
1 

 

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 

para 24  ñProfessional scepticism is fundamental to what auditors do. It is defined in auditing standards as “an attitude that 

includes a questioning mind, being alert to conditions which may indicate possible misstatement due to error or fraud, and a critical 

assessment of audit evidence.” and at  para 25  “It is the job of the auditor, as established by internationally agreed auditing 

standards, to challenge managementôs assertions and ensure that they are backed with evidence that is appropriate, 

supportable and capable of independent verification. It is not the auditorôs job to develop alternative views and then try to 

persuade management to adopt them in preference to theirs.ò 

 
That has not been my experience with PwC as you will read here.  tǿ/ ǇŀǊŀ уΦтн ά ΧΦΦ  Lǘ ƛǎ ƻŦ ƴƻǘŜ that the internal report also 
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 
ǇǊƻƧŜŎǘŜŘ ƛƴ ǘƘŜ 9!/ΦέΧ<which was 1285 engine units with 833 deliveries remaining for a MAC NRC asset value of circa C$44+m > Χ   
tǿ/ ǇŀǊŀ уΦту  ά 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 at least 1285 units over the life of the programme 
ending FY21 is not unreasonableέ. .  full PwC text reproduced below.                                                                                                                                            
MAC President and CEO Mr Neill management assertion to PwC in 2007 and his oral evidence on 27 July 2009 at page 8 
 

 
 
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 challenge managementôs assertions they will not act as a deterrence to fraud nor be 

able to confirm, with confidence, that a companyôs financial statements give a true and fair view.ò 

http://www.fortfield.com/casefiles/pwc-1572-spares-calculation.pdf
http://www.fortfield.com/casefiles/PwC.Written.evidence.House%20of%20Lords.November.2010.pdf
http://web.ifac.org/download/a042-2010-iaasb-handbook-isa-805.pdf
http://web.ifac.org/download/a042-2010-iaasb-handbook-isa-805.pdf
http://web.ifac.org/download/a042-2010-iaasb-handbook-isa-805.pdf
http://www.fortfield.com/casefiles/EXTRACT%20%20FROM%20PWC%20Written%20evidence%20to%20the%20House%20of%20Lords%20Economic%20Affairs%20Committee.Sept.2010.pdf
http://www.fortfield.com/casefiles/EXTRACT%20%20FROM%20PWC%20Written%20evidence%20to%20the%20House%20of%20Lords%20Economic%20Affairs%20Committee.Sept.2010.pdf
http://www.fortfield.com/casefiles/EXTRACT%20%20FROM%20PWC%20Written%20evidence%20to%20the%20House%20of%20Lords%20Economic%20Affairs%20Committee.Sept.2010.pdf
http://www.frc.org.uk/images/uploaded/documents/Discussion%20paper%20Auditor%20Scepticism%20-%20raising%20the%20bar21.pdf
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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 ς 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).   
 {Three out of four 15 year-ƻƭŘ ǎǘǳŘŜƴǘǎ ƛƴ Ƴȅ ǿƛŦŜΩǎ ƳŀǘƘǎ Ŏƭŀǎǎ ƛƴ ŀ ƭƻŎŀƭ ǎŎƘƻƻƭ ŀƭǎƻ ƛŘŜƴǘƛŦƛŜŘ ǘƘŜǎŜ ōŀǎƛŎ ƳƛǎǘŀƪŜǎ after reading that page of the 
PwC report in a few minutes, as we had also noted on 24 June 2007 on receipt of the final draft report and I addressed through aǊ bŜƛƭƭΩǎ ƻǊŀƭ 
evidence on 27 July 2009 at p62-64. As oƴŜ ǘŜŜƴŀƎŜǊΣ ǘƻ ǇŀǊŀǇƘǊŀǎŜΣ ǎŀƛŘ άǎǳǊŜƭȅ ŀ ƴŜǿ ǇƭŀƴŜ ŘŜƭƛǾŜǊŜŘ ƛƴ нлмн ǿƻǳƭŘ ǳǎŜ ǘƘŜ ƻǊƛƎƛƴŀƭ unit and not 
require its first new 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/replacement (2006 ς 2013) and minus 16 years for 2 replacements (up to 2005).  That 8.74 (a) statement is wrong. And that table at para 
8.75 is wrong too, as it multiplies both of the first two lines by two.  Mrs Little ς ǘƘŀǘ ǎŜƴǘŜƴŎŜΣ ǘƘƻǎŜ ȅŜŀǊǎ ŀƴŘ ƳǳƭǘƛǇƭƛŎŀǘƛƻƴ ŀǊŜ ŀƭƭ ǿǊƻƴƎέ}  

The result --- a totally erroneous calculated demand of 1572 units and on which PwC would in part base their 
ŎƻƴŎƭǳǎƛƻƴ ƛƴ tǿ/ ǇŀǊŀ уΦту ǘƘŀǘ ǘƘŜ άǳƴƛǘǎέ ƛƴǇǳǘǎ άƛǎ ƴƻǘ ǳƴǊŜŀǎƻƴŀōƭŜέΦ  Any rudimentary investigation by any 
professional person (never mind the άquality processέ applied by others in the firm) would know that this was simply false. 
Mr Neill  p62-64., Mr Dekker, Mr Dimma and the MAC Audiǘ /ƻƳƳƛǘǘŜŜ ƻǊ 9ϧ¸ ŦŀƛƭŜŘ ǘƻ ōǊƛƴƎ ǘƘƛǎ ǘƻ tǿ/Ωǎ ŀǘǘŜƴǘƛƻƴ.     
 

Point 2: PwC logic – failed to use aircraft in service dates  <used the supplier Tier 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 ςp11- 96 a/c:384units) ς  
elementary logic ς 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  < relying instead on Magellan management άhearsayέ>   

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 ς rather than 8 years as per the MAC/PWC assumption) before 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 ς and paragraph  8.74 (a) is 

false. When points 1, 2 and 3 are calculated properly (whilst continuing to assume the erroneous 40000 flying 

hours by MAC before repairs (& BER spares) together with the absurd PwC/FI total production unit build forecast 

equivalent to 221 A340-500/600 aircraft -882 -before production cessation in FY2015)   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   ………….(than the 1572 PwC had calculated). 

  I warned PwC about Spares & full replacements at the outset of their investigation - click here  

http://www.fortfield.com/casefiles/pwc-1572-spares-calculation.pdf
http://www.planespotters.net/Production_List/Airbus/A340/A340-600/index.php?p=1
http://www.fortfield.com/casefiles/pwc-1572-spares-calculation.pdf
http://www.fortfield.com/casefiles/pwc-1572-spares-calculation.pdf
http://www.fortfield.com/casefiles/Hearing.transcript.July.27.2009.Wordwave.professional.shorthand.COA..pdf
http://www.fortfield.com/casefiles/Hearing.transcript.July.27.2009.Wordwave.professional.shorthand.COA..pdf
http://www.fortfield.com/casefiles/pwc-1572-spares-calculation.pdf
http://www.fortfield.com/casefiles/pwc-1572-spares-calculation.pdf
http://www.fortfield.com/casefiles/Hearing.transcript.July.27.2009.Wordwave.professional.shorthand.COA..pdf
http://www.fortfield.com/casefiles/Hearing.transcript.July.27.2009.Wordwave.professional.shorthand.COA..pdf
http://www.planespotters.net/Production_List/Airbus/A340/A340-600/index.php?p=1
http://www.fortfield.com/casefiles/Canada.scan.PwC.Exhibit8.2.8.5.pdf
http://www.fortfield.com/casefiles/A340.500.600.Flight.Cycles.flight.hours.totals.to-2009.pdf
http://www.ascendworldwide.com/who-we-are/data-team
http://www.flightglobal.com/pro/what-is-pro
http://www.fortfield.com/casefiles/BRIAN%20LITTLE%20.Witness.statement.31dec.2008.pdf
http://www.fortfield.com/casefiles/BRIAN%20LITTLE%20.Witness.statement.31dec.2008.pdf
http://www.fortfield.com/casefiles/pwc-sparesandreplacements-a340.mp3
http://www.fortfield.com/casefiles/pwc-sparesandreplacements-a340.mp3
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Point 4: PwC used only ONE production build forecast <consciously ignoring 6 others, customer prodn plan, and press.>   

 
Mr Neill told the TSE/Toronto Stock market analysts on 15 August 2006 at the Q2.2006 Earnings call tƘŀǘ άIn fact, 
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.έ  
 
Furthermore, PwC, E&Y and each of the MAC Directors with my 4 Dec. 2006 letter received a dossier which contained 
DIR44ςUK TimesςhŎǘΦ нллс άEnd Looms for Airbus A340 as Emirates cancels $4bn orders” which affirmed a Flight 
article which CEO, Mr Neill and I discussed on 8 August 2006. 
 

