ATEIEIN G

ven/

MLJ:& Qo
o B

P.Q. Box 7707

The Beeing Company
Senttie, WA 981242207 [};

June 1, 2007

Mr. Dan Zanatta, Boeing Key Account Executive
Magellan Aerospace tion

3160 Derry Road East

Mississauga, ON L4T 149

Subject: Ellanef/Magellan Contract Negoﬂations/Extension
Referenca: Attachment (a) General Terms of Agreement
Dear Dan,

agreement, Boeing agrees to modify and extend-the current contract from
8/1/07 to 12/31/12 and wil pay a total price adjustment of $15,420,913 to
Ellanef over current pricing levels, $12,587,698 ta be paid between 8+ /07

and 12/31/09; $2,833,215 to be paid between 1/1/10 to 12/31/12. _Boein
has agreed to strueture the m;g'

Wi agellanan anef's request (ref, the attached term sheet) with high
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In addition to the above and the attached Terms of Agreement,
Magellan/Elian

Please acknowledge your acceptance of this offer In writing. On receipt of
your acceptance Boeing will begin the process of developing the appropriate
amendments to the contractual documentation.

All contract pricing, terms, and conditions become final upon amending the
Master Program Contract.

e Rootjes

Sr. Manager
Cc/scCs
The Boeing Company
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General Terms of Agreement
371

A Bochgawmtorevisehepﬁceforkhaum:

B. Any EFs price increases or alternative actuator pricing will ba paid by Boeing
Incomorated inin the kit price as incurred,

The above prices would then be held firm for ail deilveries during the period June 1, 2007 (o Dec. 31, 2012 except =
that the prices ars subject 1o further price adpustments (RAMVAC) per the following condifions- 2}

= Mandatory enghheering changes
- Cost hcrouea/docnases on/for mutually sslected co"monenls/conmocmies and sll Boeing thirg p

8gresments such as VSMPO, Shyitz Steel, TMX, Eldec, RBC, EFS (TASA-v) eic., to be defined and
incorporated into the Master Contract,

37 alnte r Pa

currant contract price of $1,098 except that it will be Subject Io pricg adjustments (RAMVAC) on mutually
agreed upon componentsleonvnodmn. To be defined and Incorporated Into the Mastsr Contract.

B. PN 273A4701.3/4 Mechanical Assy. Boeing to terminate with Ellanef on December 31, 2007 or later, to be i
mutually agreed UPON to faclitate @ smooth Cutover.

(9S4

747 & 767 Commﬂtl :‘?

- Boeing wil] define and provide Ellanef With their totay Production requirements through Dec,31, 2009 Boeln

g

10 work with Ellanef on a byng & ship agreemani with the intent of Providing Ellanef an opportunity to bulid )
In lerger batch sizes Bnd to ship early 1o current contract requiremnents. in regards to the 767, any new or

additional orders requesied after the date of this sgreement will be subject to re-quotation,

kY
B.The 747 & 767 SOW wil require amended pricing for spares effective Jung 1, 2007. _ f"‘,)
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777 Components
A. P/N 181W0220-1, P/N 181W8B000-8 and 161W6E018.1 current pricing to be heid firm through Decamber 31,
2012 at the cu! prices except that they will be subject to price adjustments (RAMVAC) on

Notes: (1) Rates and factors affecting the contract extencion wifl be ravised and nogotinted accordingly,

(2) Contract will be amended and new pricing wiit be paid y N &igning of contract amendmant
5/1/07 -~ 12131112 * See attached h“.l/,mt/’ ,32;

