86-88) Notably neither of these two documents were included in the 5 Exhibits for A340 in this

/' PoYb tg/ AGAYRSLISYRSY(d F2NByairO NBLR NI

Furthermore, PinsentMasons LLP, on behalf of Mr Dekker, the MAC Chief Financial Officer described this 16 Feb 2007 information
in a document /schedule for production and spares (190 units= 166+24) on 5 May 2009 as “At a glance the assessment that would

have been carried out by the auditors in order to satisfy themselves that the accounting on this matter was appropriate.”>

andin Mr Neilldés oral evitdthen dk EmplayméniTribliu hay (p.B68) 0 9

Mr Neill ~ Going back tothe  reports | referred to earlier, we had a damage tolerance report that said a hundred thousand
hours is the design life, when they did the damage tolerance report they built into it a scatter range of 5,
because the engine time between overhauls was 20 thousand hours and therefore the belief is that nozzles
and plugs could start returning or needing repair from service from 20 thousand hours on, we thought 20
thousand hours was much too low a number to use for this calculation, and at the same time, given the amount
of wear and tear that we knew that would occur, based on ou r experience, a hundred thousand hours was too
great a number. So we had as it were a floor and a ceiling.

We made the decision to base it on 40 thousand hours, based on the work that Dr Thamburaj did, that said that

if any units are exposed to heavy use in a number of hot and high airports and marine environments, corrosive
elements in the air, et cetera, et cetera, there's every likelihood that we'll start seeing heavy repairs from
about 35 thousand hours on, and we chose the 40 thousand hours based on that fact,  there was no

other science behind the 40 thousand hours. o0
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Mr Little  Okay, can | try and go back to the mathematically and logically, if we go bac ktothe 8.75. This calculation

here is predicated on a replacement at 40 thousand hours, is it or is it not? That's the logic of PwC?
Mr Neill I would assume so but it doesn't actually say this
Mr Little  Just up to 8.74
Mr Neill | would assume so.
This reference in evidence was that PwC had calculated, independently of MAC, an expected demand of 1572 spare
and r epair units , as set out in paragraph 8.75. The number was based on some basic logic and maths errors T
inflating potential revenues by perhaps $100m. As | stated in my witness statement as part of para 224.4 i él
considered the mathematical spares calcu lation included in the report to be at best,
It was also not consistent with the much Al owe ri fis8p8abroe sO ni unm baeoviked lyeMAC breld p r
March 2007 to PwC (doc 3605H) at page 7 . This MAC schedule representation / scenario was NOT mentioned or
included amongst the 5 Exhibits (8.1 -8.5) in either of the PwC reports although identical to my assessment.

whilst Mr Lynch QC (barrister for Magellan Aerospace I F 1 S NJ NI | Reknyil And asdddioh 18 AWC i §b&3597)
states in UK Court - Transcript of court hearing on 8 June 2009 at pages 62-72 Mr Lynch QC to Mr Bobbi X —exam

Information item 1 : sets out the frequency/consistency of Mr Lynch’s mindset/line of questioning on Spares

Page 63 states
Line3¢T aNJ [ @y OK v/ thatirBldtes t0riedladementIddeanR &, sphref father than repairs. If

that’s the lifespan of the unit, then once the lifespan is over it’s a question of a replacement, other than repairs,
GKIGQa NRIKGZT AayQid AlGKE

Line9¢mp aNJ [ @YyOK v/ a2Stfsx odzi GKIFG g2dd R 0SS GKS 20 @A 2dz
Ad aAl@Ay3dd ¢KS 200A2dza AYFSNBYyOS lifésparoNthedinitard obiidGdlyif & K I G
the lifespan is that, then one needs a new unit when the lifespanisspent. ¢ KI 4 Q&4 GKS 20 @A 2dzaf e aSy
CKIYOdzZNI 2Qa SYIAfIX (KFGQa NARIKGE AayQid AGKE

Mr Bobbi : He is still confusing spares and repair

Line17¢20MrlynchQCad L R2y QG GKAYy{1 KS AazX FyR GKIFIGQa Yé LRAYylI® L
obvious that what Dr Thamburaj is saying is that that is the lifespan of the unit, that’s exactly what he says.£

Page 65 states

Line5¢16MrlynchQC d2 S KINGS SAt f Qa SYIFAf G2 aN ad® 2 NB 1R 6t NRIASS I
compressed in its typescript. Tribunal, of course there is a bigger versioninthebundlS ¥ A ¥ G KIF Q& | oAd ¢
(Pause) <doc 359K & refenfing to doc3605kAeronca esmates based on 40K life>.