  I told ς click- PwC that they should obtain 2/3 external market forecasts (at least 7 available) inc.Teal in PwC London 

: At the outset I told PwC about the Emirates cancellation of 18 A340 600 in late 2006 ς click ς   PwC audit Emirates.  
 
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 ς FY2021 deliveries  which records further aircraft engine  deliveries from FY2007 ς 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 I stated in my witness statement at para 224.2 that if one looks at the six other third party forecasters Χ άWhile 
they use different methodologies, none of them forecast a build of more than 150 production aircraft and I assess 
the consensus view is 135 aircraft in totalΦέΧΦ ŀƴŘ ǘƘŀǘ άΦΦ άTherefore the production run to 130 aircraft is generally 
regarded as secure (another 26 aircraft) with only speculation on the Virgin Atlantic ordersΦέ  At the outset of the PwC 
investigation  

  I told (click here) PwC that they should obtain 2/3 external market forecasts (7 available) ς including Teal Group. 
 
PwC failed to question the glaringly conflicting data available against that FI forecast. That included the ¢Ŝŀƭ άDead 
Plane Flyingέ ǘƻǘŀƭ ōǳƛƭŘ ŦƻǊŜŎŀǎǘ ƻŦ моф ŀƛǊŎǊŀŦǘ ŀǾŀƛƭŀōƭŜ in its PwC London offices (Mr Hoon Lee), whilst MAC had 
represented on 1 March 2007 production volumes for 2007 ς 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.63) the FI March/April 2007 market forecast for 2007ς2009/2015, 
which, not only did it NOT ǊŜŦƭŜŎǘ ǘƘŜ άmarket consensus -135aircraft /540 exhaust unitsέ ŀƳƻƴƎǎǘ ǘƘŜ ǇǊƻŦŜǎǎƛƻƴŀƭ 
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. I 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 I have spoken. (RAN:p85,p123).   That Airbus production plan was excluded from the PwC report.  
 
The implications of this are that the Production ǳƴƛǘǎΩ column 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) ŀƴŘ ǘƘŜƴ ǇǊƻŎŜŜŘŜŘ ǘƻ ŜȄŎƭǳŘŜ ƛǘΩǎ ǊŜǎǳƭǘǎ ŦǊƻƳ ǘƘŜ tǿ/ wŜǇƻǊǘΦ  
 
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 
ς  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.  

http://www.fortfield.com/casefiles/external_market_forecast.pdf
http://www.fortfield.com/casefiles/doc3600-WING-deliveries.pdf
http://www.fortfield.com/casefiles/times_online.pdf
http://www.fortfield.com/casefiles/MAC.Q2.2006.earnings.webcast.15.August.2006.pdf
http://www.fortfield.com/casefiles/airbus-orders-farnborough-airshow-2006-no-a340-a350-1000XWB-1883A-B.pdf
http://www.fortfield.com/casefiles/times_online.pdf
http://www.fortfield.com/casefiles/flight-international-1-august-2006-airbusoffer.pdf
http://www.fortfield.com/casefiles/flight-international-1-august-2006-airbusoffer.pdf
http://www.fortfield.com/casefiles/external-market-forecasts-teal-group-teal-group-deal-plane-flying-april2007-doc2998.mp3
http://www.fortfield.com/casefiles/external-market-forecasts-teal-group-teal-group-deal-plane-flying-april2007-doc2998.mp3
http://www.fortfield.com/casefiles/doc2999.pdf
http://www.fortfield.com/casefiles/external_market_forecast.pdf
http://www.fortfield.com/casefiles/emirates-a340-600-18-cancellation-aug-oct2006.mp3
http://www.fortfield.com/casefiles/fleet-information.pdf
http://www.fortfield.com/casefiles/magellan-annual-report-fy2006-page14-2881.pdf
http://www.fortfield.com/casefiles/MAC.Audit.Committee.30.March.2007.309U.309Y.pdf
http://www.fortfield.com/casefiles/Canada.scan.PwC.Exhibit8.2.8.5.pdf
http://www.fortfield.com/casefiles/Canada.scan.PwC.Exhibit8.2.8.5.pdf
http://www.fortfield.com/casefiles/Canada.scan.PwC.Exhibit8.2.8.5.pdf
http://www.fortfield.com/casefiles/Canada.scan.PwC.Exhibit8.2.8.5.pdf
http://www.fortfield.com/casefiles/external_market_forecast.pdf
http://www.fortfield.com/casefiles/external-market-forecasts-teal-group-teal-group-deal-plane-flying-april2007-doc2998.mp3
http://www.fortfield.com/casefiles/doc2999.pdf
http://www.fortfield.com/casefiles/doc2999.pdf
http://www.fortfield.com/casefiles/doc2999.pdf
http://www.fortfield.com/casefiles/3605E-G.pdf
http://www.fortfield.com/casefiles/3605E-G.pdf
http://www.fortfield.com/casefiles/doc3600-WING-deliveries.pdf
http://www.fortfield.com/casefiles/doc3600-WING-deliveries.pdf
http://www.fortfield.com/casefiles/Hearing.transcript.July.27.2009.Wordwave.professional.shorthand.COA..pdf
http://www.fortfield.com/casefiles/Canada.scan.PwC.Exhibit8.2.8.5.pdf
http://www.fortfield.com/casefiles/doc3600-WING-deliveries.pdf
http://www.fortfield.com/casefiles/doc3600-WING-deliveries.pdf
http://www.fortfield.com/casefiles/Hearing.transcript.July.27.2009.Wordwave.professional.shorthand.COA..pdf
http://www.fortfield.com/casefiles/magellan.A340.forecasts.14.March.2007..ppt.pptx
http://www.fortfield.com/casefiles/magellan.A340.forecasts.14.March.2007..ppt.pptx
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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 ς 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 ς 
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 ς 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:   
 
 [ŀǘŜǊΣ ǎǘǊŀƴƎŜƭȅΣ ŀǎ ȅƻǳ Ŏŀƴ ǊŜŀŘ ƛƴ aǊ bŜƛƭƭΩǎ ŜǾƛŘŜƴŎŜ ƻƴ нт Wǳƭȅ нлмм ŀƭthough the Dr Thamburaj technical 
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 flying hours ς ƛŘŜƴǘƛŎŀƭ ǘƻ ǘƘŜ άŎƻƴǎŜǊǾŀǘƛǾŜέ ŀǎǎǳƳǇǘƛƻƴ ŦƻǊ 
accounting and the PwC report.  