f:) Ellanef further agrees to comply with the Boelng nium Revert Program,

Dats [4/7£ 07
Omﬁéés’ﬁé

Date _ d’ /BA7

y Manufacturing Corp.
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Elianef Contract Adjustment June 2007 through 2009 R
Follow-on 17172010 through 12312012
~n
Uniu Unm ums Units Units >
I37 MLG Asgy i1 ,e. 1 12 .
180A0100-908 MLG Assy ka ;nn.z( nowsact s1o¢o«eo sﬂn,‘ag m m;a{ -
4432, Cov 2703 w0 “G¢ 401 7% oy
£
& Yst, é’\ }’ td
i
Units Unis Units Ung ' J
737 24 o1 2 10 .
T61AD0%41 Support Ring Asgy, $22 00 $22.00 $22.00 82200
181A11841  Retaining Ring $27.00 $27.00 227.00 s27.00
833624  Spe $20.00 $20.00 520.00 $20.00 0
181A11912 Py 8268300  g2630p $283.00 928300
101423821 oy 827800  s278.00 $270.00 $278.00 pUE
~.
4 Units Units Unns Units Units Units
7 74 28 o8 10 1 12 p
- 161A11p21 PIN ASSY $437.00 343433 3432 38 363238 $a3238  geima 3
181A1192-3 PIN ASSY $437.00 s4345; 543238 $43238 343238 4304
161A1 1928 PIN ASSY $437.00 $434.33 $43238 $4232 38 543238 $432.35
161423302 PIN 3480.07 5488.72 848450 $464.3p $484.39 $4684.35
161A2330.3 PIN 848007 346697 3484.39 $48430 248480 gepg3p
161A2330-4 PIN $488.07  s4ga7o $464.39 346430 348430 sepsns
162403031 8PACER 84313 $42.91 $42.70 $42.70 s4270 $42.70
182A0303-2 SPACER 544.03 $43.81 %4250 34359 $43.59 343.59
182A0303-3 SPACER S43.13 542,91 <270 $42.70 342,70 $42.70
16203037 SPACER S44.09 843.81 84353 8435 343.59 Sa3.35
162A0303-8 SPACER $3p.53 838.34 0814 $39 14 $30.14 $38.94 & )
182403035 BPACER $39.83 $39.34 $30.94 830.14 $30.14 $39.14
281A1741.5 SPOILER MIXER ASSY 3819085 3210085  ga1g0.0s S819005  38.190.85 84 190,66
273A140%.2 MANI’FOLDA“Y $1,008.00 $1,098.00 $1.098.00 31,098.00 $1,082.00 §1.098.00 Pk
27344701.3 MECHANIGM AsSy $880.00 - . = . K %
273A4T014 Assy $880.00 - . - - - 3
854637028 RATIO cHANGER 3008547 50.005.47  sp0mmay SO0BE47  $0.085.47 39,0554 b
3
Units Unhs Units Unhs Unitg Units
.umm o os ) 10 u - g £ )
TW0220.1 PIN 9181.00 $181.00 $101.00 3161.00 $181.00 $161.00 .
181WB000.8 UPLOCK ASSEMBLy $10,500 310,500 310.500 $10.500  $10500 330,800 73
" as018g JHANGER AsgY 3800 $800 5800 $500 $300 $600 )
,d/%? A i)
/S -y
s
7
TOTAL P.05
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MAGELLAN

AEROSPACE CORPORATLON

Magellan Aerospace Corporatio
Second Quarter Report
June 30, 2007

\

Mageﬂan Aerospace Corporation (the “Corporation” or “Magellan”) is listed on the Toronto Stock Exchange under the
symbol MAL. - The Corporation is a diversified supplier of components to the aerospace industry. Through its network of
facilities throughout North America and the United Kingdom, Magellan supplies leading aircraft manufacturers, airlines and
defence agencies throughout the world.