aNl .200A3 @2dz Oy aSS3> OF yQi @& 2 difacthal®y J féaprdof both of thés&S (62 &«
paragraphs ¢ that Mr Neill makes it expressly clear that Magellan is simply basing its calculations for accountancy
purposes on spares or replacementss KSQa y20 Ay Of dzZRSR lyedKAy3a (2 R2 gA0K

andon Pages 72 and 73 line3lstates
Line10-Mmo aNJ [ @Yy OK v/ awAIKI® {2 AGQa LIXIFAYyZ AayQd AlGxX GKI
pdzN1J2 aSas> (GKS GFfARAGE 2F 5N ¢KIFYodzNF 2Q& OF f Odz I GA2yax

aNJ . 200D Gkl G§Qa y20d . SOFdzasS | O2YLRySyid Kra I af AFSaLl
something new, it can be repairdk

aNJ [ @Y OK v/ G . K2b & 392(A% (y Bk Pharhbuil Jni¥& Guestiod that
they will need repairs after that period> 5 NJ ¢ Kl Yo dzNF 2Qa LRAYyG 6Fa FNRdzyR nnzIn
of the unit. That after that, it’s lifespan was spent and should be replaced. ¢ K| G ¢l & (GKS LIR2AYy(d oé
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Attachment C.1

Document 3597 : an email from Mr Neill (former CEO / now Vice Chairman) to PwC just hours
before the MAC Board resolution was passed for the approval and
public release of the MAC FY2006 Financial statements.

rage 1 vl <

John Furbay

From: Ri
Sent: (~ Thursday, March 29, 2007 12:09 AM
To: stephen.r.moore@ca.pwc.com ﬁ""-’"(

Cc: John Furbay; John Dekker /m 2

Subject: RE: A340 Requests
J)‘ Stephen and Stephanie ; Further to our conversation tonight | have the following comments on the forecasts,
ZB"S 7 The answers to the questions provided to you in the prior E Mail related to the EAC number of 1247 units that had

been used in the projections of profitably and the recovery of the NRC amounts invested in the program. In mid
/ 2006 the requirement indicated 1155 units would be produced as original equipment hence the balance of 130
o

would be produced as Spares However and Independently John Furbay was asked to produce a forecast of DoC

spares required based on the Enginéering work completed by Dr Thamburaj which concluded that the useful life -——)

of The exhaust system was approx 35000 firs [ To provide a margin of safety John Furbay's analysis used 40000 36°§H

prsas the ussfllifs |  This analysis showed that the [ ely spares requirement was in excess of 80O unfts over

ihe period 2007 to 2021 so to achieve a volume of only 190 units was an extremiely safe number fo use in the | MM 2077
n S a was sent to you on the 14th March Now with the latest FAI forecast it suggests the ‘('

original equnpment number will be reduced and with it the forecast for spares will also reduce by a corresponding - AV , =
amount ,but th uirment for spares still exists andh will provide a total quantity in excess of the 1247 used in ® {

the 2006 EAC 6 Hence the amortisation methods used in the EAC are still valid and the conclusion that the

program will be profitable overall still correct

7 o

ry A service lifes o i pe
Englneering and Malntenanoe declslon made by the Airline and the Overhaul Centre that causes this to happen. If
an exhaust is damaged or suffers other forms of premature failure [e.g mechanic's errors] then the decision could
be made to repair the parts rather than replace This has already ocurred and a small number of ehaust parts
have been repaired under these conditions Clearly economics also enter this situation and if the repair cost is
sufficiently high then the part would be scrapped and a new one fitted We find it difficult to predict the business

that would arise from these Repairs and hence we would choose to ignre this in any EAC analyis being
Wmmmﬁmm—mw—%m%m when

ew spares have not been available where the cost of the repair has been close to the original equipment price
but the margin significantly better

Some other factors to consider are Titanium Beta 21s is a difficult alloy to work with and hence it will be difficult
for overhaul bases to repair these components and so we will likely see more returned to the factory for repairs
than you would see with an inconel/steel exhaust

The Forecast International Data assumes Airbus will be unavailable to further improve the A340-500/600. and yet
history has seen the opposite and the example | would use is the A300 which first entered service in the early
1970s and production is only now ceasing

| hope this deals with points raised in the telecon tonight.