http://www.fortfield.com/casefiles/Canada.scan.PwC.Exhibit8.2.8.5.pdf
http://www.fortfield.com/casefiles/Canada.scan.PwC.Exhibit8.2.8.5.pdf
http://www.fortfield.com/casefiles/Canada.scan.PwC.Exhibit8.2.8.5.pdf
http://www.fortfield.com/casefiles/Canada.scan.PwC.Exhibit8.2.8.5.pdf
http://www.fortfield.com/casefiles/Canada.scan.PwC.Exhibit8.2.8.5.pdf
http://mcise.uri.edu/ghonem
http://mcise.uri.edu/ghonem
http://www.fortfield.com/casefiles/Professor.Ghonem.Little.BETA21S.emails.October.2009.p1.2.pdf
http://www.fortfield.com/casefiles/Prof.Ghonem.BETA21S.article.tests.October.2004.doc%203622.A.pdf
http://www.fortfield.com/casefiles/BRIAN%20LITTLE%20.Witness.statement.31dec.2008.pdf
http://www.fortfield.com/casefiles/Fortfield%20A340_Trent_Nacelle_Final_030309.doc
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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 ς they are surely too blatant and serious to be termed mere mistakes ς but collectively they cannot do other than 
represent a step-by-step strategy to reach a set objective ς 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 series of stepǎ ǘƘŀǘ ŎƻǳƭŘ ōŜ ǘŀƪŜƴ ǘƻ ŀŎƘƛŜǾŜ ǘƘƛǎ ǇŀǊǘƛŎǳƭŀǊ ΨǘǊǳǘƘΩ ŀƴŘ ǘƘŜ 
ŀƴǎǿŜǊ ǘƘŜȅ ŦƛǊǎǘ ǘƘƻǳƎƘǘ ƻŦΣ ōŜŎŀǳǎŜ ŜŀŎƘ ǎǘŜǇ ƛǎ ǊŜǉǳƛǊŜŘ ǘƻ ǎǘǊŜǘŎƘ ǘƘŀǘ ΨǘǊǳǘƘΩΣ ƛǘ ƛǎ ƛƳǇƻǎǎƛōƭŜ ǘƻ ōŜƭƛŜǾŜ ǘƘƛǎ ŎƻǳƭŘ ƻccur 
without a plan. This was managed and contrived. 
 
Any deconstruction of its report demonstrates professional failure on a level beyond belief and unrecognisable in the Number 1 
Ǝƭƻōŀƭ ŀǳŘƛǘƛƴƎ ŎƻƳǇŀƴȅΦ 9ȄǘǊŀƻǊŘƛƴŀǊƛƭȅΣ ŜǾŜǊȅ ǎƛƴƎƭŜ ǇƛŜŎŜ ƻŦ ƳƛǎƛƴŦƻǊƳŀǘƛƻƴ Ƴǳǎǘ ƘŀǾŜ ǇŀǎǎŜŘ tǿ/Ωǎ ƛƴǘŜǊƴŀƭ ǘƘƛǊŘ ǇŀǊǘȅ ǉǳality 
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 ς 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 
ChrƛǎǘŜƴǎŜƴ hǊŘŜǊŜŘ ǘƘŜ ŘƛǎŎƭƻǎǳǊŜ ƻŦ ǘƘƛǎ άŘǊŀŦǘέ ǊŜǇƻǊǘ ƛƴ WǳƴŜ нллтΦ  The first Exhibit in the PwC report - Exhibit 3.1 ς was my 
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. I was advised that PwC was of the view that this 
ǿŀǎ ǳƴƴŜŎŜǎǎŀǊȅ ŀƴŘ ǘƘŀǘ aǊ 5ƛƳƳŀ ŀƴŘ άthe Audit Committee is coƴŦƛŘŜƴǘ ǘƘŀǘ tǿ/Ωǎ ƛƴǾŜǎǘƛƎŀǘƛƻƴ ǿŀǎ ǘƘƻǊƻǳƎƘ ŀƴŘ 
ŎƻƳǇŜǘŜƴǘΣ ŀƴŘ ƛǎ ǇǊŜǇŀǊŜŘ ǘƻ ǊŜƭȅ ƻƴ tǿ/Ωǎ ŎƻƴŎƭǳǎƛƻƴǎ.έ  PwC failed to record in their Final Report that they had not invited me 
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” I 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    I 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.  
 
!ƭǘƘƻǳƎƘ tǿ/ ǎǘŀǘŜ ŀǘ tŀǊŀ уΦсс ǘƘŀǘ άΧΦΦ The EAC does not explicitly show further spare unit deliveriesΧΦΦέ they did have both of 
these άмфлέ documents. (RAN:p.86-88)  Notably neither of these two documents were included in the 5 Exhibits for A340 in this 
/ϷоƳҌ tǿ/ άƛƴŘŜǇŜƴŘŜƴǘ ŦƻǊŜƴǎƛŎ ǊŜǇƻǊǘέ. 
 
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.”> 
 
 and in Mr Neillôs oral evidence on 27 July 2009 to the UK Employment Tribu nal (p .66)  
 

Mr Neill  Going back to the reports I 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.ò 
 

http://www.fortfield.com/casefiles/Final%20Draft%20PWCReport.pdf
http://www.fortfield.com/casefiles/et-order-cmd4-6june2007-doc66.pdf
http://www.fortfield.com/casefiles/et-order-cmd4-6june2007-doc66.pdf
http://www.fortfield.com/casefiles/doc3002.pdf
http://www.fortfield.com/casefiles/doc3002.pdf
http://www.fortfield.com/casefiles/doc324.pdf
http://www.fortfield.com/casefiles/q1-2007earnings-MAC.pdf
http://www.fortfield.com/casefiles/doc4184-83.pdf
http://www.fortfield.com/casefiles/bill-198-v3-en.PwC.March.2005.pdf
http://www.fortfield.com/casefiles/bill-198-v3-en.PwC.March.2005.pdf
http://www.youtube.com/watch?v=t1x7kEwHyQY&feature=related
http://www.fortfield.com/casefiles/PwC.report.A340.Forensic.Deceit.pdf
http://www.pwc.co.uk/eng/issues/trust_in_business.html
http://www.cica.ca/career-development/ca-specialization/investigative-and-forensic-accounting/item9833.pdf
http://www.cica.ca/career-development/ca-specialization/investigative-and-forensic-accounting/item9833.pdf
http://www.fortfield.com/casefiles/PwC.forensic.deceit.-beyondbelief.pdf
http://www.fortfield.com/casefiles/pwc-sparesandreplacements-a340.mp3
http://www.fortfield.com/casefiles/pwc-sparesandreplacements-a340.mp3
http://www.fortfield.com/casefiles/Aeronca.16.feb.2007.schedule.at.a%20glance.comparison.pdf
http://www.fortfield.com/casefiles/3605E-G.pdf
http://www.fortfield.com/casefiles/Hearing.transcript.July.27.2009.Wordwave.professional.shorthand.COA..pdf
http://www.fortfield.com/casefiles/Canada.scan.PwC.Exhibit8.2.8.5.pdf
http://www.fortfield.com/casefiles/Canada.scan.PwC.Exhibit8.2.8.5.pdf
http://www.fortfield.com/casefiles/dekker-oral-evidence-at-a-glance.pdf
http://www.fortfield.com/casefiles/dekker-oral-evidence-at-a-glance.pdf
http://www.fortfield.com/casefiles/Hearing.transcript.July.27.2009.Wordwave.professional.shorthand.COA..pdf
http://www.fortfield.com/casefiles/Magellan.FD.T.Certification.Report.Trent500.Nozzle%20and%20plug.April%20.2003.doc3625U.3625Z.pdf
http://www.fortfield.com/casefiles/Magellan.FD.T.Certification.Report.Trent500.Nozzle%20and%20plug.April%20.2003.doc3625U.3625Z.pdf
http://www.fortfield.com/casefiles/Magellan.FD.T.Certification.Report.Trent500.Nozzle%20and%20plug.April%20.2003.doc3625U.3625Z.pdf
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Mr Little  Okay, can I try and go back to the mathematically and logically, if we go bac k to the  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   I 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 ï 
inflating potential revenues by perhaps $100m.  As I stated in my witness statement as part of para 224.4   ñé I 
considered the mathematical spares calcu lation included in the report to be at best, misguided.ò 
It was also not consistent with the much ñlower spares numbers ï ñ886ò ò in a schedule provided by MAC on 14 
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 ŀŦǘŜǊ ǊŜŀŘƛƴƎ aǊ bŜƛƭƭΩǎ email and assertion to PwC in doc 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  
Line 3 ς т  aǊ [ȅƴŎƘ v/  ά9ȄŀŎǘƭȅΣ ƎƻƻŘΣ ŀƴŘ that relates to replacement, doesn’t it, spares rather 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, 
ǘƘŀǘΩǎ ǊƛƎƘǘΣ ƛǎƴΩǘ ƛǘΚέ  
 
