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My dfindings of facté and the basis formy & C 2 NB y & Ac@hclusiénid Sefatipgé tot ¢/ Q &
C$3m+Reporton A340500/600for Magellan Aerospace (MA)etween Jan and Aug007.

In its FY2007 Annual report, howedsE a! / RSaONARO6SE t g/ Qa O2y iNRodziAzy | &
Magellan Aerospace Corporation (MACR1/2007 Earnings release (publil1l May 2007) and FY2007 Annual Report
(public- 31 March 2008

dln addition, administrative and general expenses also contain legal and accounting fees of approximately $3.5m

incurred by the Corporation in relation to a wrongful dismissal claim bynaef employee and as a result a detailed
investigation of concerns raised by a former employee regarding certain accounting issues. The concerns were
GK2NRdzZAKf & Ay@SaidA3alraSR o0& t NAROSHF(GSNK2dzaS/ 22ditISNE o at 2
O2YYAUGSST LINBLI NBR F NBLER2NI FT2NJ 0KS FdzZRAG O2YYAGGSS 2
.2FNR 2F 5ANBOG2NA d(dKFG t2/ YSO 6AGK GKS | dZRAG O2YYAGG:
report preparedoy PWCPWC has advised the audit committee that they had not found anything that would undermine
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Preamble

Beyond Belief

You are unlikely to haveome across many stories like this befdfeiou have read my
A340.Final.Report.15.December 20y8d/or mywebsite ¢ www.fortfield.com-you are however likely to
find several aspects of nggory beyond belief.

It is beyond belief that MAC could have unfairly dismissed me at a busy airport on"t8ep82006 for

gross misconduct withouhvestigating the allegation or following agreed pokeydwritten advice Instead

it consciously chose to breach atatry procedures in doingvhat it did. It is beyond belief that theubject
matter of the21 Protected Disclosures | had made relating ¢co@unting, financial and governance issues at
MALUK and MAC were considered undiscussable at the point of my disyeisthég occurred in the week
prior to an event at which these matters were due to be openly discuagaih.It is beyond belief that my
UKTribunalcase has lasted faver three yearand that | have spent over forty days in court dealing with
the substantive issues and a swarm 6fdilegations raisedetrospectivelyby the Respondents tdrown out
my case allegationghat were almostentirely never discussed with me prior to my dismissahe of which
exist as complaints in my personnel dossieis beyond belief that MAC hasntinuallysought to obstruct
justiceby failing to disclose or Igeliberately failingto give, ordelayirg access taelevant evidence and
contemporarydocumens andbreaching its legal obligations by so doitigs beyond belief that | have
Ffy2ald O02YLIX SiSte RSLISISR Yé FlrYAteQa FAYFIYyOALlf
activity, n pursuit of the truth and justicd believe are due to mét is beyond belief that | have unavoidably
and sadly added to the delay in proceedings due to a serissiznfres(Added August 2010and a complete physical
and mental breakdowin February 200 that has stayed proceeding®wingto the stress induced by the manner in
which theRespondentsand Tribunal haveconsciouslyconducted tlis case Allthese travails were
compounded byhe deterioration inour financial circumstancesghich forcedme tobecome a litigarding
person
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What you may find even nsbbeyond beliefis that | should accuse PricewaterhouseCoopers, a firm with a
aglobal reputation for professionalism and integriéy of producing a reporbver a severmonth period in
2007, which Ibelieve, from all the evidence, isleceitful, incompetent ancclient-collusive.Yet it is even
more beyond beliethat they shouldnot challenge meow that | have saidhis so publiclynor attempt to
refute my detailedassessment of all the contemporary @ence It is thisMACAnnual Report statement

that has provided MAC with a smokescreen to hide behindnfore than3 yearsg though no longer.

Belief and trust are at the heart of thimatter/ case

Was | right irmid-2006 to believethat MACdid not havethe capacity to recover its nemecurring cost
assets of C$40iased on the future productioand sparegevels of the A34%00/600 aircraftand question
how this wasand would bebeing dealt with irthe Quarterly andAnnualAccountsAfter raising the ssue
earlier in 2006vas | wrong to trust mgolleaguedo investigate objectively my legitimate concerns dad
report the financial statementaccuratelyVith the addedbenefit of hindsightnany others and my
predictions have in faalmost entirelybeen proved correcby 2010, but that of course is not the point
particularlywhen viewed against what happened in the interim. | was right in my beliefs, but wrong in
initially trustingmy seniorcolleaguesn Magellan, and then PwC, sor@enonths laterto do the right things.

InJanuan2007 MAQ a ! dzRA (i comaissivried RWE Sstensilityproduce a report providing a
commercial, professional and neutral assessment of the beliefs | held in 200&partial observer might
think perhaps that it would ba good idea to ask me about them. Not only was | not agieits main
authorsbut | was deliberately denied comment on the findings of facimight have been more honest to
have asked them to produce a reportpoove me wrongand then cover upwhichis, in brutal realitythe
sole objective of their reportWhen we look at the personnel PwC actually used to carry out this A340
program analysis, we finthat the two main authors had virtuallgo aircraft manufacturing industry
experienceas was thease also withhe PwC Partnewho led- and wasresponsible for the work

The circumstances surrounding this report should, on their own, arouse your suspicions that my conclusions
onit are correct, even without analysing its content. Firsthe s®pe of the report was determined by

al / Qa ! dzRA G /aXhvavimai wh &tingag &groupidecided that over 50% of my protected
disclosures did not warrant investigatiofhis is not surprising as the same Chairman, Mr Dimma, had earlier
decidedduring his own investigations thaéfi KS Y I G0 SN& @& 2 dz ¢ SINSSR Ni ® lathoy/(BK $5NER
substance to the purported conceéin® 9 @ $¢ idistidctédfP¥C to carry otitisa A Y RS LISY RSy (i F2
AYy@SaGAarGA2YE S | RIS &n hiseiideire, ¥uBitdrs &rezextreriely risk &vérse

In such circumstanceBvCwere naturallyforewarned of the need to build in processes within the conduct

of their investigation to protect theireach andndependenceheutrality andto avoid eingcompromised!

met PwC UK only initially and never met the PwC staff assigned to the5@8M00 investigation at any

point inthoseseven months. Myapedrecommendations and assertions January 200Were largely

ignored. | was not allowedtoséey R O2YYSy il 2y t ¢/ Q& RNI Tl NBLRZNI 2\
nothing material to offerln contrasta ! / Q& Y I y I 3 %ith Sofisequéni nraterdaPamendments in

al/ Qa FI @2d2NE 6 KA OK 2Kcoudt ordered BAC HoivulgktS K @i 2 ninlEr&fy T K S
reportin June 2007Althoughin March 200% | 3 St f | y Qia thelUKcoudrtiplodeedliRgsin relation to

PwCas witnessesiWecan callthed (1 KSe& &dzaSljdzsSyif e RSus&cilKAia |y
PwC On advicd saw m point in callinganyone from Pw@sthe UK court processesould prevent mefrom

beingable to croseexamine thenmundera Witness Orderif indeed the court werevenminded to grantit.

Having concluded the evidengghase and other matters in the UK edshave providedny website to
explain to various partie¥ @ LISNRLISOGA PGS IABSYy a!/ Qa Lldzaft A@aya il S
2009 AGM that | would provide the relevant information so that ordinary shareholders and others could
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form their own opinion from the documentation. In every instand&C and its advisetsave been provided
with the opportunity to comment on the factual accuracy of my comments or documentakiogr. only

classic legalistic response is that there ar&hy inaccuratend incorrect statementsn my A340 report.
Although | immediately invited them to list thosmaccurate and incorrect statemetfor our proper
consideration, some three weeks later all | can say is that they have neither provided a list as a whole or
indeed the substantive factual errors or omissiolmstead, a substantial degree of surreptitiousness
surrounds thePwCreport and the two parties display total unwillingness to engage with me even in
discussing what we know was flawed logic and arithoand dsregardof commercial and publicly available
data inherent in its content. have made my A340 Final.Report.15December 2009 available on my website.

During his evidence in court, Mr Edwardatsed that ¢the shareholders struggle with the fact thie C$3m+
amount spent on the PwC report could have been used for creating jéh®etcsome thatmayseem to be
areasonable thing to say but, the fees having been commitetr Dimm& & dzNB hod a! / Q&
managemenOrdinaryshareholders have the righo expect that PwC should have produced a
comprehensive and thorougteport of valuewhich was indisputably dispassionate and critically accurate,
whatever its conclusions.

PwCundertookthe production of a forensic repanivhich it knew from theoutset, would noteasilymeet
the criteria its profession and the business world in general demand from such an investiliation.
independence and objectivity ought to have been core values in such an assighmestablishing A340
500/600 production valmes it ignoredfor example,

M ® al3AStftly !'SNRALI OS / 2N1I2NI GAZ2Yy | yydz felieseS/1 20N (T22YNS NG
delivery projections as well as external market forecastsdetermine the number of units over which to amise non
recurring costs. Should deliveries not reach the number projeagdjnamortized balance that remains would then
ySSR (2 0SS OKINBSR (2 02480 2F NB@SydzSa 6KAOK O2dz R KI @

2. All contemporary industrand media assessmen(includinghose containedia NJ b SAf £ Q& a5 G  FNR Y
file) and, unbelievably evethat of Airbus itself The sole exception wése solitary sourc€Fl)that couldcontributeto
thed | y & thérNlient required.