from: stephen.r.moore@ca.pwc.com [mailto:stephen.r.moore@ca.pwc.com]
Sent: Wed 3/28/2007 5:48 PM
To: Rich Neill

s Cc: stephanie.leblanc@ca.pwc.com

Subject: A340 Requests

67

The forecast schedule to which Mr Neill was referring to in his 29 March 2007 email (doc 3597/8) above
was produced by the Magellan Aeronca CFO Mr Furbay on his instruction as you can read in it below (doc 3605H
finally disclosed in August 2009) and is based upon an exhaust system life of 40000 flying hours.
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The reader will note that PwC (& E&Y?) had asked that MAC consider the Spares and Repairs volumes if there was a

cessation in series production in 2009 (-
2007) and a second option (bottom ) wit

end of the line etc at 135 a/c as | had indicated in my interview in January
h no further sales by Airbus (at 153 a/c and no cancellations) from February

2007. This schedule is reproduced below or can be read at this link (disclosed in late August 2009)

Paﬂwm M gow Pubmq oV fwenonS A (Bo MRR NEL
W

AERONCA, INC.
AIRCELLE A340 PROGRAM
ACTUAL/ESTIMATED QUANTITIES (ENGINE SETS)
ASOF T (. Mhch %7

|
| A0
Actual | Trent
Through 500/600
Engine Application {2006 2010{ 2011{ 2012{ 2013| 201 2016] 2017| 201 2021|Subtotal | Total
Rolls-Royce Trent £00 Production |A3M0-500-600 44 e o o o o of of o of of o o o 128] 1466
Spares and Repairs A340-500/-600 1 8 o e 8] [ o[ 6 81 S2f 40l 3] 8 9] 70| 86 886|
Ly gw e osr oumaon cwmar = L

Aoronca Estimates based upon exhaust system ie of 40,000 hours

- Tt SiL-20w = B2 = Tore Buiwo of 'ZS/,)/C

3

Wm
ONF o T

A340
Actual | Trent
Through | 500/600
Application [2006 2010/ 2011] 2012] 2013] 2014] 2015{ 2016{ 2017| 2018] 201 2021/Subtotal | Total
Rolls-Royoo Trent 500 Production  [A340-500/-600 0 0) 0 0 0 0 0! 0! 0 0 228] 1666
Spares and Repairs A40-500/-600 18) 8 6f 81 9 7w & @8 44 601 32| 133] 130[ T0f 86 086|
_ ‘Cfmlbmj

Aeronca Estmates based upon exhaust system Iife of 40,000 hours L./x u’? W"'U)
Ilc! fuals i)

- 26osSH -

andinMrNeilf Qa 2 NJ f S I A R Sup DS re Risfemaid an 29WEzEh@00H(pEyRdd4 March forecast (p6)
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Mr Little : Well, it's quite explicit, the English language says to somebody in
PwC that" an exhaust achieves its predicted and recommended life it
will be taken out of service and a new one will replace it o and just
above that pfovide a margin of safety John Furbay
40000 hours as t he u-s ednd Iseduivaferd tb 800 units,

as calculated. And | would concur with that cal culation on that
basis, as | have done in case 4B. (this  email at P6 refers to doc 3605H at P7)
Mr Neill : | would, sorry, | would, in response, | would su ggest thatwe'reina
new paragraph in this email, we're talking about spares and repairs
and we're talking about life in relation to spares and repairs. |
don't know how PwC interpreted this, but | have assumed that they
segregated these two paragraphs to come up with the conclusions that
they did.
Mr Little : Rich, with respect --
Mr Neill : Beyond that, you're asking me to testify what they understood but it

andl can't éééééeéeeecéeééé.

Mr Neill : | think you want me through the ... to show you that there was an
error in the second line of their (PwC) calculations which would
reduce the number, so on the basis of that's what they did, you've
interpreted it that way and | would have to agree with you right now,
but it still doesn't change the overall basis of the EAC, that we had
more than the necessary 1250 or whatever the number was mentioned in
this email to get all the amortization completed.

Mr Little . Rich, just so we're both on the same wavelength, the evidence you've
given is that the t able, you didn't correct, and both of us believe
that it's probably wrong. You've said independently in this email
that you've done a calculation that suggests 800 units on a
replacement basis on 40 thousand hours is what is in the EAC and what
I'm saying is, if that is true and everything has changed at 40,000
hours, purely for spares, that would meet the 1247, which is your
point, but it's only i n that situation that everything is getting
replaced at 40 thousand hours without exception. No repairs, nothing,
straightforward replacement . That's what your emails are saying?