Line 9 ς мр aǊ [ȅƴŎƘ v/ ά²ŜƭƭΣ ōǳǘ ǘƘŀǘ ǿƻǳƭŘ ōŜ ǘƘŜ ƻōǾƛƻǳǎ ƛƴŦŜǊŜƴŎŜ ǘƻ ŘǊŀǿΣ ǿƻǳƭŘƴΩǘ ƛǘΣ ŦǊƻƳ ǿƘŀǘ 5Ǌ ¢ƘŀƳōǳǊŀƧ 
ƛǎ ǎŀȅƛƴƎΦ ¢ƘŜ ƻōǾƛƻǳǎ ƛƴŦŜǊŜƴŎŜ ǘƻ ŘǊŀǿ ƛǎ ǘƘŀǘ ǘƘŀǘ ƛǎ ǘƘŜ ǎŜǊǾƛŎŜ ƭƛƳƛǘΣ ǘƘŀǘΩǎ ǘƘŜ lifespan of the unit, and obviously, if 
the lifespan is that, then one needs a new unit when the lifespan is spent. ¢ƘŀǘΩǎ ǘƘŜ ƻōǾƛƻǳǎƭȅ ǎŜƴǎƛōƭŜ ǊŜŀŘƛƴƎ ƻŦ 5Ǌ 
¢ƘŀƳōǳǊŀƧΩǎ ŜƳŀƛƭΣ ǘƘŀǘΩǎ ǊƛƎƘǘΣ ƛǎƴΩǘ ƛǘΚέ 
 
Mr Bobbi : He is still confusing spares and repairs. 
 
Line 17 ς 20 Mr Lynch QC άL ŘƻƴΩǘ ǘƘƛƴƪ ƘŜ ƛǎΣ ŀƴŘ ǘƘŀǘΩǎ Ƴȅ ǇƻƛƴǘΦ LŦ ǿŜ ƭƻƻƪ ŀƎŀƛƴ ŀǘ Ƙƛǎ ŜƳŀƛƭ ƛǎƴΩǘ ƛǘ ǇŜǊŦŜŎǘƭȅ 
obvious that what Dr Thamburaj is saying is that that is the lifespan of the unit, that’s exactly what he says.έ 
 
Page 65 states 
Line 5 ς 16 Mr Lynch QC  ά²Ŝ ƘŀǾŜ aǊ bŜƛƭƭΩǎ ŜƳŀƛƭ ǘƻ aǊ aƻƻǊŜ ƻŦ tǊƛŎŜǿŀǘŜǊƘƻǳǎŜ/ƻƻǇŜǊǎΦ  L ƪƴƻǿ ƛǘΩǎ ŀ ōƛǘ 
compressed in its typescript.  Tribunal, of course there is a bigger version in the bundlŜΣ ƛŦ ǘƘŀǘΩǎ ŀ ōƛǘ ǎƳŀƭƭ ǘƻ ǊŜŀŘΦ  
(Pause)   <doc 3597ΧΦ ƛƴ referring to doc3605H ςAeronca estimates based on 40K life>. 
 
aǊ .ƻōōƛΣ ȅƻǳ Ŏŀƴ ǎŜŜΣ ŎŀƴΩǘ ȅƻǳΣ ƭƻƻƪƛƴƎ ŀǘ ǘƘŜ ǘǿƻ ǎǳōǎǘŀƴǘƛǾŜ ǇŀǊŀƎǊŀǇƘǎ ς it actually is a feature of both of those 
paragraphs ς that Mr Neill makes it expressly clear that Magellan is simply basing its calculations for accountancy 
purposes on spares or replacementsΣ ƘŜΩǎ ƴƻǘ ƛƴŎƭǳŘŜŘ ŀƴȅǘƘƛƴƎ ǘƻ Řƻ ǿƛǘƘ ǊŜǇŀƛǊǎέΦ 

 and on Pages 72 and 73 line 1-3 states 
Line 10 - мо aǊ [ȅƴŎƘ v/ άwƛƎƘǘΦ {ƻ ƛǘΩǎ ǇƭŀƛƴΣ ƛǎƴΩǘ ƛǘΣ ǘƘŀǘ tǿ/ ŘƛŘ ƛƴŘŜŜŘ ŜȄŀƳƛƴŜ ŀƴŘ ŀŎŎŜǇǘŜŘ ŦƻǊ ŀŎŎƻǳƴǘŀƴŎȅ 
pǳǊǇƻǎŜǎΣ ǘƘŜ ǾŀƭƛŘƛǘȅ ƻŦ 5Ǌ ¢ƘŀƳōǳǊŀƧΩǎ ŎŀƭŎǳƭŀǘƛƻƴǎΣ ȅŜǎΚέ  
 
aǊ .ƻōōƛ  άbƻΣ ǘƘŀǘΩǎ ƴƻǘΦ .ŜŎŀǳǎŜ ŀ ŎƻƳǇƻƴŜƴǘ Ƙŀǎ ŀ άƭƛŦŜǎǇŀƴέ ŘƻŜǎ ƴƻǘ ƳŜŀƴ ƴŜŎŜǎǎŀǊƛƭȅ ƛǘ ǿƛƭƭ ōŜ ǊŜǇƭŀŎŜŘ ōȅ 
something new, it can be repairedΦέ 
 
aǊ [ȅƴŎƘ v/    ά¸ŜǎΦ ²ŜƭƭΣ ƴƻΣ L ǘƘƛƴƪ ǘƘŜ ǿƘƻƭŜ Ǉƻƛƴǘ ƛǎ ǘƘƛǎΣ ƛǘΩǎ ƴƻǘΣ Dr Thamburaj’s point was not a question that 
they will need repairs after that periodΣ 5Ǌ ¢ƘŀƳōǳǊŀƧΩǎ Ǉƻƛƴǘ ǿŀǎ ŀǊƻǳƴŘ плΣллл ŦƭȅƛƴƎ ƘƻǳǊǎ ǿŀǎ ƛƴŘŜŜŘ ǘƘŜ ƭƛŦŜǎǇŀƴ 
of the unit. That after that, it’s lifespan was spent and should be replaced. ¢Ƙŀǘ ǿŀǎ ǘƘŜ ǇƻƛƴǘΦέ 

http://www.fortfield.com/casefiles/pwc-1572-spares-calculation.pdf
http://www.fortfield.com/casefiles/pwc-1572-spares-calculation.pdf
http://www.fortfield.com/casefiles/pwc-1572-spares-calculation.pdf
http://www.fortfield.com/casefiles/pwc-1572-spares-calculation.pdf
http://www.fortfield.com/casefiles/pwc-1572-spares-calculation.pdf
http://www.fortfield.com/casefiles/pwc-1572-spares-calculation.pdf
http://www.fortfield.com/casefiles/pwc-1572-spares-calculation.pdf
http://www.fortfield.com/casefiles/pwc-1572-spares-calculation.pdf
http://www.fortfield.com/casefiles/magellan.A340.forecasts.14.March.2007..ppt.pptx
http://www.fortfield.com/casefiles/magellan.A340.forecasts.14.March.2007..ppt.pptx
http://www.fortfield.com/casefiles/Hearing.transcript.Mark.Bobbi..June%208.2009.doc
http://www.fortfield.com/casefiles/Hearing.transcript.Mark.Bobbi..June%208.2009.doc
http://www.fortfield.com/casefiles/doc3597.pdf
http://www.fortfield.com/casefiles/doc3597.pdf
http://www.fortfield.com/casefiles/magellan.A340.forecasts.14.March.2007..ppt.pptx