Most peculiarly, they refused to include any input from the person/organization | had recommended to the
PwC lead partner and whose work and forecast view was known to Mr Neill. Some pressure on them, you
would think, to consult every market repcaind anyother publicationsor information within their firmor

publicly availabl¢hat they could lay their hands onRucky, then, that their PwC subscriptilist included

the Richard Aboulafifieal Reporto which | drew their attention an@hichl subsequently larnedin late
2008was available in PwC Lawon. IndeedPwC claim on their website that they have over 1@0o&pace
Defencesector specialistasan integral part of the PricewaterhouseCoopglsbal A&.D network, which is

led by PwC UKgiving our experts access to industry specialists in over 140 codnéries

There arerecognisedo be at least 7 principahdustry forecasting publications, including Forecast

Internationalg the one provided by the client. Apart from the latter, however, PwC did notudbary of

them, even theTealone in their own library. This is not the stamddehaviour of a world class research
organisation. One can only conclude that they did not want@oyuctionforecast other than the one they

If NEF Ré KIFIRXZ FyR a2 GKS& RAR \GiéhthadAnnudalReppriMAE T 2 NJ |
relianceLJ2 A y Gust@mgér ddlivery projections as well as external market forecasts & A G ONBRA 0 f
F2NBYyaArAO 002dzyilyida G to/ RAR ofpropers énsile anjNdd K A y 3
the glaring inconsistenci@s

FurthermorePwCleveledcriticismat the MAC management representationsecorded at PwC para 2.40
0 K IFiimnandial Control within MAC and MALUK in relation to the areas we have examined is poor and
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needs to be improved: this is particularly acute given that MAC fmualic compang £wC then proceed to

provide examples and jpara 2.400 R0 NB®@ 2oNtiRI over individual projects from an accounting

perspective. Project sales volumes, revenues and costs are not reviewed with sufficient frequency or
rigourddroy A OF f £ @ SEI OlGfe GKS alyYS @GFIftAR ONARiGABEAY O2dz
GF2NBy @3 DG Naa éxanmpla, yh dalculating likely spares and repairs dem@w€ made one of

several simple logic and arithmetical erramgheir report, in converting its own base numbers.

In establishing revenue numbers PwC flew in the face of pricing evi@enktether documentation available
or provided to it by MAC. Wehouldall try to be fairminded people and you may think that all this can b
explained byan individual irPwC making simple mistakesvee all make mistakes. But how canamber of
people in aglobalaccounting firm besofundamentallywrongin three keycalculationsn a program

Estimate at Completion (EACI numbers oproductionaircraft, quantities of spares likely to be required
and, finally, thechange and actuagdrices MAGnightreceive for each unjbased on stated cost assumptions
and theterms in thecommercial contractThis was een thoughevery one of thesavasa matter ofvisible
documentaryevidenceandalsorevealable by anyudimentarydegree ofchecking oraudit research

In eachof thesecases, their errors werebeyond theremotely possible rangesll to the benefit ofMr

Dimmaandvil 3 St dbjegyv@ &ft y & ! onn  LISBIBNIEY gANIKF 0O2Y LI SGS NBO2
C$40m on the FY2006 Balance SheetCalso failed to properly examine the logic and basislafellan

GY Lyl 3SYSIK RGEtEESIdELMentedC$5.2m gross loss@sthe official Q2.2006EAGIocument

whilst concurrently ignoring the implications tbfe final offera NJ . dzii Rag ha8eOr01414 August 2006

for a settlement at even lower pricepist hours before the Q2.2006 Earnings statements were published.

Let usalsonot forgetthat no readersof the report in draft, whethefrom PwC, E&¥r Magellansaw fit to

correct any of these errors whilsEquallyjn constructing its report, PwC was acting at least seven months

after my protected disclosuresWhilethere was multiple additionaevidence to reinforceny Protected
Disclosuresilreadyin mid 2006 PwChad access to further six¢twelveY 2 y 1 Ka Q RF G 2y K| |
publicised angredictable outcomen the industry. For example, the cancellations in the Airbus A340 Order
Bookwere easily accessible jrublicly available dataEven without consulting data in the public arena, PwC

had accesto informationon thoseA343600order cancellationsince theyemanated from airlines for which

PwC were the public auditars

In completirg the report, PwC seemed totally oblivious to the contradiction between its criticism of the
2P0SNIff adFyRINR 2F a! / QsibeihgpBo8nd Bsiovn btahd@dszghducty 3 LINE O
processesfindings of facand conclusions irespect of tle A340project.

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 déunditidually, a defence

could be made for angf pieces of misinformatioig they are surely too blatant and serious lbe termed

mere mistakeg but ollectively they cannot do other than represent a stepstep strategy to reach a set
objectivec to absolve MA@ its coverup ofa huge losénistakefrom its investorsand the public recordit

is hard to imagine any other series of steps that could be taken to achievelthislli A O dzf I thedd W { NHzi K
answer they first thought o SO dza S S| OK &a0SLJ A& NXBIj dzA NBdRbeligd®e & (i NB
this could occur without a plan. This was managed contrived.

Any deconstruction of its repodemonstrates professional failure on a levbeyond belief and
unrecognisable in th&lumber 1 global auditing comparigxtraordinarilyevery singt piece of
misinformationmust have passet ¢ / ifdainal third party quality testingStandard operating procedures
would demand this includgeer reviews withirPwC. Therefore, collectively, their approaald publication
by PwC demonstrates an orcheged corruption of the truthg a forensic deceit.
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PwCknewwhattune was wanted. They performed it. And the piper paid€C$3m +.

GTruth? - F2NBS@ AGHHE
Please now view the video clip Answer (4 minutes) from Mr Paul Mabeecelebrated ex HBOS bank
whistleblowerg in response to a single question from Brian at his leatuBelfast last month(Nov.2009)

What follows is, | believesome of thefactual evidenceinderpinningwhat | have so far stated. | would not
have the temerity to criticise PwC in these terms did | not believe this to be the case. There is, moreover,
nothing which I have not alrely asked PwC or MAC to comment on or refute if they believe me to be
wrong. And they have not done so.  You will find the material ordered as follows:

Para.1.0: Brian LittlePwC¢_aJanAug 2007 C$3m+1 L Y RSLISY RSy i CHBBEMARR O Ay @S a

Network of Independent Forensic AccountanfsiFA

oForensic accounting may be described as being the integration of an individual's accounting and auditing
knowledge with investigative skills that halveen gained from years of practical experiegcAccording to

GA Guide to Forensic Accounting Investigationo D2 f RSy 9 2 dh&d&ddckof én kffeciv® H A np v
audit arel. professional scepticisr2, knowledge and experience andiddependencand objectivity

hyS 2F 2dzNJ NBIFf O2yOSNya FTNRY GKS @SNE @sgjikelsia 2 7F
to be chaired by Mr Dimma, was written up iiNlFA) editorial articleguring the time of the investigation

on 14 March 2007, alstzdA héalthy dose of common sense and scepticBoes what you are being told

tally with other evidence that you have been presented with2e of the key mistakes that had befallen

YEye | F2NBYaAO | 002dzyidl yi qoalyfaditd sloyld disintedrateb&dds A O S
their eyes, due to not carrying out some commonsense reasonablenessithegks

So, when | use the ter@lC 2 NB y & A @ my BralR&pdré on A34@rian Little

A340.0N.THE.RECORD.FINAL REPORT 15TH DECEMBER&a®¢hathe PwWC report on A34%00/600

after seven months worls NOTTRUSTWORTH)cause the intention of thauthors PwC fathe effect of

their less than rigorous investigation or audit standards wadt8LEAD KS NB I RSNJ Ay G KSA NJ
and conclusions from its wofkr the multiple stakeholders including in particular those nemanagement

MAC ordnary shareholdersf this TSE publiclyquoted Corporation

Magellan,PwCand E&Y have all had the opportunity for several weeks to comment on the factual accuracy
or relevant omissions in the A340.0ON.THE.RECORD.FINAL.REPORT.

Para.2.0 : PwC Instruatns/ Terms of Reference for their MAGA Y RSLISY RSy i F2NByaaro

Mr Dimma (Chair of the MAC Audit Committee) stated to the public court in his evidératdé, o | | owi ng hi s own firepotter nal i
in late 2006--wh i ¢ h theamatterd yoid were raising were historio a nd t hresubdtahce to éhe purportéd concerris that

Mr Little Why did you instruct PwC?

Mr Dimma You met Barbara Hadf i el dAydiioB bre extremelytrigkiaverad BarbaradHadfietd rased th& igsh
with her partners. They felt they had an obligation to meet y

Mr Little Then the Audit Committee decided to commission the investigation?

Mr Dimma Yes. E&Y were sufficiently aware/concerned you had raised these issues, they felt they dtonvestigate further. On UK
counsel advice, the Audit Committee hired PwC.

Mr Little Vol 2.585 transcript of my meeting on 29 January 2007
the scope of laaeverhanthatopporiurgty didld n. o

Mr Dimma Our view was that the appropriate way to proceed was to hire independent forensic accountardsp pr opr i at e
way to proceed. Terms of reference set between AC and PWC

Mr Little | had no say?

Mr Dimma No reason why you should

Mr Little It was important


http://www.youtube.com/watch?v=D8AH9Crb4FQ
http://www.youtube.com/watch?v=D8AH9Crb4FQ
http://www.nifa.co.uk/
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http://www.fortfield.com/casefiles/doc297m.pdf

a NJ 5 A VYinstru€ians to PwC and their professional indemnity limitations (doc 588/588tluded

Gt 2/ a kagdide Bhat Nsengagement and the resulting repsprepared for the purposes of
findings of factrelating to existing, contemplated and pending litigation, including the Legal Proceedings.

In substance the investigation is as to whether thereisaagsi G y OS G2 (GKS daoKA&AGE SO
made by Mr Little for potential use in the existing Legal Proceedings, or potential subsequent proceedings
arising out of the whistleblowing disclosuressany future shareholder claims and/or regulatory

investigationsand not an investigation of the dismissal, which is the subject of the current Legal

LIN2E OSSRAYy 3Jadé

And thenPwCLimitation of Liability(doc 595) ¢ ¢ KS € A YA G F2NJ 0 KS LJdzN1J2&asS 27
will be the lower of£1.0 millionand 10 times the amount payable by you in respect of the Engagement at
GKS RIFIGS 2F oNBIFIOK 2F /2yiNY Ol 2N GKS O2YYAaaarzy

Mr John F. Traceg partnerinPWC FNIBY 8 A O { SNIWAOSa | Y t SR (KA&a GAYyRSL
engagement, although he had never undertaken any prior civil aerospace assignnRem@$:orensic
Servicesvebsite | never met the two PwC people who authored this Rep@atMs Leblanc /Mr Moore.

TheNetwork of Independent Forensic Accountants (NI&A) | (i STheir&briiwill ®e fully supported by

and crosgeferened to the evidence and the forensic accountant will acknowledge that in preparing the

report his principal duty is to the court, that he expects to be cross examined on its contents and to be
criticised if it is found wanting in any respéctAlthough PW were paid C$3m + in fees Magellan did not

present them as witnessés the UK court at any time from November 2007 to October 2009 for any-cross
examination or questions from the UK Tribunal membbrs. | RGA OSE L O2dzZ R y2iG OF f
processes would prevent me from cremsamining witnesses | had called through compulsory witness orders

to the UK court.