Mr Neill . I think we're losing sight of the purpose of this email. At that
: point in time, PwC were trying to understand how the numbers stacked
up to justify us getting more than 1247 units that had been used at
that time in the EAC. I must admit | didn't go back and check in
detail every calculation that followed that. All'l was saying was
that if you took Dr Thamburaj's 40 thousand hours it would generate a
significant number which, on top of the production, would easily
exceed the 1247 numbers needed to amortize out the recurring costs
That's what | was trying to say in the opening paragraph. (of his
email dated 29 March 2007 at document 3597)

Mr Little : No, I'm suggesting to you you're lying, because that says to anybody,
a replacement. Th e calculation of 800 st acks together with that, it
only makes sense in that context. It can't mean anything else, and
they then go off and say that's how they've done their calculations,
but can't even get the maths right . < doc 3605H atp7 above  dated 14 March 2007 )
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(overspeaking)

CHAIRMAN:  Wait, please. You're suggesting he's lied in the email?
Mr Little: Yes, he's delibe rately lied and given that impression.
CHAIRMAN : In the email.
Mr Little: In the email relating to the 800 and he then conditions --
CHAIRMAN : No.
Mr Lynch : Wait.
CHAIRMAN : In the email, what you're suggesting is that he's lying to PwC.
Mr Little: He's deliberately given the impression of that 40,000 hours
replacement.

CHAIRMAN: | hear what you say but | want to make a note of it. | suggest that
you are lying in the email. Not anywhere else, but in that email
That's what's been suggested to y ou, | think t hat that's a lie.

Prior oral evidence from Chairman Mr Murray Edwards on 31 March 2009

Mr Little The financial statements that E&Y rely on are produced by management
MrEdwards 2 KSy @2dzNJ F dzZRAG2NBR faA3dyp adGlFdSYSyida (KStigetK
Ayili2 RSGFAfTa YR NBfe& 2y LINRPFTFSaarAz2ylfaod DAC

through due diligence and we have to rely on them. And shortly later

Mr Little Document 3602. Have you seen this before? Airbus O&D spreadsheet from their website Feb 2007

Mr Edwards Ng

Mr Little Airbus website. Orders column for a340-500/600. Total now 153. This was the document now provided
to PwC and also what was given to E&Y. Have you any idea what the orders position is re this aircraft ?

Not at all

Mr Edwards
<BL Observation ¢ (4) (Note:A340 significiance to MAC finances as the largest asset for cash recovery in MAC Balance Sheet & my
email to Mr Edwards (and MrDimmafp y { SLIi® Wwnnt G6AGK !onn AffdzZAGNI GAOS ¢
etc.). This Exhibit was in the PwC report at Exhibit 8.2. Please also note that Mr Edwards received a letter dated 4 December
2006 with a dossier which contained DIR44 UK Times articleHy h Ol ® HWnnc a9yR [22Ya T2NJ
2 NR S9¥dialso Website Part D Exhibits 8.1-8.4 and related oral evidence.>

It is reduced. The orders position has reduced. Do you see why | continued to be concerned that

Mriittle s 2 dzoNB y2G F ok NB GKEG YEYEISYSYd KF @GS YAANE
to the auditors, and PwC have not included any documents that would undermine this?
Judge What is being suggested is management has deliberately over-stated the health of the project by

deliberately mis stating the figures. Are you able to comment?

He used the word untruthful and | take some offence at that. My view of Mr Neill, Mr Dekker, Mr

Mr Edwards Butyniec — they do things right and with integrity. It bothers me to hear that comment. E&Y has been
in my view absolutely diligent in producing these accounts. Have been super sensitive and have never
provided the Board of Directors with any reason for write-off - given their degree of professionalism ¢
one can always point to a number of variables. Economy has slowed down, have to look at the
pricing/cost forecast. WS R2y Qi KI @S GKS ai Af bwCaSwouldklz lodkatO
revenue/costs. <Observation : See PwC table 8.62 for that revenue/pmedysis>
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Mr Little

Mr Edwards

Mr Little

Mr Edwards

Mr Little

Mr Lynch

“«

Document 78, part 3 <Magellan Ethics Policy > “all employees................ added for ease .......

If an employee becomes aware of a materially inaccurate or misleading statement in a public
communication, the employee must report it iradiately to the Chief Executive Officer of Magellan
the chairman of the Audit Committee of the Board. Making false or misleading statements to extt
auditors can be a criminal act that can result in severe penalties. No employee may directlyeotiyn
GF1S Fye FOGA2y (2 FNI dzRdzZ Syidifte AyFfdzsSyOS:s

' dzZRAG2NAR F2NJ GKS LlzZN1Jl2aS 2F NBYRS®WAYy3I al ISt

LGQa | LRéSNFdzZ adGFdiSYSyid FyR O2NNBOI

I had discussions ¢ PD22 - on 8/9 August, with you and Mr Neill ¢ PD 23 ¢ on 10 August, and -PD24 ¢ on
14 September 2006 with Mr Dekker. Did you know it is my view that a substantive element of why |

was dismissed was because | was going to expose there would be a requirement for substantial write-
2FF AY Hnnc YR aNI bSAtft RARYyQG ¢l yld GKFG
Dekker used to remove me?