7 

 

  

  
 
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.                                              

http://www.fortfield.com/casefiles/doc3597.pdf
http://www.fortfield.com/casefiles/magellan.A340.forecasts.14.March.2007..ppt.pptx
http://www.fortfield.com/casefiles/magellan.A340.forecasts.14.March.2007..ppt.pptx
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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 (-  end of the line etc at 135 a/c as I had indicated in my interview in January 

2007) and a second option (bottom ) with 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)  

 
 

 
 

 

and in Mr NeilƭΩǎ ƻǊŀƭ ŜǾƛŘŜƴŎŜ ƻƴ нт Wǳƭȅ нллф at p.116 re his email on 29 March 2007 (p5) & 14 March  forecast (p6)   
 

http://www.fortfield.com/casefiles/magellan.A340.forecasts.14.March.2007..ppt.pptx
http://www.fortfield.com/casefiles/Hearing.transcript.July.27.2009.Wordwave.professional.shorthand.COA..pdf
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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 ò and just 

above that ñto provide a margin of safety John Furbayôs analysis used  

40000 hours as the useful lifeò --   and is equivalent to 800 units, 

as calculated. And I would concur with that cal culation on that 

basis, as I have done in case 4B. ( this  email at P6 refers to doc 3605H at P7)   

 

Mr Neill : I would, sorry, I would, in response, I would su ggest  that we're in a 

new paragraph in this email, we're talking about spares and repairs 

and we're talking about  life in relation to spares and repairs. I 

don't know how PwC interpreted this, but I 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    

and I  can't éééééééééééé.. 

 

Mr Neill    

 

: I 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 I 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 I didn't go back and check in 

detail every calculation that followed that.   All I 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 I 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 at p7 above dated 14 March 2007 )  

http://www.fortfield.com/casefiles/magellan.A340.forecasts.14.March.2007..ppt.pptx
http://www.fortfield.com/casefiles/magellan.A340.forecasts.14.March.2007..ppt.pptx
http://www.fortfield.com/casefiles/magellan.A340.forecasts.14.March.2007..ppt.pptx
http://www.fortfield.com/casefiles/magellan.A340.forecasts.14.March.2007..ppt.pptx
http://www.fortfield.com/casefiles/magellan.A340.forecasts.14.March.2007..ppt.pptx
http://www.fortfield.com/casefiles/magellan.A340.forecasts.14.March.2007..ppt.pptx
http://www.fortfield.com/casefiles/magellan.A340.forecasts.14.March.2007..ppt.pptx
http://www.fortfield.com/casefiles/magellan.A340.forecasts.14.March.2007..ppt.pptx
http://www.fortfield.com/casefiles/magellan.A340.forecasts.14.March.2007..ppt.pptx
http://www.fortfield.com/casefiles/doc3597.pdf
http://www.fortfield.com/casefiles/doc3597.pdf
http://www.fortfield.com/casefiles/magellan.A340.forecasts.14.March.2007..ppt.pptx
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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:   I hear what you say but I want to make a note of it. I suggest that 

you are lying in the email.  Not anywhere else, but in that email . 

That's what's been suggested to y ou, I think  t hat that's a lie.  

 

 

Mr Little 

Mr Edwards      

 

Mr Little           

Mr Edwards       

Mr Little           

 

Mr Edwards      

 

 

 

Mr Little  

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

The financial statements that E&Y rely on are produced by management 

²ƘŜƴ ȅƻǳǊ ŀǳŘƛǘƻǊǎ ғǎƛƎƴҔ ǎǘŀǘŜƳŜƴǘǎ ǘƘŜȅ ƘŀǾŜ ŘƻƴŜ ŀ ǘƘƻǊƻǳƎƘ ŘŜǘŀƛƭŜŘ ǊŜǾƛŜǿΦ 5ƛǊŜŎǘƻǊǎ ŎŀƴΩt get 
ƛƴǘƻ ŘŜǘŀƛƭǎ ŀƴŘ ǊŜƭȅ ƻƴ ǇǊƻŦŜǎǎƛƻƴŀƭǎΦ DƛǾŜƴ ȅƻǳǊ ǎŜƴǎƛǘƛǾƛǘȅ ŀƴŘ ǎƛƴŎŜ ȅƻǳΩǾŜ ƎƻƴŜ ǿŜ ƘŀǾŜ ƎƻƴŜ 
through due diligence and we have to rely on them.  And shortly later 

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

No 

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  

<BL Observation ς  (4)  (Note:A340 significiance to MAC finances as the largest asset for cash recovery in MAC Balance Sheet & my 
email to Mr Edwards (and Mr Dimma) ƛƴ {ŜǇǘΦ нллт ǿƛǘƘ !опл ƛƭƭǳǎǘǊŀǘƛǾŜ ŜȄŀƳǇƭŜǎ ƻƴ tǿ/ άŦƛƴŘƛƴƎǎ ƻŦ ŦŀŎǘέ ƻƳƛǎǎƛƻƴǎκŜǊǊƻǊǎ 
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 ςUK Times articleς ну hŎǘΦ нллс ά9ƴŘ [ƻƻƳǎ ŦƻǊ !ƛǊōǳǎ !опл ŀǎ 9ƳƛǊŀǘŜǎ ŎŀƴŎŜƭǎ Ϸпōƴ 
ƻǊŘŜǊǎέ.  See also Website Part D Exhibits 8.1-8.4 and related oral evidence.> 

 

It is reduced.  The orders position has reduced.   Do you see why I continued to be concerned that 
ȅƻǳΩǊŜ ƴƻǘ ŀǿŀǊŜ ǘƘŀǘ ƳŀƴŀƎŜƳŜƴǘ ƘŀǾŜ ƳƛǎǊŜǇǊŜǎŜƴǘŜŘΣ ƳƛǎƭŜŘ ŀƴŘ ōŜŜƴ ǳƴǘǊǳǘƘŦǳƭ ǘƻ ǘƘŜ ǇǳōƭƛŎ ŀƴŘ 
to the auditors, and PwC have not included any documents that would undermine this? 