Para.3.0 : Extracfrom PwC Executive Summaifara 2.40

¢tKS GAYRSLISYRSYy(l FT2NByaaOé¢ t g/asd&ofidefn RashbdbyF Nir Bliay &S a G
Little : Executive Summary circulated to the Board of Directors at dtalizd onin the Magellan Aerospace
Corporation (MAC)Q1/2007Earnings release (publid1 May 2007)at PwC paragraph 2.40 (doc 605/606)
recorded

oFinancial Control within MAC and MALUK in relation to the areas we have examined is poor and ne:
be improved: this is particularly acute given that MAC is a paldompany.

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 provisionssulficient
documentation ofthe decision to release certain provisions

3.1 f1F01 2F gl NBySaa 2F (GKS LINRPANIY | 002dzydiAy3

4. Poor control over individual projects from an accounting perspectiReoject sales vinmes,
revenues and costs are not reviewed with sufficient frequency or rigoér
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LG A& aAIYyAFAOIYy G GKIFIG GKAA ONRGAOFE O2YYSyd i
supporting my strong belief that this reportwas in®® G +y FGGSYLI G2 aoKAGSs!
position already taken by Mr Dimma and Magellan Aerospace Corporation.

PwCmostlyset aside the documentary representations made by MAC in support of their Q4.20Gth&AStead
createtheiroy/ G YAEGdzNBE 2F AYyF2NXI GA2Yy ( 2AftdrINB+RIayOS invéskigath
theyboth state 4. above re MAC for the largest MAC project aste A340500/600- andthen PwC themselves
seriallyfail 1 2 LINJ OG A OS I 500/608 $lkesS/glum2st reviermes and costs with sufficient frequenc
NA IZEAE LI NI INI LK b gAGK 2dzNJ Af € dzAa0dNF 0ABS aFAYRA
Reportl5 December 2008 available to downloadThis is not a sis of mistakes through PwC incompeteqdhis
gra +y FTOGA2Y 2F GaF2NByaArAO RSOSAGEé @

Para.4.0c _The A340500/600 - the MACC$40m +Hfinancialsummaryimplicationsand quarterly certification

To put this subject in some context, fronpablic/TSE sharetder/financial markets analyst perspective, please
LISTEN to an important question asked by Nick Morton of RBC? and then followed by a Mr Claude Proulx o
Capital Markets (a respected aerospace analyst in Canaw#é)e subject of Magellan Inventory and third party
verification during 5 minutes of the Q3.2086rnings webcast cath midNovember 2006 and answered by Mr Ne
(President and CEO: shortly to retire and be promoted to Vice Chaiamdir Dekker , the current Magellan CF
and Corporate Secretarylhe completdranscript of the Q3.2006 MAC Earnings call on 14 November (2800&ly
FFGSNI Y& RAaYAaalft | yR )addberdayNeletpss 26y Ay@SadaAal

4.1 Vice President Finance (CFO) and CorporatéCFO Secretary- Mr Dekker - His oral evidencein April 2008 at Website Part F

Mr Little A340-500/600 aircraft programme was the largest product exceptifie jumbo Airbus A380 ?

Mr Dekker It is one of thdargest

Mr Little In terms of the MAC Balance Sheet, C$40+?

Mr Dekker Approx that yes

Mr Little This is probably the biggest single item to be a management issue from the inventory?

Mr Dekker I dondt think landshonlythkrafepput e t hi s

Mr Dekker | 6d go through with Mr Neill the certificates and i Hsawthis(rdfeyri
todocument2006 and Mr Neill said he6d talked to Mr ILi twase naoltr enayd
leave that to him.

Judge What he wants to know is did you have a discussion with Mr Little?

Mr Dekker It was noted

Mr Little Would you expect Mr Little to be obliged to look at the accounts Aeronca EAC (BL referring to document EAC.Q2.2006.1830 eto)
satisfy himself?

Mr Dekker The selfcertification process is laid out fairly clearly

Mr Little Can you specifically saisfiymyselt6d be expecting me to s

Mr Dekker | 6d be disappointed if you didnot

Mr Little I was specifically concerned because | saw at | east C$10m,

Judge Mr Steford QC crossexamined Mr Neill. Do you want to focus on a question to Mr Deklar? question you can ask Mr Dekker to establ
show us your reasonable beliéfou should also bear in mind they all had concerns

Mr Little | had a real concern thAtbitration was not just the solution that we had to address. The magnitude and impact were not being recogn

Judge Youdbve heard the CIl ai mant 0lswaseovalid corcernHow did ythegard itatghat time®u  t e | | I

Mr Dekker We were aware of this programme and therisk. was not being disregarded by anyone.
pointsof view.Mr Li ttl eds view is important i nHidpbintsfviewses eafuablm.dmeaudions t

were comfortable with the outcome

4.2 Former President and CEO Mr R Neill (now Vice Chairman)- his oral evidence on 14 November 2007

Mr Stafford There was a meeting in Toronto on 8th August 20@fich was attended by M.ittle and you Whilst there he discussed with yothnis
concerns of the balance sheet treatment of the A340 NRCs
Mr Neill Correct
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Mr Stafford He said to you there was an arbitration going on regarding the way the price increase worked. He sdidrbieation goes in our favot
1 still have to write down some of our profits

Mr Neill Agree that he discussed the write down of profité é é é .| said that the anticipated sale§ there is absolutely no question we wou
cover all of the costs.PwC gointo this. We looked at this very seriouslyi before we came to that conclusion

Mr Stafford Volume 5/2006i the sub certification for Q2.2006i see 2 items heré i A 3 #Aeroncatodi scus s o. On an im
the issue of NRQ' clearly formal concerns expressed by him.

Mr Neill Yes

Mr Stafford You would have been clear that it was NRCs that he was referring to

Mr Neill Yes

Mr Stafford Given that you had a discussion on the 8th and he signs certificate with qualificationi must have been clear that BL not entirely
comfortable?

Mr Neill Correct

4.3 President and CEO- Mr Butyniec - His oral evidence at Report in January 2008 :P81 including

Mr Little Document 7/2892 Inventory section re engineering costs. About C$100m in Engineering/learning costs.

Mr Butyniec Talk to John

Mr Little A340 programme is about $34 0m. |t dés a significant amount?

Mr Butyniec Itis

Judge Why are you asking the witness to look at something that is not in dispute?

Mr Little Move to Vol5/1830° Q2.2006 EAC for A340 programmeross loss of around $5m

Mr Butyniec I candt talk intell i dteeiPwdBkhbastB8But thi s document

Mr Little But you review each quarter with the finance people

Mr Little Are you certifying the accounts?

Mr Butyniec | 6 trusting the people who work for my organization, yes

< BL Observation : As we worked more closely together fromm@ 05 and as ti me progressed | became mor e
not lie in financial/numericaliteracy and the reader/listener can hear an audio tape at website Part G during my interview (2812) with PwC in January
2007 in which | state A | think you (Nriall, hewersto go op the wdy toymatigrs,e |l He t had s 1t
want a balance sheet that effectively is going to get Wwatls. He and Mr Dekker and | have got to face in

happenn-That 6s not fair to Mr Butyniec to>be taking over a balance sheet

The reader should also note my written evidence ( WeArshowireJulp2006t B : pe
with Mr Butyniec, held after he had met Aircelle representatives to try and progress the commergaloregoh the application of the pricing

escalation formula, he said he too was concerned about MAC/Aeronca ever recovering its NRC investment orbtie®346 0 0 . 6 Mr But yni
the Respondents counsel Mr Lynch QC never challenged this evidermetinfinally, whilsthe wasalsonow the MAC PresidenMr Butyniec was

never interviewed by PwC during thatireseven months investigatiom 2007.>

4.4 Chaimanof MAC Audit Committee Mr Dimma- His oral evidence at Repodn 4 June 2008 :PiB114

Mr Little Major concerns about A340, C$40m plus on Magellan balance sheet

Mr Dimma Yes

Mr Little Significant challenge to inventory value, significant impact on future asset value and cash recoveries

Mr Dimma Yes

Mr Little EAC i estimate at completion document did the Audit Committee look at this regularly?

Mr Dimma  Yes

Mr Little | raised the issue about this@Q2.2006

Mr Dimma Yes

Mr Little Vol 5 /1830 A340 Estimate at Completion June 2006 Q2.2006

Mr Dimma Yes

Mr Little Gross profit / loss was a$ 5m+ loss

Mr Dimma Yes, | see the number

Mr Little That didndét appear i n t h ecertficationdocumentd put a n@&on & August 2008pRse disgusABA(
Boeing Systems integrator kitthad a discussion on my return on 8 August about that. Did Mr Neill tell you | hadishassiof?

Mr Dimma I would like to make a general comment before going into this level of detail

Judge Are you struggling to answer?

Mr Dimma The Audit Committee looks at things frondiferent level of detailWe looked very, very carefullyat the draft and final PwC report,
but we didndt get i nt thatMriLidle i®now puissnigrid Mr Deldker waduld leave baekreinvahied with.
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t g/ O2NNBOGf& NBO2NRSR Ay GKS CAylf 5N TG NBLRNI
GKIFG KAia O2yOSNYya NBIFNRAy3I GKS G(NBFGYSyadyazanh (KS
hear on the audio tapesdpe recording Part 1 (16 minutesind thenPart 2 (7 minutes)) L~ & & And tBeRundamental

issue here, which we have to come to terms with, is that this product is a product that has not only got a
O2380GKLINROS LINRPOfSY odzii AlGQa 26 Ffa&az2 3I2G | LINRINI

Mr Dimma assertin his evidenceabove that effectively he relied on Mr Dekker and Pw8owever he

stated that the Audit Committee looked at the draft and final PwC report very, very carefdIQNE

example we cannot understand why Mr Dimma or his colleagues (or indeed anyone atidAG) see the
200A2dza aolairodo f23A0 FYR aAYLX S YIFIiKa¢ SNNRBNERI 6K
hundred units or $100M+ revenues, made by PwG (2 NB y & AwbenfhSy@&lculated @ potential

RSYFYR F2NJ!onn { LI NB& I Yy Rcseeakgaph®. Shiflarlyithemewn ¢ dzy A
Q4.2006 Selling Prices had been inflated beyond the assumptions and escalation fpseilparagraph

9.1. None of the MAC Board or PwC team or E&Y identified andPhahi O 2 NN&ébasica YilKi K& | y R
f 2 dnkisGkesc why? These wereonlytwo of those from our list of factual errors and omissions which we

were denied the opportunity to provide towC or the MAC Audit Committee by Mr Dimyhafore the Final

PWCReport was issued in late August 2007

Although we asked fahat invitation to comment on the factual accuracy and conclusions in the PwC Final
Draft report, the product of that four monthfahe seven month exercise undertaken by PwC as a direct
response to my whistleblower claimsyas advised that PwC was of the view that this was unnecessary

FYR GKIF{O aMNdedudvy@¥YAYRSE Aad O2y TARSywastioolghantd 6/ Qa A
competent YR A& LINBLI NBR (2 .£NWCE failedto/recordsin their Fir@lPRgpOrt thatl A 2 v &
they had not invited me to make any comments, despite my offer to do so.