S @A R Sejfl @oShe right Mings. 81y vievg

| have no reason to believe QS
N 2)/)/30[3)\2)/ G2 ez2d

O reason (L@ y
Ad GKSNBQa ySos I

o™

y y2
y tye

w W

O Q¢
vy U»

J

No further questions

No re-examination

Part B : Oral evidence from Mr Dekker on 10 June 2009. (p133+)

Judge

Mr Dekker
Mr Little
Mr Dekker
Judge

Mr Lynch
Mr Dekker
Judge

Mr Dekker

Mr Little

Judge
Mr Little

Mr Dekker

If the Q4 2006 EAC had continued with the underlying gross loss of 5.22 million <as per the Q2.2006
EAG and the further £2.734 million costs increase by Q4 2006 had been recorded at circa $10 million
loss, would MAC senior officers have recorded from that EAC a circa $10 million plus loss in Q4 2006
earnings and then stated that in the FY 2006 published accounts?

Yes.

Right

But --

But --

Yes, please.

But it's based on a lot of presumptions.

Right.

The final question is, would we post the accounts correctly, of course we would, if that was truly a
loss we would post the accounts correctly and record a loss.

Can | just clarify something now, if we just look at document 1831 in the bundle, what you're saying,
John, then, is, and this is for everybody else, if the number do you know here, $137172, which is the
very bottom of the sheet, marked D, | think, sir.

_SaAXDD 88 KI @S Al

So, Mr Dekker, if D was minus $10 million, | think you've just told the tribunal that you would then be
posting 10 million loss to the accounts?

If you're asking me if this schedule generated the number of minus 10 million in the bottom of the
programme total, would we record it that way, no. Not solely on the basis of this schedule. This
schedule is an estimate at complete, and each quarter we do various scenarios of this schedule, there
are three major variables that affect the outcome of this schedule, sorry to bring it to such basic
levels, but it's number of units, times revenue per unit, and the cost. If our best view, our -- let me
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identify best, our most reasoned view and most likely outcome showed a 10 million loss, yes, we
would post that loss. Each of those three variables has a habit of changing on us. And as such, this
schedule will change each time we do it. We also have uncertainty about the future, so our view as
to what's going to happen into the future will also affect how this schedule is completed.

Mr Little But the core question is, if as a result of doing all of that, that number became minus 10 million,
would you be posting minus 10 million to the accounts? (BL : Note also the relevantethe Q2.2006
A340500/600 EAC of$5.2m)etc etq

Mr Dekker If our best view, our -- let me identify best, our most reasoned view and most likely outcome
showed a 10 million loss, yes, we would post that loss.

Mr Little And it is correct, Mr Dekker, that this document is the primary document which Ernst & Young would
use in their audit process?

Mr Dekker We would give them this document in the audit process, plus the supporting detail, | can't say that
this is the primary document but | have to believe it's one of the key ones.

Mr Little Right, and in the audit testing processes, which we're both familiar with, in terms of the primary part

of their job, for want of a better word, that's what this Excel work sheet will become, and its backing
paper, what they use to do their calculations of mathematics on.

Mr Dekker | believe so, I'm not present at each of the business units when the auditors are in but certainly that
would be a logical assumption, | would expect nothing different.
Mr Little Right, and sir, just for factual record, in the final report at paragraph 8.61, PwWC, it confirms that this

was the document used for year-end audit testing purposes.

<Brian Little Observation 1 from oral evidence above

It is neither rational nor credible that in the face of the following contemporaneous documented facts that, in short,

Mb SAEE YR aNI5ST{SNIKIR Fye tSIAGAYIGS o0 &cdmdvetb2 NI YI | A
Iy dzy R2 OdzY S30ay6B0REACHrogoam break-S @Sy ¢ | ax G2 [[d23GS aNJ 5S11SNI I o2
FYR Y2ad tA1Ste 2dzid2YSéd

(1) Number of units : production volumes were reducing in the near term ¢ FY2007 - FY2009, a A350-1000 XWB
product had just been announced by Airbus in July 2006 at the Farnborough Airshow, (with no A34@500/600
orderg which would effectively mean the end of the A340-500/600 product life/series production was now
certain within five years. (Mr Vandersteen of Airbus UK ¢ recorded-! o nn ¢ n n ). Withhkkeséficts &dd
my Protected Disclosures on 8/9/10 August 2006 (PD22&PD23) how could Mr,Neill, Mr Dekker and MAC
rationally and reasonably believe that it was appropriate simply to defer the A340-500/600 volumes and
revenues in to later years so as to still complete the amortization quantity (843 units) by the end of the current
Aircelle commercial contract in FY2012? What is equally revealingisa NJ b SAf f Qa 02 YYSy il
during the Q2.2006 earnings webcast Cpages 1 & 2 after my A340.PD22 and PD23 but before my terminatior
which he set out his perspective in what we heard /can read on the Boeing success AL Yy . 2 SAy¥ 3 Qa
different story. The story of the quarter was the strength of the order baathéBoeing 787 that built through
that period but also for the Boeing 777 as wBlheing won the bulk of the orders for twiaisle airplanes and
had, for the first time, some success that they could boast aboite saw that at the Farnborough Airshdvé