Judge  

 

Mr Edwards  

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 I take some offence at that. My view of Mr Neill, Mr Dekker, Mr 
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 ς 
one can always point to a number of variables. Economy has slowed down, have to look at the 
pricing/cost forecast. WŜ ŘƻƴΩǘ ƘŀǾŜ ǘƘŜ ǎƪƛƭƭ ǎŜǘ ǘƻ ŦƻŎǳǎ ƻƴ ǘƘƛǎ ƻƴŜ ƛǎǎǳŜΦ  PwC/EY would also look at 
revenue/costs.                                  <Observation : See PwC table 8.62 for that revenue/price analysis>   

  

http://www.fortfield.com/casefiles/doc3602.pdf
http://www.fortfield.com/casefiles/cd2-letter-edwards-11sep2007.pdf
http://www.fortfield.com/casefiles/cd2-letter-edwards-11sep2007.pdf
http://www.fortfield.com/casefiles/cd2-letter-edwards-11sep2007.pdf
http://www.fortfield.com/casefiles/director_letter_dec06.pdf
http://www.fortfield.com/casefiles/director_letter_dec06.pdf
http://www.fortfield.com/casefiles/times_online.pdf
http://www.fortfield.com/casefiles/times_online.pdf
http://www.fortfield.com/casefiles/doc3096.pdf
http://www.fortfield.com/casefiles/pwc-table-8.62.pdf
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Mr Little 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 immediately to the Chief Executive Officer of Magellan or 
the chairman of the Audit Committee of the Board. Making false or misleading statements to external 
auditors can be a criminal act that can result in severe penalties. No employee may directly or indirectly 
ǘŀƪŜ ŀƴȅ ŀŎǘƛƻƴ ǘƻ ŦǊŀǳŘǳƭŜƴǘƭȅ ƛƴŦƭǳŜƴŎŜΣ ŎƻŜǊŎŜΣ ƳŀƴƛǇǳƭŀǘŜ ƻǊ ƳƛǎƭŜŀŘ aŀƎŜƭƭŀƴΩǎ ƛƴŘŜǇŜƴŘŜƴǘ ǇǳōƭƛŎ 
ŀǳŘƛǘƻǊǎ ŦƻǊ ǘƘŜ ǇǳǊǇƻǎŜ ƻŦ ǊŜƴŘŜǊƛƴƎ aŀƎŜƭƭŀƴΩǎ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ ƳƛǎƭŜŀŘƛƴƎΦέ 

Mr Edwards LǘΩǎ ŀ ǇƻǿŜǊŦǳƭ ǎǘŀǘŜƳŜƴǘ ŀƴŘ ŎƻǊǊŜŎǘ  

Mr Little  I had discussions ς PD22 - on 8/9 August, with you and Mr Neill ς PD 23 ς on 10 August, and -PD24 ς on 
14 September 2006 with Mr Dekker.  Did you know it is my view that a substantive element of why I 
was dismissed was because I was going to expose there would be a requirement for substantial write-
ƻŦŦ ƛƴ нллс ŀƴŘ aǊ bŜƛƭƭ ŘƛŘƴΩǘ ǿŀƴǘ ǘƘŀǘ ǘƻ ƘŀǇǇŜƴ ƻƴ Ƙƛǎ άǿŀǘŎƘέΣ ŀƴŘ ǘƘŀǘ ƛǎ ǇŀǊǘ ƻŦ ǿƘŀǘ ƘŜ ŀƴŘ aǊ 
Dekker used to remove me? 

Mr Edwards  I have no reason to believe ς LΩǾŜ ǎŜŜƴ ƴƻ ŜǾƛŘŜƴŎŜΦ aǊ 5ŜƪƪŜǊ ŀƴŘ aǊ beill do the right things. My view 
ƛǎ ǘƘŜǊŜΩǎ ƴŜǾŜǊ ōŜŜƴ ŀƴȅ ŎƻƴƴŜŎǘƛƻƴ ǘƻ ȅƻǳǊ ŘƛǎƳƛǎǎŀƭΦ 

Mr Little No further questions 

Mr Lynch  No re-examination 

  
Part B : Oral evidence from Mr Dekker on 10 June 2009. (p133+) 
 
Judge If the Q4 2006 EAC had continued with the underlying gross loss of 5.22 million <as per the Q2.2006 

EAC> 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? 

Mr Dekker Yes. 
Mr Little  Right 
Mr Dekker But -- 
Judge  But -- 
Mr Lynch  Yes, please. 
Mr Dekker  But it's based on a lot of presumptions. 
Judge Right. 
Mr Dekker 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. 
Mr Little Can I 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, I think, sir.  

Judge  ¸ŜǎΧΦΦ ǿŜ ƘŀǾŜ ƛǘ  

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

Mr Dekker 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 

http://www.fortfield.com/casefiles/Hearing.transcript.Dekker.June.10.2009.doc
http://www.fortfield.com/casefiles/Nov2007%20Transcript-highlighted.SS.PU.RAN.Andrew.Edge.Barrister.notes.pdf
http://www.fortfield.com/casefiles/doc1830.pdf
http://www.fortfield.com/casefiles/doc1830.pdf
http://www.fortfield.com/casefiles/doc1831.pdf
http://www.fortfield.com/casefiles/doc1831.pdf
http://www.fortfield.com/casefiles/doc1831.pdf
http://www.fortfield.com/casefiles/doc1831.pdf
http://www.fortfield.com/casefiles/doc1830.pdf
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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 relevance to the Q2.2006 
A340-500/600  EAC of ($5.2m) etc etc) 

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, I can't say that 
this is the primary document but I 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 I 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, I would expect nothing different. 

Mr Little Right, and sir, just for factual record, in the final report at paragraph 8.61, PwC, 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,  
Mr bŜƛƭƭ ŀƴŘ aǊ 5ŜƪƪŜǊ ƘŀŘ ŀƴȅ ƭŜƎƛǘƛƳŀǘŜ ōŀǎƛǎ ŦƻǊ ƳŀƪƛƴƎ ŀ ŘŜŎƛǎƛƻƴ ǘƘǊƻǳƎƘ άaŀƴŀƎŜƳŜƴǘ ƻǾŜǊǊƛŘŜέ  to move to 
ŀƴ ǳƴŘƻŎǳƳŜƴǘŜŘ ά!опл -500/600 EAC program break-ŜǾŜƴέ ŀǎΣ ǘƻ ǉǳƻǘŜ aǊ 5ŜƪƪŜǊ ŀōƻǾŜΣ ǘƘŜ άƳƻǎǘ ǊŜŀǎƻƴŜŘ ǾƛŜǿ 
ŀƴŘ Ƴƻǎǘ ƭƛƪŜƭȅ ƻǳǘŎƻƳŜέΦ  
 
(1) Number of units  :  production volumes were reducing in the near term ς FY2007 - FY2009 , a A350-1000 XWB 

product had just been announced by Airbus in July 2006 at the Farnborough Airshow, (with no A340-500/600 
orders) 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 ς recorded - !опл слл ά¢ǊŀǎƘŜŘέ). With these facts and 
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 revealing is aǊ bŜƛƭƭΩǎ ŎƻƳƳŜƴǘŀǊȅ ƻƴ мр !ǳƎǳǎǘ нллс 
during the Q2.2006 earnings webcast ςpages 1 & 2  after my A340.PD22 and PD23 but before my termination) in 
which he set out his perspective in what we heard /can read on the Boeing success ς άLƴ .ƻŜƛƴƎΩǎ ŎŀǎŜ  -- 
different story. The story of the quarter was the strength of the order book for the Boeing 787 that built through 
that period but also for the Boeing 777 as well. 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 AirshowΦέ  

    
(2) Prices per unit      :  Mr Edwards (12 Aug) and Mr Dekker (11 Aug)  ƘŀŘ Ƨǳǎǘ ŀǇǇǊƻǾŜŘ aǊ .ǳǘȅƴƛŜŎΩǎ .!Ch ŦƻǊ 

settlement with Aircelle on 11/14 August 2006 which had LOWER pricing (e.g. $179,623 in FY2006)  than in our 
Q2.2006 EAC ($181,170 in FY2006) and 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 
$5.2m gross losses in our Q2.2006 EAC document and was in the best interests of non-management MAC 
ordinary shareholders.< Read here my analysis on A340 management assertion on pricing/revenues at Q4.2006>  