In contrast, unlike the PwC final draft repaiBrian Little provided Magellan vidr Dimma (Chairman of its
Audit Committee), PwC UK and Canattestructed on the C$3m+ "independent forensic invgation”

report and Ernst & Young Canada (E&Y) their public auditors with an invitation to comment on the factual
accuracy and omissions on the contents of thistmrecord A340 Report for some four to six week®
response was received from Mr DimniayC or E&Y

LG A& faz2 AYLERNIFyG G2 NBO2NR GKFG al3aStftlryQa LR
May/June 200by Mr Lynch QC in the UK co(#tJune 200:CMD 4)I aAd present there is no challenge

made by the RespondentsinrejaR (2 (1 KS & Ndbdnyabligts ai theSOjatnandf that is not a

live issue between the parties, ordering disclosure (of the PwC report) in connection with that non issue
would, with respect, be inconsistent with the ovetiding objective and vould not be necessary for the fair
disposal of the casd\aturally, the issues in litigation can shift. Further, if, say, the issue of reasonable belief
became a live issue between the parties that would be relevant to consideration of whether the PW€ Repo
was a relevant document for disclosure. However, until such time as the final Report exists, the above
OFyy2iG 06S RSUSNNYAYSR®E

This then became, during the first hearing in the UK court/tribunal on 16/19 November 2087,
Respondents (Magellan) posigfio ¢ I & 2y { IKiSrightdd €ag tNaR priordo thie receipt of the PWC
report, the Respondents envisaged that the issue of reasonable belief might not be a live i$3W
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concluded that the view adopted by the Respondents as to the treatmerthoke costs and likely sales of
the A340 formed no basis for criticishé | 3 St f  y Q& LIRRaAldA2y KFIR GKSy OKI
and the belated challenge to my reasonable belief on A340.

BL- A340500/600 was and is vitally important to MACTheA340500/600 project investment/assetvas
the single largest financial number (>C$40m asset in FY2@@6)failure to fully realize the value of the
project would, inter alia, bring about the triple consequences of

(1) an overstatement in the prog¢/ non-recurring costs/engineering development assets of > C$40m
(2)F LINPINFY 3INPAA& toractdaHinayicialos$ahd] S Sy €

(3) create a future cash deficiency / nwacoveryin the internal and public reportinMAC 5 year strategic
planning base Sales revenues / cash projections of C$100m +)

One of my colleagues whoretldsA3 40 Fi nal Report i nt ethpMWMACtDeedtord he act i on
representing thisC$40 mili on as bei ng apcaunts receivabldMaegtard, with thad cash being returned
to MAC on a timely basis within the contract period™.

My discussiog/quarterly certificationaim was of course to demonstrate that C$40m was NO longer
justifiable on any businegsaccounting basis in accordance with dusinesslegal reporting obligationgur
only Q2.2006 Program EAi@ancial summay- statinga ! / dnast reasoned view and most likely outc@me
(doc 1830 Exhibit 8.3 above), even before theguantity/volume changesvhich | had discussed with Mr
Neill on 8 August 20Q6vas recording gross losses of $5.2m

Already thesd$5.2m+gross loss@aere notbeingpublicly reportedas Mr Neiland Mr Dekkerdetermined
they woulddeliberatelyLINJ O A OS & Y I-NKN RESdvvBiyed prayidrs B0 producea notional
G! onn  LINR-8 KBS yreiseNInbrly became worse when | redte detail for the first time on 14
Aug2006 after the Q2.2006 MAC earnings statement had been released to thim Tt&E\Vir Butynec BAFO
11 Aug2006letter which hadproposed evendwer pricing to Aircelle, as the Magellan final courdéier

for commercial settlementAlthough not his direct functional role Mr Butyniec had also obtained both Mr
9RGI NR& | YR aNJ Sdvd §f Bs\atoposabbiifre thieSQy.20D6Ld#slits were publistiée.
had not discussed any of this with me until 15 August 2006.

7

ADDED6 AUGUST 20%0Furthermore a NJ 5AYYl KIF & YSOSNI I yasSNBR GKS |
your knowledgewaa NJ . dzi@yASOQa wmm kwmn ! dzZ3dzad wnnc . ! Ch &aSi
approved by you or any other member of the MAC Audit Committee or non executiveddédas its

proposed pricing settlement implications with regard to the A340 unit pricing that had been used by all of us

in the Q2.2006 A340 EAC explairtecany of you, in relationto thép @1 ¥ DNR aa f 2aa SiOKE

Para 5.0 SomedCommonsens®easonableness cheéks Industry Practice

TheMagellan Aerospace Corporation Annual Report for FY2006 at page 14 (MD&A/AIF.pl12) states

"The Corporatiorrelies on customers' delivery projections agell as external market forecast®

determine the number of units over which to amortize nerecurring costs. Should deliveries not reach the
number projected, any unamortized balance that remains would then need to be charged to cost of
revenues which ould have a material adverse impact on the Corporation."
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The oral evidence below demonstrates the minimBreductionand market forecastsriowledge within
Magellan for those available for interviewy PwCandwho weremaking the various documentary
representations to E&Y and PwC

5.1 Former President and CEO Mr R Neill (now Vice Chairman)-14 November 2007

Mr Stafford Volume 6 document 2115will see dated 7 September 2008n Airbus document move forward to 6/2117.3rd box dowri
A3407 500 A340-600 (BL note MAC provided both E&Y and PwC with Feb 2007 version from Airbus (doc.3600).

Mr Neill Assuming also 7th September

Mr Stafford These are the projections?

Mr Neill Plan for production.

Mr Stafford It does not look healthy for 2@61 and appears to be diminishing from 2006 2008

Mr Neill Yes

Mr Stafford Aware of this at the time

Mr Neill Yes

Mr Stafford There was pessimism from Airbus at the time?

Mr Neill Yes

Mr Stafford The only trade estimates referred to by Pin&teForecast internationaDid you provide Teal?

Mr Neill We gave everything we had to hanahcluded the plan for productio®id not include the Internatonali | think it included Teal
T but cannot recall.

Judge Did you provide data from other publications?

Mr Neill Yes

(Mr Neill was aware from the MAC weekly staff meetings since 12 Sept20i(wh i ¢ h r e c o rhdsedvisedt that 840 ant 386 will
reduce next yearo by Mr Fur bay, ,asheregoestéthedatesitirbusscheddlestdatedM3eptexhber 2006 b y
(doc 21152117) He also knevthe FY2007 budgeindthe reducing productionate to circa 10 a/c per year with the falling Airbus order book and few
active airline sales campaign8oth E&Y and PwC were provided with these documents by me.)

5.2 President and CEO- Mr Butyniec - his oral evidencein January 2008

Mr Little One of the things different is about the marketing forecasts as well as Aifias marketing forecasts were used?

Mr Butyniec I dondt know

Mr Little Airbus internal plan i rate about 10 per year?

Mr Butyniec That makes sense and shortly thereafter

Mr Little Mr Vander st ee ARG Ao mmdetoss 2d2M 1) Mr Uelateeoryoud od di dnodt
Mr Butyniec No

(Mr Butyniec ad PwC (para8.62h were well aware of the reduced A340 production prograianae-Y2007 budget/EAC at 10 a/c per year)

5.3 Vice President Finance (CFO) and Corporate CFO SecretaryMr Dekker - His oral evidence in April 2008 at Website Part F

Mr Dekker I dd go through with Mr Neill the. cWetnddd atte sbea ndusavathesme
(referring to document 200@ndMr Neillsai d hedd tal ked to Mr Little alr e.aldwas
not my expertise. 1 6d just |l eave that to him.

Judge What he wants to know is did you have a discussion with Mr Little?

Mr Dekker It was noted

(Mr Dekkerwas awareof the multiple MAC staff meeting minytsisice 12 September 2006 ahd FY2007 budget/EAC at 10 a/c per ygar

54 In his evidence Mr Underwood(VP i MALUK ) told the Tribunal that PwC discussed various matters raised by me on tape wathrinigithei
early 2007 investigation-- None of which is referred to in th&340 PwC report Reflecting apparent confirmation within Magellan of the market
developmentayir Underwood, the Vice Prasént and General Manager of Magellan UK, noted at a customer meeting (d ) with Mr Vandersteen of
Airbus UK, on the 15 September 20@291)that Mr Vandersteen had just told him that the Airbus AG4D 0 progRABHENEG. A
Underwood subsequenglconfirmed to the UK court that Mr Vandersteen was, characteristically blunt; Mr Vandersteen was very well placed within
Airbus to know and act on the future A340 plans, as he had substantial responsibility for the purchase/financial anchitasmtoymirbus
procurement to meet A340 production.Thosenext threeyear production delivery projections provided to Magellan by Airbuscoitinued tashow
declining A340-500/600 production ratesalso given by MAC/me to PwC and E&Ye.g. doc 3600 linkTheAirbus latest production programme
information as a¥ February 2007 e.g. doc 3600 linkvas provided to both E&Y and PwiGr their FY2006 audits anfdrensicinvestigationdy MAC

-- it totalled 32 aircraft / 128 exhaust systems units for FY28009 That particular Airbus production programmecognised the declining340

sales campaigvorder book including theutcome of the recent Lufthansa sales campdgeifig 74781 20 orders /20 options and resultdast
Airbusorder for 7A340 600only) by usingsome ofthe scheduledlelivery slots for Virgin Atlanticfollowing the recent syension of their remaining
order for six A346600.
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Para6.0 TheWORDS®/agellanand theirlegal team and witnesses usedd@wCnvestigationReport

Mr Lynch QCfull scale forensic enquiry, very thorough and exhaustive, very full and completecetc et
(Websiteg Part G PwC)

Mr Dimmag PwC¢ PwC is a reputable audit firm, a first class UK forensic accountancy team, capable of
getting all the facts for a sound repothorough and detailed, auditorextremely risk avers@vebsite PF)

Mr Edwads -PwC & | A 3 K¢ NI LJzi S S Gadl yWebstl&ick YR RSGFAT SR N
Mr Dekker- Program A340 EACA Y2 &40 NBIF A2y SR OASH  (websipkp Mrdidsip) £ A 1 St

Para 7.0 Financials & 2 KA & (i £ S-&PtibficdntegsH énformationet al

7.1.UK BBCTelevision Newsnight, Tuesday 10 February, 2009

Watch highlights from BBC Newsnight, presented by John Sopélhe whistleblower

HBOS sacked and gagged a senior executive who four years ago warned the board of the bank that they
were taking excessive risks, according to evidence given at the Treasury Select Committee today. Paul
Mason has this exclusive intervieg Minutes)

Former banking bosses apologised to MPs at the Treasury Select Committee who grilled them about their
role in the financial crisidBut their defence was underminetby the disclosure that HBOS's former head
of risk, Paul Mooreiried to forewarn his bosses

Paul Moore is the former Head of Group Regulatory Risk at ldBD®as theonly senior risk and compliance
executive in the UK banking secttw speak out publicly in the aftermath of the financial crisidout what

he saw from the inside of dank. His influential evidence given to the Treasury Select Committee in February
2008 was widely publicised in the media and led directly to the resignation of Sir James Crosby, the Deputy
Chairman of the FSA.