(2) Prices perunit : MrEdwards (12 Aug)nd Mr Dekker (11 Aug)K I R 2dza G4 | LILINR @SR a'l
settlement with Aircelle on 11/14 August 2006 which had LOWER pricing (e.g. $179,623 in FY200@)an in our
Q2.2006 EAC ($181,170 in FY2006)d which would lead to a reduction in revenues of $5.2m - $8.9m and
further increase the $5.2m gross losses. If internally Magellan were satisfied with this documented BAFO pricing
settlement for A340 - and Aircelle had indeed accepted this Magellan final offer - how could Mr Dekker and Mr
Neill rationally and reasonably believe that this lower pricing would have more than set off the A340-500/600
S5.2m gross losses in our Q2.2006 EAC document and was in the best interests of non-management MAC
ordinary shareholders.< Readheremy analysis on A340 management assertion on pricavgnues at Q4.2006
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(3) Costs per Unit : By that August 2006 re Q2.2006 we faced actual costs on A340 which were escalating further
and further away from our FY2006 Budget/Program EAC. Throughout my attendance at the FY2006 MAC weekly
staff meetings which Mr Edwards attended (e.g 25 April 2006, 1 Aug. 2006, 15 Aug. 2006-2021, 12 Sept. 2006-
2179 we discussed on multiple occasions that Mr Butyniec and we were failing to meet our operational
budget/EAC targets in FY2006 in the factories. Why would those documented cost facts not have led anyone to
the view within Magellan that our A340 gross losses would be reduced and not increase further beyond the
$5.2m gross losses in our Q2.2006 EAC document. <Also by the Q4.2006 EAC the costs had risen by C$2734

This Neill/Dekker Management over-NA REOA aA 2y 2F a1 SNB t2aa8a¢ sl a
statement on 14 August 2006 to the TSE etc and in subsequent financial statements. Which themselves were then
certifiedina NJ b SA f f &ddia NI H5PS1n {2806 Fudrterly cer®ficates when publicly filed with SEDAR ¢ public
securities documents within Canada.

On the basis of the late July - mid August 2006 contemporary information and documentation available the
“diametric opposite” was the case — the documented A340 Program Q2.2006 EAC $5.2m gross losses were set to
deteriorate based on the available information.

The MAC Audit Committee minutes on 10 August 2006 (which | did not attenpifor that Q2.2006 meeting also record
at Point 5 in the Private Session with Ernst & Youngd@  ® @ G KI (G  a NJ [ dnly @cRi&d tiie firdrEial 9 3
statements and the MD&A atthe meetingé ® t g/ O2NNBOGf & NBO2NRSR Ay (K
Little stated in the E&Y presentation that his concerns regarding the treatment of the A340 NRC were raised
following Q2.2006.” and as you can hear by clicking on the audio tapes ItoldPwCl & G KS adl NI 2 F
F2NBYAAO Ay @Sai A 3l<ihdnzhe/MAC oinary shadwaalidd fodzb dcB andHACmarket capitalisation
the TSEvas approximately C$300am broadlyequal to the Balanc8heetd & K | NI toakfvatu@ Nikkat

8 Airbus A340 series production in Toulouse is complete

¥ | warned PwC about Spares & full replacements

% | told PwC that they should obtain 2/3 external market forecasts (at least7 othersavailable)

¢ | even told PwC about the Emirates cancellation of 18 A340 600 in Oct 2006, which they left unadjusted in their
Airbus Order Book analysis and provided a dossier containing

DIR44 CUK Times article¢H y  h O (i End Leomsifer Aidous A340 as Emirates cancels $4bn orders”.

sl “And the fundamental issue here.. is that this product is a product that has not only got a cost/price problem
but it’s now also got a programme volume one!”