    

http://www.fortfield.com/casefiles/doc1831.pdf
http://www.fortfield.com/casefiles/doc1831.pdf
http://www.fortfield.com/casefiles/doc1831.pdf
http://www.fortfield.com/casefiles/doc1831.pdf
http://www.fortfield.com/casefiles/doc1831.pdf
http://www.fortfield.com/casefiles/doc3600-WING-deliveries.pdf
http://www.airbus.com/en/presscentre/pressreleases/press-release/?tx_ttnews%5Bcat%5D=152&tx_ttnews%5BpS%5D=1151704800&tx_ttnews%5BpL%5D=2678399&tx_ttnews%5Barc%5D=1&tx_ttnews%5Btt_news%5D=579&tx_ttnews%5BbackPid%5D=1683&cHash=9f6c003dab
http://www.airbus.com/en/presscentre/pressreleases/press-release/?tx_ttnews%5Bcat%5D=152&tx_ttnews%5BpS%5D=1151704800&tx_ttnews%5BpL%5D=2678399&tx_ttnews%5Barc%5D=1&tx_ttnews%5Btt_news%5D=579&tx_ttnews%5BbackPid%5D=1683&cHash=9f6c003dab
http://www.fortfield.com/casefiles/doc2291.pdf
http://www.fortfield.com/casefiles/MAC.Q2.2006.earnings.webcast.15.August.2006.pdf
http://www.fortfield.com/casefiles/MAC.Q2.2006.earnings.webcast.15.August.2006.pdf
http://www.fortfield.com/casefiles/butyniec-11aug-letter-aircelle.pdf
http://www.fortfield.com/casefiles/butyniec-11aug-letter-aircelle.pdf
http://www.fortfield.com/casefiles/doc1830.pdf
http://www.fortfield.com/casefiles/doc1830.pdf
http://www.fortfield.com/casefiles/BL%20Escalation%20pricing%20Q2%20Q4%202006%20models%20after%20docs.1830A.1831A.disclosed.xls
http://www.fortfield.com/casefiles/pwc-table-8.62.pdf
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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$2734K> 

 
This Neill/Dekker Management over-ǊƛŘŜέ ŘŜŎƛǎƛƻƴ ƻŦ άȊŜǊƻ ƭƻǎǎŜǎέ ǿŀǎ ǘƘŜƴ ǇǳōƭƛǎƘŜŘ ƛƴ ǘƘŜ vнΦнллс ŜŀǊƴƛƴƎǎ 
statement on 14 August 2006 to the TSE etc and in subsequent financial statements.   Which themselves were then 
certified in aǊ bŜƛƭƭΩǎ vнΦнллс and aǊ 5ŜƪƪŜǊΩǎ vнΦ2006 quarterly certificates when publicly filed with SEDAR ς 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 I did not attend) for that Q2.2006 meeting also record 
at Point 5 in the Private Session with Ernst & Young ά ΦΦ ǘƘŀǘ aǊ [ƛƴǎŘŜƭƭ ƻŦ 9ϧ¸ ƘŀŘ Χέonly received the financial 
statements and the MD&A at the meetingέΦ tǿ/ ŎƻǊǊŜŎǘƭȅ ǊŜŎƻǊŘŜŘ ƛƴ ǘƘŜ Cƛƴŀƭ 5ǊŀŦǘ ǊŜǇƻǊǘ ŀǘ ǇŀǊŀ уΦсм ǘƘŀǘ ά.Ǌƛŀƴ 
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 I told PwC ŀǘ ǘƘŜ ǎǘŀǊǘ ƻŦ ǘƘŜƛǊ άƛƴŘŜǇŜƴŘŜƴǘ 
ŦƻǊŜƴǎƛŎ ƛƴǾŜǎǘƛƎŀǘƛƻƴέ ƻƴ нф WŀƴǳŀǊȅ нллт <when the MAC ordinary share was valued at C$16 each and MAC market capitalisation on 

the TSE was  approximately C$300m or broadly equal to the Balance Sheet άǎƘŀǊŜƘƻƭŘŜǊέ book value> that 
   Airbus A340 series production in Toulouse is complete  
  I warned PwC about Spares & full replacements  
  I told PwC that they should obtain 2/3 external market forecasts   (at least 7 others available) 
  I 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 ςUK Times articleς ну hŎǘΦ нллс άEnd Looms for Airbus A340 as Emirates cancels $4bn orders”.                           

  “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)  ŀ ǇǊƻƎǊŀƳ ƎǊƻǎǎ ƳŀǊƎƛƴ άōǊŜŀƪŜǾŜƴέ  to actual financial losses and  
     (3)  create a future cash deficiency / non-recovery in the internal and public reporting                                                           

(MAC 5 year strategic planning base -  Sales revenues / cash projections of C$100m +) 
 
TƘŜ άƛƴŘŜǇŜƴŘŜƴǘ ŦƻǊŜƴǎƛŎέ tǿ/ Cƛƴŀƭ 5ǊŀŦǘ LƴǾŜǎǘƛƎŀǘƛǾŜ wŜǇƻǊǘ ƛƴǘƻ !ǊŜŀǎ ƻŦ /ƻƴŎŜǊƴ wŀƛǎŜŘ ōȅ aǊ .Ǌƛŀƴ [ƛǘǘƭŜ Υ 
Executive Summary circulated to the Board of Directors at MAC ς relied on above in the Magellan Aerospace May 
2007 earnings statement - at PwC paragraph 2.40 (doc 605/606) recorded 
 

άFinancial 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.   Accounting adjustments made with insufficient supporting analysis and documentation;  
2.   Inadequate understanding or documentation of balance sheet provisions and insufficient documentation of 

 the decision to release certain provisions  

 

http://www.fortfield.com/casefiles/doc2021.pdf
http://www.fortfield.com/casefiles/doc2179.pdf
http://www.fortfield.com/casefiles/doc2179.pdf
http://www.fortfield.com/casefiles/cert-neill-q22006.pdf
http://www.fortfield.com/casefiles/cert-dekker-q22006.pdf
http://www.fortfield.com/casefiles/doc268.pdf
http://www.fortfield.com/casefiles/doc268.pdf
http://www.fortfield.com/casefiles/doc268.pdf
http://www.fortfield.com/casefiles/airbus-a340-series-production-toulouse.mp3
http://www.fortfield.com/casefiles/pwc-sparesandreplacements-a340.mp3
http://www.fortfield.com/casefiles/external-market-forecasts-teal-group-teal-group-deal-plane-flying-april2007-doc2998.mp3
http://www.fortfield.com/casefiles/doc2999.pdf
http://www.fortfield.com/casefiles/emirates-a340-600-18-cancellation-aug-oct2006.mp3
http://www.fortfield.com/casefiles/emirates-a340-600-18-cancellation-aug-oct2006.mp3
http://www.fortfield.com/casefiles/times_online.pdf
http://www.fortfield.com/casefiles/a340-cost-price-problems-q2-2006-butyniec-11-14august2006.mp3
http://www.fortfield.com/casefiles/a340-cost-price-problems-q2-2006-butyniec-11-14august2006.mp3
http://www.fortfield.com/casefiles/pwc.report.para2.38-2.41.mac.financial.control.poor.pdf
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3.  A lack of awareness of the program accounting requirements under either Canadian or UK GAAPΧ 
  