Prior to HBOSPaul was a Partner at KPMG limndonadvising banks, insurance companies and asset
managers on regulation, risk management and compliance. He has 25 years of experience in the financial
sector in these areas which encompasses both working in industry as gdceapractitioner as il as in
professional services as an adviser to the largest financial sector clients.

Grruth? - T2 NAS@ A GHHE
Please now view the video clip Answer (4 minutes) MorRaul Moorec the celebrated ex HBOS bank
whistleblower ¢ in response to a single question from Brian atNesember 200%cturein Belfast.

7.2 Other information / publicinterest+mediaarticles (Some 6 August 2006 additions for 2020

As background you may listen to Mr Don Lihde&Y audit partneior Magellan Aerospace in o minute
voicemail to me on 11 January 2007 following my whistleblowing toiE&¥c.2006.

GAuditorscLy G KS t | f Y -K Tinek $n 2009y | & K €

Accountants are trembling, waiting for the awkwardugstions

Government probes role of bank auditors

Linklaters and Ernst & Young face action over Lehman Brothers collaigs&imes March 2010
Ernst & Young's Lehman FalleUE&Y March 2010

Lehman, Ernst & Young and accountidgcountancy AgeMarch 2010
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PwC in spotlight over missing billion at Satyam, 'India’'s EnrdRe PwC Jan 2009

CL Financial CLICO scandal: Silence from Price Waterhouse Coopers as forensic investigator Robert
Lindquist submitgeport -PwC March 2010

Directors 'withheld facts' at lossiaking Cattles PwC 2010

7.3 PricewaterhouseCoopers (Pw@®eport- 13th Annual Evaluation @lass action lawsuits

z

1 April 2009 (doc 40974108) - 52% of accounting actions arestimate-related ¢ h ¥ G KS | 002 dzy {
isales alleged in accountinglated cases filed during 2008, estimatdated allegations were the most

commonly cited, representing 52 percent of all accounting related filings. In 2007, inadequate estimates

were alleged in 47 percent of such filings.

Amoryg the 5 cases filed againSanadian entitiesf0 percent cited overstatement of asset allegations.

¢tKS | O002dzyGAy3a INBlFa ¢gA0GK GKS KAIKSad AyONBlIasS Ay
allegations increased to 50 percemersus an average 82 percent during 2002 2006 and 25 percent in
2007."

WKAOKSEZ & G4KS NBIFRSNI gAff NBI-500/608 Proghath EACERerO Gt &8 G KS

74 Extract from Brian Little 6 eral evidence inUK court in_March 2009

Judge So PwC woul dbve seen a request to make changes by the
thoserequest¥ hat 6 s a pretty grave accusation to make again:
Mr Lynch We can call them

Mr Little But they are paid by you! Grruth? - F2 NHSG AGHHE

Judge It is a pretty grave accusation.

Mr Little | know and | dondt do this lightly

Judge |l 6ve rthator ded

Mr Lynch Do we want to hear untested suggestions matis2unfair to the Respondent§Ve say the accusation is ungrounded(but

they never called PwC as witnesses to give evidence and face &xaosisation which NIFA would expect)

Vir Lynch I'tds quite clear t he PowGghandexbasstive ppedtigation? was a very t#h

Mr Little No

Mr Lynch They examined a very large number of documents?

Mr Little They said so

Mr Lynch Thereds no obligation on PwC to set out every item

Mr Little No but it is fascinating to see what has been ignored.

Mr Lynch You canét say ignored.

Mr Little Yeslcanl 6 m | ooking forward to the document swas$neveratkedta e d
comment and Deloitte coulsh 6t bel i eve | was. not asked to comment

Mr Lynch The PwC investigation was very full and complete

Mr Little No

Mr Lynch The Report speaks for itself

Mr Little No

Judge There are issues there
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Para 8.0AccountancyAuditors ¢ LIS NOS LI ARF ARG 16FO2dzy (| yiaé

| understand from other people within Big 4 audit firimat Forensicaccountingpeopleconsider themselvas be amongst the
celite¢ membersin their accounting/audit professiar also believérom my researclhat most lay peoplevould attribute such roles
in such people and firms as having the following characteristics

8A. Ssee pargraphs9.1 and 9.2
8.B. L

- see paragraphs 9.8,4 and 9.5

8.C
Igkse paragraphs 9.6, 979.8
8.D.
These arghe hallmarks of theh v R S LIS f6rierSig accodnting professionél Ay | £ I RAS 3Af 26
8.5. Oral evidence from Mr Dekker on 10 June 2009.
Judge If the Q4 2006 EAC had continued with thiederlying gross loss of 5.22 milli@nd the further £2.734 million costs increase

Q4 2006 had been recordec:ata $10 million losswould MAC senior offters have recorded from that EAC a cigd® 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 basedon 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 tt
accounts correctly and record a loss.

Mr Little Can | just clarify something now, if we just look at document 1831 in the bundle, what you're saying, John, then, sss&nd
everybody else, if the number do you know here, $137172, which is the veymtajtthe sheet, marked D, | thirsr.

Judge Yesé.. we have it

Mr Little So, Mr Dekkerjf D was minus $10 millionl think you've just told the tribunal that you would tHeposting 10 millionloss 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, wot

record it that wayno. Not solely on the basis of this scheduléhis scledule is an estimate at complete, and each quarter w
various scenarios of this schedule, there are three major variables that affect the outcome of thissmingdlering it to
such basic levels, but it's number of units, times revenue per undénd the cost. Each of those three variables has a habit «
changing on us. And as such, this schedule will change each time wé/de itiso have uncertainty about the future, so our
view as to what's going to happen into the future will also affect o 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 relevande the Q2.2006 A34800/600 EAC of($5.2m)etc ety

Mr Dekker If our best view, our -- let me identify best,our most reasonedview and most likely outcomeshowed al0 million loss, yes,
we would post that loss. (seeBL Observation 1 bel®)

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

Mr Dekker We would give them this document in the audit process, plus the supporting detail, | can't say that this is the primemy loia

| 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 jolt, dbawan
better word, that's what this Excel work sheet will become, anddsry 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 aceitalmly 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, PwC, it confirms that this was the deeuhfient

yearend audit testing purpos€SeeBL Observation 2 beloyv

<BL Observation 1 from oral evidence above

Mr Dekker fi é . This schedule is an estimate at complate| each quarter we do various scenarios of this schedule, there are three major
variables that affect the outcome of this schedideyy to bring it to such basic levels, but it's number of units, times revenue per
uni t, and t Ihoarbesbview, éut- &t me identify best, our most reasoned view and most likely outsbmeed a
10 million loss yes, we would post that loss.
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It is neither rational nor credible that in the face of the following contemporaneous documented facthat, in short, Mr Neill and Mr Dekker
had any legitimate basis for makingadecisin t hr ough #AManagemmaveowver andae n50/600EAEC progeach i A3 40
break-evenodo as, to quote Mr Dekker above, the fimost reasoned view and

(1) Number of units : production volumes were reducing in the near teiffY2007- FY2009 , aA350-1000 XWB product had just been
announced by Airbus in July 2006 at the Farnborough Airskwith no A340500/600 orderswhich would effectiely mean the end of the
A340-500/600 product life/series production was now certain within five ygbdtsVandersteen of Airbus UK recorded A340 600
A Tr a 3 Wighdhése fais and my Protected Disclosures on 8/9/10 August 2006 (PD22&PD23) how could Mr,Neill, Mr Dekker and M
rationally and reasonably believe that it was appropriate simply to defer the5@84800 volumes and revenues in to later years so as to s
complee the amortization quantity (843 units) by the end of the current Aircelle commercial contract in FY2BaR3 equally revealing is
Mr N ecorhnier@asy on 15 August 2006luring the Q2.2006 earnings webcgsages 1 & 2after my A340.PD22 and PD23 but before n
termination)in which he set outif perspective in what we heard /can read on the Boeing sliciess B o e i n-diffesent stays The
story of the quarter was the strength of the order book for the Boeing 787 that built through that period but also finthéBoas well.
Boeing won the bulk of the orders for twaisle airplanes and had, for the first time, some success that they could boast\@lecssaw that at
the Farnborough Airshow.

(2) Prices perunit : Mr Edwards (12 Aug)and Mr Dekker (11 Aug)had just approved Mr Butyniect¢
on 11/14 August 2006e.g.$179,623 for FY2008)hich hadLOWER pricing tharnn our Q2.2006 EAGe.g. $181,270 for FY200&nd which
would lead to aeduction in evenues of $5.2m$8.9mandfurther increase the $5.2m gross los#faaternally Magellan were satisfied with tt
documented BAFO pricing settlement for A34énd Aircelle had indeed accepted this Magellan final effew could Mr Dekker and Mr Nk
rationally and reasonably believe that this lower pricing would have more than et 6840500/600 $5.2m gross losses in our Q2.2006 E
documentand was in the best interests of roanagement MAC ordinary shareholders.