A340-500/600 was and is vitally important to MAC. The A340-500/600 project investment/asset was the single
largest financial number (>C$40m asset in FY2006) and failure to fully realize the value of the project would, inter alia,
bring about the triple consequences of
(1) an overstatement in the project / non-recurring costs/engineering development assets of > C$40m .
(2)F LINPANI Y 3INRAEA tdaktidHidantial bséeddbd- | SOSy ¢
(3) create a future cash deficiency / non-recovery in the internal and public reporting
(MAC 5 year strategic planning bas&ales revenues / cash projections of C$100m +)

TKS GAYRSLISYRSYy(l F2NByaAirdé tg/ CAYylLf S5NIFO Ly@Sai
Executive Summary circulated to the Board of Directors at MAC C relied on above in the Magellan Aerospace May
2007 earnings statement - at PwC paragraph 2.40 (doc 605/606) recorded

dFinancal Control within MAC and MALUK in relation to the areas we have examined is poor and needs to be
improved: this is particularly acute given that MAC is a public company.
Examples of poor financial control that we identified during our work include;
1. Acounting adjustments made with insufficient supporting analysis and documentation;
2. Inadequate understanding or documentation of balance sheet provisions and insufficient documenta
the decision to release certain provisions
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3. Alack of awarenesd the program accounting requirements under either Canadian or UKXGAAP

4. Poor control over individual projects from an accounting perspectiReoject sales volumes, revenues an
costs are not reviewed with sufficient frequency or rigapig

Although considered valid after 4 months investigation by May 2007 the PwC partner then went on to remove
these criticisms of MAC from their Final Report. As the reader should recognise those points (1), (3) and (4) above
and highlighted in red are directly relevant to the A340-500/600 investigation and their Report. It is my belief that
Magellan askedhe PwCpartnerii 2 NBY2@S | tt 2F (KSasS FAyRAy3Ia | a
PwCals2 NB Y2 @FSR LI NI} 3 NI LIKThy BAR palcdakion Mérefdkelrequirdsimany Ssimaties by
YEYEFEISYSydod t g/ Q&F SELISNASYOS 6AGK | O002dzyGAy I LINT ¢
estimates and key assumptions shouldbe¥d Sg SR 2y I G f S thoiigh the djitianddirénivined
paragraph 8.38; which of course is relevant to the A340 accounting at Q2.2006, Q3.2006 and the end of year

In fact Mr Dimma (MAC Chair of the Audit Committee) told the UK public court in his evidence, that following his own
GAYGSNY It Ay@SaidaAal G-Ae2KAsOK yhedndiiislyisiware raisiyig wierk histric’Handthat
tK S NBho suibitance to the purported concernsé  —-KS Ay ad NHzOGSR t g/ (G2 OF NN
AYy@Saidaalrdazyés FFAOGSNI L KI R YaGditors@re extreely risk &€ds8"Y 6 S NJ

It is also significant to me and others that despite his apparent dismissal of my views in 2006, Mr Dimma saw fit to
LISNE2yFfte OKFANI GKS tg/ Ay@SadaArardz2NE LINROSaa A
to retain control over its conclusions.

The Canada CICA.IFA Standard Practices at 600.04 published in November 2006 & (i I (i S & IEARKrhctitionerk S
should present their findings and conclusions in an objective and unbiased manner” and at 600.06 “IFA
practitioners should consider all relevant information that could impact their findings and conclusions.” etc.

Brian Little 21 November 2009

UPDATED 31 JANUARY 2011-------=----- Following a meeting with my former QC in July 2010 when visiting London
with my wife we discussed the further documents disclosure since January 2009 and A340 status. As a result this
morning | submitted an Application (Number 3) for an affidavit to the Bristol Tribunal which included this text.
< My Application for an Affidavit on this occasion will request that Mr Edwards and Mr Dimma certify
(a) The A340 quantities produced and delivered by MAC in the four year period from 1 January 2007 ¢ 31
December 2010. Quantity of XXX ? units

(b) Given that this month MAC will also consider and approve their FY2011 budget for A340 this budget quantity
for FY2011 should be produced Quantity of Y? units (FY2011 will be the final year of the strategic plan for
which | would have been responsible for coordinating in August/September-2006Y200¢ 2011.)

(c) The MAC FY2011-FY2015 strategic plan will also have been produced by now and submitted to the MAC
Board in late 2010. The Spares quantity ¢ not repairs- which is stated and has been included in that MAC five
year plan from FY2011 ¢ FY2015 should be stated. Quantity of ZZ? units

As you can see these are all simple requests and readily available within the MAC senior management.