NCIal Restil

Corporation released its financial results for the second quarter of 2007. All amounts are
ars unless otherwise indicated. The results are summarized as follows:

On August 13, 2007, -\
expressed in Canadian dg

- ~ Three-months ended Six-months ended
June 30 June 30
N 2007 2006 Change 2007 2006 Change
Revenues $ 150,283 $ 149977 0.2% |[$ 294338 $ 286,999 2.6%
Gross Profit $ 16213 § 13132 235% |$ 31462 $ 27,428 14.7%
Net loss $  (1,734) § (5666) - $ (3481 $  (6324) -
Net loss per share $ (0.02) $ (0.07) - $ (0.05) $ (0.08) -
EBITDA* $ 9230 $ 9595 -3.8% |$ 18743 $ 19494 -3.9%
EBITDA* per share $ 010 $ 011  -9.1% |$ 021 $ 0.21 0.0%

This quarterly statement contains certain forward-looking statements that reflect the current views and/or expectations
of the Corporation with respect to its performance, business and future events. Such statements are subject to a number
of risks, uncertainties and assumptions, which may cause actual results to be materially different from those expressed or
implied. The Corporation assumes no future obligation to update these forward-looking statements.

*The Corporation has included certain measures in this quarterly statement, including EBITDA, the terms for which are not
defined under Canadian generally accepted accounting principles. The Corporation defines EBITDA as earnings before
interest, taxes, depreciation and amortization and non-cash charges. The Corporation has included these measures,
including EBITDA, because it believes this information is used by certain investors to assess financial performance and
EBITDA is a useful supplemental measure as it provides an indication of the results generated by the Corporation’s
principal business activities prior to consideration of how these activities are financed and how the results are taxed in
various jurisdictions. Although the Corporation believes these measures are used by certain investors (and the
Corporation has included them for this reason), these measures may not be comparable to similarly titled measures used
by other companies.
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During the second quarter of 2007, the aerospace industry continued to expand in all major sectors. Magellan benefited
from growth in the civil airliner, business jet and helicopter sectors. In the airliner sector, production rates for single aisle,
and selected twin aisle aircraft, continued the strong growth of the previous quarter and this trend is expected to continue
throughout 2007. Business jet and helicopter growth remains very strong, and the resulting growth in small and mid-sized
turbofan engines has tested Magellan’s increased capacity to support these products. The more stable defence sector is
highlighted by the launch of low rate initial production of the F35 Joint Strike Fighter aircraft and associated engines.

However, Magellan was negatively impacted in the quarter by the continuing halt in A380 large aircraft program due to
unresolved design and manufacturing issues. The aircraft is expected to resume deliveries by fourth quarter 2007. The
value of Magellan sales delayed in the second quarter was approximately $8 million, bringing the total value to $15 million
for the first half of 2007.

Operationally, Magellan continues to ramp up production for initial testing and flight units of landing gear components for
the Boeing B787 aircraft, and for low rate initial production of various elements of the F35 and engines of the multi-national
Joint Strike Fighter program. Demand for the B787 continues to grow rapidly, with over 600 aircraft now on firm order for
deliveries commencing in 2008. The F35 is also benefiting from strong American and international political support, and the
current demand for approximately 2,500 aircraft over the next 25 years appears likely to increase.

The effects of the Magellan transition from the ramp-down of mature and discontinued programs of previous years to the
ramp-up of new programs over the next several reporting periods is reflected in the modest increase in revenue quarter
over quarter. The return to production of the A380 aircraft, forecast to occur in the fourth quarter of 2007, and continuing
growth in existing in-house programs will help to restore revenues to plan.

Revenues
Three-months ended Six-months ended
June 30 June 30

(Expressed in thousands) 2007 2006 Change 2007 2006 Change
Canada $ 73,139 $ 71,937 1.7% |$ 137,781 $ 137,203 0.4 %
United States 47,251 49,333 (4.2) % 95,314 93,229 2.2 %
United Kingdom 29,893 28,707 4.1 % 61,243 56,567 8.3 %
Total Revenue __________$ 150,283 77 ____0.2% | $ 338 5 286,999 2.6 %