(3) Costs perUnit : By that August 2006 re Q2.2006 we faced actual costs on A340 which were escalating further and further away fr
FY2006 Budget/Program EAC. Throughout my attendance at the FY2006 MAC weekly staff meetings which Mr Edwards attend&gkife
2006, 1 Aug. 200615 Aug. 20062021, 12 Sept. 200@2179we discussed on multiple occasions taButyni ec and we were failing to meet
our operational budget/EAC targets in FY2006 in the factorieswhy would those documented cost facts not have led anyone to the vie
within Magellan that our A340 gross losses would be reduced and not increasetfeythvetthe $5.2m gross losses in our Q2.2@06C

document.
This Neill/ Dekker decision of fizero |l osses0 was t he netgandin subseque
financial statements TheseMAC Q2.2006 inancial satementsvere then certified iMr  Nei | | aeiMQ2D ek &r 6 s Q2. 2 (

certificateswhen publcly filed with SEDART public securities documents within Canada.

On the basis of the late Juy mi d August 2006 contemporary information and doc
i the documented A340 Program Q2.2006 EAC $5.2gross losses were set to deteriorate based on the available information

The MAC Audit Committee minutes on 10 August 2@@éich | did not attengfor that Q2.2006 meeting also recordPaint 5 in the Private Sessic
withEmst&Youngi . . t hat Mr Li only@eived theofihandiaBstterheatslandtivte MD&A at the meeting

PwC correctlyrecomld i n the Final Draft report at para 8.61 that 0 Beatment
of the A340 NRC were raised following Q2. 20 0Partl)l6amaesgadshenPat2 (7¢c a
minutes)) | Amdahe rirdanentalissue here, which we have to come to terms with, is that this product is a product that has not only ¢
a cost/ price problem but itds!mow also got a programme vol ume

<BL Observation 2as per this oral evidence there was an addition to the PmaC Report in August 2007 at para 8.61 {691} which statedefaY

$137K gross profit assessment / representation relantalows fiThe Q4 FY2006 EAC was alsoused by EYforyeand audi t t esting
The Estimate at Completion (EAC) process/documents are the MAC managémeats t r easoned v iiomal edadende :Dekkerel v out
and showed in this Q4.2006 EAC submission to the auditors E&Y and PwC an improeeere@®.2006 to a miniscul$0.1m gross profit on $250m

program revenues

Mr Dekker also disclosed in May, June and August 20091880A,1831Aand the 3605 document seri@6Q5A 3605B-G1 1 March 2007 3605H -
14 March 2007 in Part €- - NONE of which appear or were mentioned in the PwC report) which had been provided to both E&Y and PwC in March
2007 as one of the key Representation documents in which he dsserted

fiAt 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 appropkate

Separately Deloittes drl have produced working schedules which extendeditlis a Gl anceodo for the A340C Program
together with theinderpinning numeric Quantity/Number of Units and prices analyses & stated cost assuwiptbrenabled aoverall A340
financial summary/outcomes.
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Para9.0. d&Findings of Faét- lllustrative examples

By way of illustration of the matters set out at paragraph 8 above, | would refer to the following examples of
PricewaterhouseCoopers (PwC) condimethaviourin their C$3m- Report

Para 8.Bint A. Numeracyfinanceskills¢ &they can count logical el O ¢

Para.91. - A340500/600 PRICING

In explaining the increase in Q4.2006 Revenues from the Q2.2006 EAC Pwiasta8e6@h : ¢ ¢ K S
AYONBFASR NB@SydzS F2NJ GKS NBYFAYRSNI 2F (KS LINEINI
percentageof future sales will be generated in later years, when MAC can expect to benefit from the

impact of compound price escalatiof. ¢ KA & ¢l a Ay@FrftAR yR &AAYLX S (2
numerate person.Furthermore PwC had the spreadsheets in which it would have been visible that this was
both an erroneous statement and asserti@9.1:Why did PwC conscioushtate that??

Mr Dekker confirmed this in his oral evidence on 0eJ2009. See also website Part D Exhibits 8.1 and 8.3.

Mr Dekker Thereds evidence in the bundl e, we HoathedQ2.20@860anddd4.20DGNuMebars thastiee
selling price for each quarter was differgthe Q2 pice was lower than Q4.

Judge It doesnédét | ook as if theyob6bve brought that into the equa

Mr Dekker They certainly havendt documented it in that fashion.

<BL observation The schedule referred to in the oral evidence thate 2009 morning (Q2.2006.doc

1830A, after | had completed my own evidence in March 2009) allowed me to confirm what we instinctively
and numerically knewnpw factually precise}ywhich was that PwC had the basic information readily

gL AflroftS G2 SylroftS GKSY (2 TFdzZteée NBO23IyAasS GKIQ
assertion at para 8.62 abovdside from the obvious fact that PRICING was overwhelmingly the primary
NEFaz2y F2NJ GKS avy2@S G2 | LRaAAGAGS ANRAaAa LINBPBFAGE
GKSaS NS NBLJziSRfe& aF2NByaAiroe | 002dzyidlyida IyR yl
numerically trained specialist persofi),K I i GIKB3SESY § | NMrDEReR) viEc they deported

at Para 8.62 was untrue

It is insightful to also know that to those with forensic knowledge and experience when a remark
GYFYF3SYSyid FaaSNIlaég Aa oNRGOSY -sheAkORRISE FI2ANJ XK Sa dz
understanding (PwC) that the assertion is wrong and they already have access to multiple pieces of
information to concludethat. That is our vievand | also worked with E&Y from 1920801 In the A340

Section 8 PWC report PMEE FSNJ 2y (162 200 dpeak@AR S L allKyla3d S0 W& dif a
PwC para 8.62b pricing comparisons between Q2.2006 and Q4.2006 (i.e as set out above) and then again
from Mr Neill, in PwC para 8.7Z2Furthermore, management asserts thatthequirement for spare units

will support and exceed the total number of units projected in the &ABat, you will recognise, is the

guantities/ volumes subject matter which follows at paragraph 9.2

In fact on PRICING when we had th@2:2006 (doc1831A) and Q4.2006 (doc1830A) schedules ir26a€
disclosed to the UK couitttook just a fewminutes afterwards to produce thExcel spreadsheet

WB1A.Q2.Q4 revenues comparing the changes in revenues and their reasons to demonstrate the precise
pricing numbers and Revenues impact from Q2 to Q4.2006. As the reader can see in this spteadaie

(ONLY 9%)f the $8470K increase in the A340 EAC revenues from Q2. to Q4. 2006 were attributable to the
émanagement assertiof 2F I RSFSNNIf Ay GKS AO0OKSRdzZ S (2 €I
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Furthermoreit waspossible for a logical and numerate person to see that the pricing table at para 8.79
computed by Aeronca, as recorded by PwC, was incoassttte application of thtMAC/Aircelleescalation
formulawith consistent labour, othematerials and BETA21S cost % assumptions would have worked
through to providing a consistent yean year escalation from FY2006 to FY20i2fact a very fractional
reduction of circa 3.9% per yearnyAbasic checkingy PwGnvould havereveakd obvious multiple
numeracy errors as above the stated 10% BETA21 cost increase assumption i$4 sbmim
unsubstantiated revenusas per the tables at this link.

PwCalsoignorea NJ . dzi @ yA SOQ& wmmk mn ! dz3 dzaqiQ2.2064iimipadededi 2 | A NOS f
para9.10
You can read this all in my management assertiBwC table 8.62 pricing summary document

Para9.2. - A340VOLUMESJUANTITIES the basiclogic(para 8.744 | & & dzY Ay 3 | -yextl EA YdzY H
amortisation period for the A340 programme and thgear average useful life of exhaust systems would

imply the following : (a) production units delivered between FYa@81FY2012 would need to be replaced or

NB LI A NS R { ¢andBathgpara &75 forthe WwGlemandcalculation ofUnits to replace or

Repair by FY20RS Y | Y R 2\Wasqaite simplyvérong.¢ and that before the business/industry

knowledge erros ¢ i.e unsubstantiatedunits and salesevenues.

{As for my teamthreeout of four 15yean | d st udent s dlassin mipcalwdihdolsbs mat hs
identified thesdasicmistakesafter reading that pagefthe PwC reporin a few minutesas we had also
notedon24June00fand | addressed through Mr DbélewAslones or al
teenager, to paraphrase ai d @ s ur el Yiverad im261® wqulllse the original andot require its

first new exhaudb be replaced or repairedntil 2020 and then its second in 228 hat should have been

2021 minus 8 years for 1 (200&013) and minus 16 years for 2 (1998005). That 8.7 (a) statement is

wrong. And that table at para 8.75 is wrong tae it multiplies both of the first two lines by twdrs Little i

that sentenceghoseyears and multiplication arall wrongd}

Based on theIAC/PwC assumptions the first period shousé been for FY2001FY2005not FY2006)

during which time 74 A3403500/600 (or 296 unitx 2) entered flying servigavhilst succeeding yeafsom

FY20060 FY2013 should have shown only one repair/replacement by FY2021 (not the PwC multiplication X

2). The result--totally erroneous calculated demand of 1572 ursted onwhich PwC woulih partbase
theirO2y Of dza A2y Ay t g/ LI N} yoByadgKrot$SE® adzyirildae Ay

Furthermorewe now know from August 2009 th&wC had been provided with a spreadsheet by MAC4
March 2007 WhichPwC or E&Y had reques}edhich showed almosi0% lesslemand (3605H) for Spase
and Repairshan they had calculated in their PwC para 8.75 table.

That enormous difference could not possibly have been accounted for by the additional 85 aircraft build (to
220 a/c) which PwC, amtishingly, also accepted ast@asonablé forecast¢ see paras 9.39.9.

Q9.2: Whywould PwCforensic accountantsiot havechecled and correctedthese?

Extract from Mr Neillés oral evidence in July 2009

Mr Little And this is coming off the baakf what Dr Thamburaj &f MAC> has done in the middle of March 2007 for yourself, on the useful
<referring to PwC Exhibit 8.5/Part ®

Mr Neill Correct.
Mr Little  And this refers to a spares requirement in excess of 800 units to 2007 to 2@2lopposed to thd572 calculated by PwC?