<It is my information and belief that factually Magellan Aerospace have delivered 121 units (30.25 aircraft sets from
Jan. 2007 to 30 Nov. 20{@hich completedirbus Toulouse aircraft production at a total AZ@/600 build of 131
aircraft) and therefore during that entire 48 month period ONLY 11 Spare exhaust systems have actually been
delivered by MAC. The reader can also now see by cliskimgsthat all the 110 exhaust system units for the
Aircelle/Airbus assembly line production have been installed and deliveredfinall?e340-600 - Iberia Airways -
aircraft (MSN1122) and VIP A340-500 State of Kuwait (MSN1102) customers. With no aircraft production in 2011 |
predict a single figure for spares whilst there will be some 50¢60 spares (not repairs) in the period FY2011¢Y2015. >
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In my Closing Submissions | set out my understanding of the facts on the A340 quantities from FY2007 — FY2010

Actual Deliveries Other remarks

FY2007 - 45 exhaust units : MAC Q4.2006EAC = 40 : 3605C=78 (P72/S6) :3605H = 60 (P52/S8)

(We know that during FY2006 MAC /E&Y continued to add A340 labour learning to inventories/asset and at the end
of FY2007 the Eng inventories valuation (including A340) was C$62.70m whilst the labour learning costs, including
A340 and all of which would be shortly to be written off were C$29.6m)

FY2008 - 48 exhaust units : MAC Q4.2006EAC = 156 : 3605C=79(P72/S7) : 3605H = 49 (P40/S9)
(With the introduction of the new CICA inventories standards on 1 Jan 2008 MAC/E&Y wrote off circa C$10m for all
A340 1/1 asset.

A C$10.4m retroactive price adjustment INCLUDING an undisclosed A340 NRC /pricing recovery was recorded in
Q3.2008. <Magellan subsequently disclosed in mid Nov 2008 {doc 3506/3496} that a total of C$4.9m was a retroactive
price adjustment in respect of FY2006 and FY2007 (during which MAC delivered 81 +45 A340 unitsy a retroactive
price adjustment in respect of Q1 and Q2.2008 totalling C$5.5m (during which MAC delivere@5 A340 units.

A total of C$14.5m was amortised for ALL MAC projects; leaving a total (including A340) of Deferred Development
Costs of C$69.2m on MAC Balance Sheet at Year end. The exact number amortised for A340 was not disclosed and
therefore the residual C$ value)

FY2009 - 17 exhaust units : MAC Q4.2006EAC = 162 : 3605C=111(P104/S7): 3605H= 42 (P36/S6)
A total of C$7.4m was amortised for ALL MAC projects ; leaving a total (including A340) of Deferred Development
Costs of C$59.5M on the MAC Balance Sheet. The C$ number for A340 was not disclosed.

FY2010 - 11 exhaustunits : MAC Q4.2006EAC =162 : 3605C=124(P116/S8): 3605H= 81 (P0/S81)
Actual MAC deliveries in period FY 2007 7 FY2010 = 121 (P110/S11) exhaust units (BL i P126/S25)

Q4.2006 EAC (doc 1831A) in the period FY2007 i Q2.2011 = 601 units used for E&Y audit testing
MAC 1 March 2007 submissions (doc 3605F) = 450: 14 March 2007 scenario (doc 3605H) = 277

You can read my expectation (and reasonable belief) for A340 spares in FY2011 and FY2012 - FY 2015 in the text in the
Application above.

Obviously if | was materially wrong then MAC had an opportunity to disclose this information so as to explain the
latest status and, if | had been wrong, to undermine my credibility. | fully expect that Mr Edwards, Mr Dimma and
their lawyers will chose not to; so as to avoid undermining their own credibility and that of PwC and E &Y.

This second Application foran AfF A R @A G 61 & &dzZ33S&a0SR a I &aK2NIL Odzi Ay ¥
on the factual outcome to date and now expected to FY2015 for Employment Tribunal Judge/panel members who,

understandably, have insufficient relevant accounting, technical engineering or aerospace experience whilst meeting

the case law needs in an Employment Tribunalcase.t Ay aSy lal a2y a [ [t XcthelinB®dtionaly Q& | Y
fl g FTANY GKIFGQa& 62 NJ Ay 3- HbdshkRut i the findllpdraBraph df thed en@ikd@ddd F2 NJ Of A |
April 2007, when disclosing their Documents index in accordance with the Employment Tribunal CMD1 Order,

G Xubther, the Tribunal is not of course concerned with determining whether the alleged disclosures made by Mr

[AGGES 6SNBkI NS (GNHzS adAatt fSaa G2 SEI N thiyr&pedt, yhRissté | 1 S F A
before the Tribunal is a short issue of fact i.e. did Mr Little (to paraphrase the legislation) have a reasonable belief

that his alleged disclosures tended to show that certain legal obligations had been (or were likely to be) breached.

That will be a matter for the Tribunal to determine by reference to the evidence before it in the form of

contemporaneous documents and witness evidence.&

Brian Little 31 January 2011
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