4. Poor control over individual projects from an accounting perspective. Project sales volumes, revenues and 

costs are not reviewed with sufficient frequency or rigourΦέ  
 

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 asked the PwC partner ǘƻ ǊŜƳƻǾŜ ŀƭƭ ƻŦ ǘƘŜǎŜ ŦƛƴŘƛƴƎǎ ŀǎ ǇŀǊǘ ƻŦ ǘƘŜƛǊ άŜŘƛǘƛƴƎέ ƻŦ ǘƘŜ Cƛƴŀƭ wŜǇƻǊǘΦ  
PwC alsƻ ǊŜƳƻǾŜŘ ǇŀǊŀƎǊŀǇƘ уΦрл ǿƘƛŎƘ ƘŀŘ ǎǘŀǘŜŘ άThe EAC calculation therefore requires many estimates by 
ƳŀƴŀƎŜƳŜƴǘΦ tǿ/Ωǎ ŜȄǇŜǊƛŜƴŎŜ ǿƛǘƘ ŀŎŎƻǳƴǘƛƴƎ ǇǊŀŎǘƛŎŜǎ ŀƴŘ ƎƻǾŜǊƴŀƴŎŜ ǿƛǘƘƛƴ ǘƘŜ ŀŜǊƻǎǇŀŎŜ ƛƴŘǳǎǘǊȅ ƛǎ ǘƘŀǘ ǘƘŜǎŜ 
estimates and key assumptions should be reǾƛŜǿŜŘ ƻƴ ŀǘ ƭŜŀǎǘ ŀ ǉǳŀǊǘŜǊƭȅ ōŀǎƛǎΦέ though the substance remained at 
paragraph 8.38 ς which of course is relevant to the A340 accounting at Q2.2006, Q3.2006 and the end of year FY2006.  
 
In fact Mr Dimma (MAC Chair of the Audit Committee) told the UK public court in his evidence, that following his own 
άƛƴǘŜǊƴŀƭ ƛƴǾŜǎǘƛƎŀǘƛƻƴέ ŀƴŘ ǊŜǇƻǊǘ ƛƴ ƭŀǘŜ нллс --- ǿƘƛŎƘ ŦƻǳƴŘ άthe matters you were raising were historic” and that 
tƘŜǊŜ ƛǎ άno substance to the purported concernsέ      --- ƘŜ ƛƴǎǘǊǳŎǘŜŘ tǿ/ ǘƻ ŎŀǊǊȅ ƻǳǘ ŀƴ άƛƴŘŜǇŜƴŘŜƴǘ ŦƻǊŜƴǎƛŎ 
ƛƴǾŜǎǘƛƎŀǘƛƻƴέΣ ŀŦǘŜǊ L ƘŀŘ ƳŜǘ 9ϧ¸ ƛƴ 5ŜŎŜƳōŜǊ нллсΣ ŀǎ ƛƴ Ƙƛǎ ǾƛŜǿ  "auditors are extremely risk averse".   
 
It is also significant to me and others that despite his apparent dismissal of my views in 2006, Mr Dimma saw fit to 
ǇŜǊǎƻƴŀƭƭȅ ŎƘŀƛǊ ǘƘŜ tǿ/ ƛƴǾŜǎǘƛƎŀǘƻǊȅ ǇǊƻŎŜǎǎ ƛƴ нллтΣ ŘŜǎŎǊƛōŜŘΣ L ǊŜƳƛƴŘ ȅƻǳΣ ŀǎ άƛƴŘŜǇŜƴŘŜƴǘέ ƛƴ ƻǊŘŜǊΣ L ǎǳǎǇŜŎǘΣ 
to retain control over its conclusions.  
  
The Canada CICA.IFA Standard Practices at 600.04 published in November 2006 ǎǘŀǘŜǎ ǘƘŀǘ ǘƘŜ άIFA practitioners 
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 I 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 ς 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 I would have been responsible for coordinating in August/September 2006  -  i.e FY2007 ς 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 ς not repairs- which is stated and has been included in that MAC five 
year plan from FY2011 ς 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. 2010 (which completes Airbus Toulouse aircraft production at a total A340-500/600  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 clicking Airbus that all the 110 exhaust system units for the 
Aircelle/Airbus assembly line production have been installed and delivered in the final A340-600 - Iberia Airways - 
aircraft (MSN1122) and VIP A340-500 State of Kuwait (MSN1102) customers.   With no aircraft production in 2011 I 
predict a single figure for spares whilst there will be some 50ς60 spares (not repairs) in the period FY2011ςY2015. > 

http://www.fortfield.com/casefiles/doc3891.pdf
http://www.fortfield.com/casefiles/doc3891.pdf
http://www.fortfield.com/casefiles/dimma-nov-17-2006.pdf
http://www.fortfield.com/casefiles/dimma-nov-17-2006.pdf
http://www.fortfield.com/casefiles/Canada.CICA.IFS.Standard%20Practices.November.2006.pdf
http://www.fortfield.com/casefiles/Canada.CICA.IFS.Standard%20Practices.November.2006.pdf
http://www.fortfield.com/casefiles/Neill.evidence.Airbus%202010-2014.plans.Neill.Dekker.certs.etc..doc
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 In my Closing Submissions I 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 l/l 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 units) and a retroactive 

price adjustment in respect of Q1 and Q2.2008 totalling C$5.5m (during which MAC delivered 25  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 exhaust units  : MAC  Q4.2006EAC = 162 : 3605C=124(P116/S8): 3605H= 81 (P0/S81)  

     

Actual MAC  deliveries in period FY 2007 ï FY2010 = 121  (P110/S11) exhaust units  (BL ï P126/S25) 

Q4.2006 EAC (doc 1831A)  in the period FY2007 ï 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 I was materially wrong then MAC had an opportunity to disclose this information so as to explain the 
latest status and, if I had been wrong, to undermine my credibility.   I 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 for an AfŦƛŘŀǾƛǘ ǿŀǎ ǎǳƎƎŜǎǘŜŘ ŀǎ ŀ ǎƘƻǊǘ Ŏǳǘ ƛƴ ŦǳǊǘƘŜǊ ǳƴŘŜǊǇƛƴƴƛƴƎ Ƴȅ άǊŜŀǎƻƴŀōƭŜ ōŜƭƛŜŦέ 
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 Tribunal case. tƛƴǎŜƴǘaŀǎƻƴǎ [[tΣ aŀƎŜƭƭŀƴΩǎ ¦Y ƭŀǿȅŜǊǎ  ς the international 
ƭŀǿ ŦƛǊƳ ǘƘŀǘΩǎ ǿƻǊƪƛƴƎ ƘŀǊŘ ǘƻ ƳŀƪŜ ƛǘ ŜŀǎƛŜǊ ŦƻǊ ŎƭƛŜƴǘǎ -, also set out in the final paragraph of their email dated 4 
April 2007, when disclosing their Documents index in accordance with the Employment Tribunal CMD1 Order,  
άΧΦFurther, the Tribunal is not of course concerned with determining whether the alleged disclosures made by Mr 
[ƛǘǘƭŜ ǿŜǊŜκŀǊŜ ǘǊǳŜ ǎǘƛƭƭ ƭŜǎǎ ǘƻ ŜȄŀƳƛƴŜ ŀƴŘ ƳŀƪŜ ŦƛƴŘƛƴƎǎ ƛƴ ǊŜƎŀǊŘ ǘƻ aŀƎŜƭƭŀƴΩǎ ōǳǎƛƴŜǎǎΦ  In this respect, the issue 
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.έ 
 
Brian Little         31 January 2011 

http://www.pinsentmasons.com/
http://www.pinsentmasons.com/
http://www.fortfield.com/casefiles/Charles.Rae.4.April.2007.CMD1.documents.disclosure.PwC.pdf
http://www.fortfield.com/casefiles/Charles.Rae.4.April.2007.CMD1.documents.disclosure.PwC.pdf
http://www.fortfield.com/casefiles/et-order-cmd1-4april2007.pdf