Mr Neill If you make the assumptions for the forecast that we've just agretizeorthe numbers will generate whatever the numbers are, a
it's 800, it's 800l was going to suggest that the 800 was likely over the life of the programmand it was well in excess the
numbers that, at that point in time, we needed to recover all of the costs.
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Mr Little  Rich, just so we're both on the same wavelerththevidence you've given is that thBwC table (their calculation of
1572 Spares and Repairs in parég.you didn't corr ect, and both of us believe that it's probably wrong

Mr Little  You've said independently in this emalbf 3597. my report.page J6fhat you've done a calculatitimat suggest800+
units on a replacement basis on 40 thousand flying hours is what is in the EAGlote: MAC disclosed document
3605H dated 14 March 2007 and which had been sent toaPth@ time. This document was disclosed after his ora
evidence on 27 August 2008)d what I'm saying isf that is true and everything has changed at 40,000 hours, pur
spares, that would meet the 1247, which is your pbirttjt's only in that situation that everything is getting replacec
at 40 thousand hours without exception. No repairs, nothing, straightforward replacement. That's what your ernr
are saying??  Websie C, D Exh8.5,lnd paragraph 9.9

\And from Mr Lynch QC for Magellan crossexaminationon doc 3597/8 (you mustlsoreadparagraph 9.9)

Mr Lynch  We have Mr Neill's email tMr Moore of PricewaterhouseCoopetls. know it és a bit compres
course there is a bigger version in the bundle, if that's a bit small to(feaaise).
Mr Bobbi, you can see, can't you, looking at the two substantive paragraphistually is a feature of both those paragraphs
that Mr Neill makes it expressly clear that Magellan is simply basing its calculations for accountancy purposes spares
or replacements, he's not included anything to do with repairs.

Mr Bobbi  That's right.

Mr Lynch  Good.

Mr Lynch  Dr Thamburaj's point was not a question that they will need repairs after that peridtamburaj's point was that arouf@,000 flying
hours was indeed the lifespan of the ufibat after that, its lifespan was spent and should be replacedl hat was t he point.

Asyou will also havéad the opportunity taread earlier in Para Mir Dimma asserted in his evidence that
effectively he relied on Mr Dekker and PwC. However he stated that the Audit Committee looked at the draft
and final PwC repostery, very carefullyAs ONE example we cannot understand why Mr Dimma or his
colleagues (or indeed anyone atMATA R y 28 &SS (GKS 200A2dza aol airo f 2:
alone inflated their calculated demand by several hundred units or $100M+ revenues, made by PwC

OaT2 REVEMOSEYD GKSe OFfOdzA iSR | LRGSYGAlIt RSYIFYR T3
FY2021.

You can read this all in the management assertiBwuC table 8.74/8.75 quantities summary document.

Para 8Point B.  Reliance onthemgd O2 Y LINB K Sy & A LStk inéefoiNediy K ¢
independence/objectivity

Reliance- the MAC Annual report for FY20G#8 page l4refers torelianceon customer ddivery
projections & well asexternal market forecastg as para5s. above

Para.9.3. - Customer delivery projectiorsalthough provided to PwC Hyoth MACand meit clearly
showed reducingA340500/600production programmes for FY20QFY200932 a/c)at a rate of circa ten
alcperyealt YR O2yaAraidsSyid gAGK aN) .dzieyaSoQa (yz2sfSR3S

Mr Little Airbus internal plan i rate about 10 per year?
Mr Butyniec That makes sense

You will also havhad the opportunity toread paragraph 5 and the oral evidence/knowledgsahe
Magellanseniormanagement

The implications of lis customer delivery projeabn information and these documents werEXCLUDED

from the PwC reportand its Exhibits That is important as not only does it stagechrelianceby Magellan

in the AnnuaReportit also sets the benchmark for the most likéyK A A K Sa & RiSdnar@StNE NI G S
productionindustry with approximately 84 - 36 monthlead timeto increaseexisting productiomatesfor

twin aisle / wide body aircratft.
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0Q9.3Why did PwC excludthis doc./ignore this A340 x 10 a/cate p.a. from all their analyses/report??

FactuallyAirbus didcorrectly project in their February 2007 production pB2 a/c build from FY2007
FY2009andthendeliveo n b W & Ol v OS f @ Aréraft Yoy tifeAdofDEc8 Mder! 2008 N

UPDATEBugust 2010The plan forF¥2010-2014 published byirbus on 30 June 20Xfibw shows no
further A340500/600production build | anticipateAirbuswill add occasional A340 500 aircradtthe
production schedul¢o use up inventoryor VVIP customers up to 2054 a Production build = 135 a/c .

Para.9.4. - External Market Forecasts

Despite the FY2006Annual Repor{pl4)referring toMACreliance omrmultiple external market forecasts
solitary market forecast provided via Magellan sources was included iRPt@A340 reportg from Forecast
International(FI)Exhibit 8.4 This is referred to in aemailexchange between PwC and Mssrs Furbay/Neill
on 22 March 2007 when they respondatilQ4dWe areunaware of other sources beyond Forecast
International and access by account and password has been given tXFEwC.

Mr NeilFRANknewthat was untrue asnorethird party forecastsvere available in his reference to Teal
Group etc. irhis crossexaminaton evidencein paragraph 9.6 As you will readlao at paragrap®.6 | also
referred PwC toRichard Aboulafia and thiBealGroup A34Gorecastsin my tapednterview.

In fact at least seven third party market forecastgere regularly availablefor the A340500/600.

In March /April 2007, in common with all the other market analysts andcsters, FI had successfully
identified the four drivers fosubstantial reductions in market volumes in itgritten Forecast Rationale
(3616 using their language

(1) a¢KS LX350¢00 &nB-1000 will offer competition to the 77§ (A350XWB launcheg  Airbus
PressReleaseand Brian Little V6para 205and RANc MACQ2.2006 webcast 15 Aug2006

(2 G¢KS t2aaA0AtAG8 SEA&GAE GKIFG GKS O2YLIk ye 6Atf o
officials showedittle enthusiasmfor committing resources to suchamévé ! onn @/ Kd & OSR
terminatedg Brian Little Witness Statement para 2@d Flight Nov 200&and Flight 1 Aug 2006

B3) WOYANI GSa 'ANIAYS 6Fa | YI22NJ LINRLRYSYd 2F |y d

A340s ad had ordered another 18, with 10 options for delivery in 2Z00E0. But the compangancelled

the order in the last quarter of 2006 We think this move is significant and that other carriers will be

equally unwilling to wait for Airbus to clarify itsritentions towards the A3466 ! onn a9y Kl Yy OSR.
abandoned / Emirates order for 18 cancetB W/S20%ndHight 1 Aug2006)

(4) a¢KS O2YLIl ye o0S3aAlLY wnnt ALK  FANY 2NRSNJ ol Offt
relatively weak. Put bluntly, the A340 has been taking a beating from the 7@'Aidyus has not yet
2FFSNBER OF NNASNE O2YLISttAy3 ySg NBlFazya (2 aSt S
TSSRoOoFO]l AYRAOINGSa GKIFIG GKS 177171 27FFSNHCufedts SNI 2 LIS
A340 Sales campaigésorder¢BL W5201and Flight4272/4& RANg MACQ2.06 webcagt

These four decisions werestated in theForecast Rationale April 2009 FI reppwhich now forecast a
total aircraft build of 133, finally joining ¢hmarket consensus of the othertf.adds in 20095) éthat the
+ANBAY !GfFyaGAO 2dziadl yRAY3I 2NRSNJ F2NJ AAE kO F2N

However Flinexplicablyfailed in April 20070 follow theirwritten & C 2 NB O A 2 yadkdbahalysis
language through in to their annual numerid#él yearforecastwhen they only reducegroduction forecast
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numbers by 70 to 213 aircrafiThis was stibome 78 aircraft:312 engine exhaust ungseater than the
amMop I k@ yYarSNJaSiza aO 2 T.| am iekaBly irfoknted % &1 kh&t Mfthe April 2007 report Bill
Dane (vho had recently been diagnosed with termirgaincel) ele@ed to keep production in the early part of the period at the level he did
for only reasons he caanswer Additionally FI are not privy to Airbus internal documerifsour forecast exceeded the actual numbers produced , it is

because Bill Dane believefbr reasons only he could explain that theywotld® CNEB Y ¢ K G L F@FOQ@SS&C@ G§SNXYA
y2i O2yaARSN) SEA&dGAYy3 FtSSia& yR FdzidzNB FANI AYS
YR 02002 Y gsdehhs ihcsk 1§ FOSeedslet at Airline Moyitorthose existing/potential new
customers of A340 aircraft. As@iner Forecastintl.employee Mr Bobbi was able to confitimthe UK court
thatthisé & y 20 LI NI 2F (GKS CL LINRPOSA4& Flanflist. 2 FG Sy Al 61

These foumarket driversvould undoubtedly lead to a wind down in the A340 prograewhilstthe FI
HIGH CONFIDENStBrtterm 3 yeamumerical forecastvas for41l aircraft deliveries for 20042009 This

41 aircraftwas almost 30% HIGHER than the planned Airbus delivery plan for 20000 (doc 3600 = 32
a/c) provided to the Airbus supply base. Furthermore the Airbus planned production rappaiximately
ten aircraft per yeawas obviously documente@oc 3600and known to Mr Neill, Mr Butyac (as per their
oral evidence in paragraph 5), Mr Dekker, MAC/MALUK, E&Y and PwC

Additionally and centrally PwC, as recorded at PwC para 8.3, were aware from my briefings/documents and
filed Grounds of Complaint within the UK court process (PD23etretithe July 200@\irbus internal
sales/program scenarios of a further @6tél build 155 aircraftand 100 aircraftt6tal build 195 a/¢ -

which naturally tend to be higher/optimistic, as they are thanufacturers-_exceeded by some 1& 50%

the remaining total aircraft build forecast of 117 made by Forecasirrlarch 2007

In conclusion the étecast Internationahumericalmarketforecast was therefore fundamentally impaireg
reference to theil Y R S @ S NBmarkeBanal/sisasSa@ltia unbelievablyin a precedent for any third
party forecasterexceedingothi KS Y I y dzbwn(iodiziNign¥ErS for the immediate future from
2007¢ 2009 by+9 aircraft (almost 30%hilst over the 10 year period from 20@722016FIwere +20 to 60
aircraft (15%cp /k> KA IKSNI K VCWSOORBEIR Q 26y @DASsa

As a significant number of people commented to ugrea cursory glance at thHdACFY2007 EAC /bget
for 10 aircraft / 40 units, as compared to their 1 March 2007 representation of 20 aircraft / 78undithe
Forecast International forecastgould create some basic questionibyg anyoneof the market /production
number submissions.