Consolidated revenues for the second quarter of 2007 were $150.3 million, an increase of $0.3 million from the second
quarter of 2006. If the average exchange rates experienced in the comparable period in 2006 remained constant in 2007,
revenues for the second quarter would have been $152.4 million, an increase of $2.1 million. The decline in the value of
the US dollar versus the Canadian dollar during the second quarter had a negative impact on revenue. If average
exchange rates experienced in the first quarter of 2007 remained constant in the second quarter of 2007, consolidated
revenues for the second quarter of 2007 would have been approximately $157.0 million, or approximately $6.7 million

higher.
Gross Profit
e —————————
Three-months ended Six-months ended
June 30 June 30
(Expressed in thousands) 2007 2006 Change 2007 2006 Change
Gross profit $ 16,213 ¢ 13,132 23.5% | $ 31,462 $ 27,428 14.7 %
Percentaae of revenue 10.8 % 8.8 % 10.7 % 9.6 %

Gross profits of $16.2 million (10.8% of revenues) were reported for the second quarter of 2007 compared to $13.1 million
(8.8% of revenues) during the same period in 2006. Gross profit, as a percentage of sales, has been consistent in 2007
and has improved over 2006. Benefits from the Corporation’s ongoing rejuvenation of four of its facilities have started to
materialize in the quarter with respect to improved efficiencies and also better control of scrap in the castings business.
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Sent: 02 August 2006 11:19 T D
To: Dekker, John

Cec: Richard Neill; Jim Butyniec; Dan Zanatta; Steve Groot

Subject: Boeing 737 integrator kits / discounts waiver -- Q2

John - Q2/2006 - fgfmﬁlﬂ’_ay_slaﬂ_mﬁngre the financial corporate indicators i understand that we may
have taken the benefit of part/all of the boeing 737 discount waiver (circa $300k GP/EBIT) on the Ellanef system
integrator kit . As i said at the staff meeting - and in other venues this year — i am not comfortable that we have
"sufficient coverage " in wrifing back from Boeing - | know what we have in our three letters to Boeing but to my
knowledge there is nothing in letters / emails that acknowledge retrospectivity to January 2006 - all we had was a
"dinner” agreement re the Q1 / 2006 deferral between Mike Rootjes and myself and discussions between dan /
Rootjes.

From: Brian Little

| indicated in the Q1 results (and indeed earlier in the budget process last November that i did not think we
should budget for this waiver being completely removed - although all efforts would be made to get the circa $4m
plus per year needed - steve / i presented to the December board ) when we took the EBIT gain , based on
waiving the full discount, my uneasiness about doing so again in the future,until we have more "certainty” from
‘eing - Dan confirmed earlier and again yesterday that no such written documentation exists from Boeing .

ecognise that this is my and his responsibility and as stated yesterday we will endeavour to have something
““~—more "concrete” by the Board meeting that You , rich . Jim and i AND the Board can reasonably rely on - we will \L
keep you all advised .

regards brian

B o

9
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Canada Bill 198 provisions following Enrahere it shows that the Management Discussion and
AnalysigMD&A) statements are an integral part of the CEO and CFO quarterly certification process/
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This brought certain obligations on other Senior Officers in Magellan Aerospace Corporation

These my qualifications on A340 NRC and Boeing 737 systems integrator kits

MAGELLAN CORPORATE OFFICE

SUB-CERTIFICATION SIGN-OFF SHEET ’

J.S. BUTYNIEC

‘d*—} % 2006
3/ Déé 06
K.B. HAHNELT ! /% 3/%4 Jd

J.C. BALL / C%_%M 3 @J/ o6

W.A. MATTHEWS LNt 3/4..1 26

S.P. GROOT . ‘giz Ay ¥, 2006
D. ZANATTA Seavned Dee. Qrracsfo Huc §od

B.A. LITTLE LETTER RECEVED: Bz WA M 94, { 131“;"5‘;?3‘ / 3;" 737 i
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http://www.fortfield.com/casefiles/CEO.CFO.certification.CICA.pdf
http://www.fortfield.com/casefiles/CEO.CFO.certification.CICA.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.fortfield.com/casefiles/bill-198-v3-en.PwC.March.2005.pdf
http://www.fortfield.com/casefiles/bill-198-v3-en.PwC.March.2005.pdf

The prior contract period Boeing 737 2003009 had the pricinghich was falling every yeas
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