For its largesNRC project it is simply NOT credible that Magellan Senior management did not consider ALL
the inputs (a) Airbus programmes (b) external market reports, (c) aerospace publications information and (d)
their communications network they had on A340 from rB@D6 to early 2007. At its most simplistic a
Representation document that MAC would manufacture the equivalent of 62 airoraft March 2007and

41 aircraft (14 March 2007) for the pericdD07 to 2009, when they were all aware of a ratatodut 10

alc per year in the Airbus programme for 32 aircrgf600) is simply absurd

Although theMAC FY2006 Annukport stated at P.14 its reliance on those custodediveryprojections

F& LINIG 2F a!/ Qa aasSaayvySyid 27 K belieraPWwa Gellderatdly dzy A (
excluded/ignoredhose Airbus A340 customer projections and their implaragiin their Reportlt is also a

matter of record thatPwC presentedho other external market forecast despite that specific reliance in

the FY20068MAC Annual Reporand standard industry practice

Q9.4A: Can PwC credibly persuade anyahat their decision toconsciouly selectproject volume
information from a single external market forecasom the seven + available , for inclusion in their report

AAAAAAAAA

(6KAOK taz2z SEOSSRSR G(KS YI ydFwasinereyasearies af amgtats/incoynpetenesgsa |+ (L
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(by PwC the No.1 global audi)dn the light of commonsense/industry practi@ndas statedn the MAC FY2006
Annual Report reliance statement on customer delivery projectasnwell asexternal market forecast8?

Their decision toet aside otheexternal market forecastsglata from publications and thever-evolving
volumerepresentations from MAC would suggest otherwias.a matter of record wR 2 ybéliéveit was a
éthoroughandS E K I dza (i A @iSdependghtrepadit § ilwiasthe diametric oppositeind all the evidence
LRAyida (G2 aC2NByaiaO RSOSAGE

In fact only in July 2009 did we ledFrN2 Y a NJ b S A f th@ ®wCrétlebted B €canar® yamnIVAC

in mid March 200%vhich wasdenticalto this six other externatoncersusforecastof a production build of
135A340500/600 a/c (1 expected circa 150 a/c in Fethoc1437and then August/Sept 2006 whilst by Feb/March 2007 this

would have fallen to pprox135 a/g.Then Mr Neill (CEO) dflagellannow created a story tdcovek this asserting

in his email doc 3597/359® PwC- just hours before the FY2006 financial statements were released to the
TSEon 30 March 2007 that replacement spares would be requiréals the useful life of the exhaust system

g & [ LIINRBE opZnnn K2dz2NE 9¢2 LINRPGARS | YINBAY 27F &
life}. This analysis shows that the likely spares requirement in the period 2007 to 2021 was in excess of 800
unitsé (doc 3605H; 886+ units)Thisa f A 1 St @é NBLX | OSYSy G &.BX» dMBdudirgdz 2S5 O
gAGK | ANDSTt f S.QANEST BS&dpdurdents wieke 2liscioged by Pwi@msteadchose to
independently calculate thtalsed m p Spakeanitsat para 92. Theseonly became available after Mr

b S A dvitleficiin July 2009.

FinallyPwCcorcludein theirfindingsl G LJ- NJ y therAB40 prbdtdmine waX approximateB8%
complete at the end of FY2006.

Para.9.5.0ndependencé / Objectivity

| cite just two examples of our legitimate professional conéerinF G SR (2 hesih 2E20G7S | R LI N

MHa ¢KS / KFEFANI 2F (GKS ! dzRA linsisted wrvchairiagEiSS adNAa ¥ R $ fI3 Y RS v
Ay @S a G JaEhbughing yad previously concluded in his own investigatiothersame matters o4
b2@SYoSNJ Hwas satisfied (and redain satisfied) that the issues you raised did not (and do not)
warrant further steps or remedy. | considered that the issues you raised were not financial or governance
issues that were of concern to me as the Chairman of the Audit @m@nThey did not, in my view, amount

to unethical or unlawful acts on the part of the Company or any of its employgeNJ 5A YYI Q& YAYR
conduct isvividly displayedn hisoral evidence on 4 June 2008

Mr Dimma Youdre t he agg rantedaeilly grmslength relationship w (but seePwCTOR instnsin para 2.0)
Mr Little | saw you in early February at your office.
Mr Dimma We met in the lobby briefly

Mr Little I said | wanted to work through it with you
Mr Dimma | d ecald but you might well have said so
2QRSaLAGS t o/ Qa | afiNOdzhGE Wad Srvited by PWEIto/comment an the factual

I O OdzNI O &Fingl5F NJG KB AMIKIG2ANNG £F A v -Rvkigh Was prddiiced dorethreddur

months after the investigation commencedhis standin stark contrast to the positiominutedin a

meeting on 3 May 20QBome weeks earlieat the Audit Committeeg K S NB A (ThepiBfose NiRh& ¢
meeting was to provide John Tracey with comtaeagarding factual corrections on the portion of the draft

t NAOSgF GSNK2dzaS/ 22 LISNRE o4t g/ €0 NBLRZ2 NI (KNeikdnk OA ND
Mr Dekker presentinade a number of comments regarding factual corrections to the portioreadridft

report reviewedd

His oral evidenceonfirms his mindset/conducin 4 June 2008
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Mr Little Was | asked to make amendments about factual accurdey8/3002 Sent by independent lawyers working for the Audit
Committee. | asked to make comments as | had been advised to do so by Deloitte. | asked if | could be invited to comm
on the factual accuracyi it was denied

Mr Dimma You met with PwC during the investigation?

Mr Little These are specific questions | asked if | could make comments. This opportunity was denied.

Mr Dimma In the view of the Audit Committe®wC is a reputable audit firm, a first class WK forensic accountancy team, capable of
getting all the facts for a sound report. They did soThere was no need for other parties comments.

Mr Little Why allow the Magellan management to comment on that PwC report and not me? It now takes longer fomngepfactual
issues.

Judge You donét have to. Not sure Mr Dimma can help on fact

Mr Little Major concerns about A340, C$40m plus on Magellan balance sheet

Mr Dimma Yes é é é é é é . continued at pard.4

Given the reliance % MAC on the Final draft PwC report in their public financial statements on 11 May

2007 the UK court Ordered KS RA & O0f 28 dzNB 2 F ( KA DespitRtNg factiréat thdlS LI2 NJi
Final PwC investigation and report was not completed for a futtimere months (until late August 2007) we

were never invited though on commonsense and advice from Deloittes LLP and Mr McCreergffered

on multiple occasions, to comment ohe factual accuracy of that Final Draft PwC repdittose requests

were all denied.

Furthermoreafter the Final PwC report in late August 20@vrote to MrDimma(and Mr Edwardsin
Sept2007 setting out a few illustrative examples on A340 outlining my concermast A Y RA Yy 3a 2F T

My accountant, Mr James McCreergised both (1) and (2) of the above issues from the very outset with Mr
Tracey TGSNI KS KIR (KS 2R NIdzyAde (2 NEWinmeNI 5AYYI C
accompanied me to my interview with PwC in Belfast on 29 January ZB£@ittes LLP similarlyomted out

both of these concerns directly with me toenabling us to make further suggestiang/hich were

steadfastly ignored by Mr Dimma and PwE@urthermore there was the natural concern and immense
LINBaadz2NE 2y aAyRSLISY RS ychSiéh ah agsRynniehtlbeR dFreatd torickent | £ A & Y €
A GAATFOGA2YykTSSa YR 0NEBI RSNJI 0 dza dlofadaudit firhBeull (G A 2 y & K
az22NBQa Ay A DA NGB s algosignBicadtnbeed it is insightful to see wh@wC state

on their website regarding their Servicesee also Para 9.6

Q95A Do you believe PwC acted to ensure their prof@sal conduct and integrity by taking any actions in
GKS LINPOSaa (GKSe F2tft2¢SR RdzZNAy3d GKIFIG aS@Sy?Y2y ik

Perhapsn reflecting on thigQ9.5A you could consideior examplewhat wouldPwC have had to do
RAFFSNBylfte AF GKAA aAYRSLISYRSDydsomedre BEyvrdAmadbeei@S a G A
invited to make the factual comments stated in these ten illustrative examples in Paragraph 9 in June / July
2007.

Para 8Point C Access to infanation ¢ global knowledge management /other audit clients and public
information underpinned by technologndaccess to documentsecords

As the global Number 1 audit firRwC make much of their knowledgaformation management and
forensic /deep tebnical skillg/et despite this

Para.9.6.A340External Market forecasts TheannualTeal Forecasnharketreports for A340 were available
to PwC via their annual subscription in thBivCLondon Office; the centre of their global A&D practiece

but bath the information implications and the documents themselves were excluded from the PwC report
and Exhibits PwC state on their website regarding their Servi¢t#3DATED)
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OAt PricevaterhouseCoopers we aim to deliver outstanding service to our clients. We put quality, integrity

and client relationships at the heart of our approach. We have talented, enterprising and intellectually

curious people who strive to help our clients achgweees® évhilst at Consultingy X X XOdr @ork is

always evolving to respond to industry trends and management focus, and we combine our deep technical
alAatta Ay NBaLRyasS (x:¢ahddihéerasfafdiDRianceprattiggdCAUR Blaif S S R &
on their website that they have over 100 A&D sectoe@plists which are an integral part of the
PricewaterhouseCoopergobal Aerospace and Defence netwonkhich ided by Neil Hampson of PwC UK

dgiving our experts access to industry specialists in over 140 codnéries

Not only did PwC have the3ealreportsthemselves PwC London Mr Hoon Ddmut theyEXCLUDBEDBem
from the C$3mPwC report despite my telling them in ddgnuary 2008terview to obtain same. Tape
recording- Part 1 (16 minutes) and thenPart 2 (7 minutes).

| told PWC UK (587 and audio tape) on 29 January @007 & dz33S & (i yéugktiwo érdhrde R2 A &
analyststo give their view,probably theguy who is best in the market is TEAL groupguy called Richard
Aboulafia, and everybody, all the others , may have different views but he is worth reading and gettihg.
would cost you a couple of thoasd dollars but he is usually not that far away from reality] think most
people see it like thig this is the end of the lin® ¢

As the centre of the glob&wCAerospace and Defense service was in London they may nohawdyhad
the external foreasts from Tedbut alsothe other five+third party forecasters from mid 2006 to early
2007. These were for a total production build of 1360 A340-500/600 aircraft with a market consensus
¢ excluding this Exhibit 8.4 from Forecast Internatianaf 135 Aircraft To my knowledgemne seven
external market forecasts were available during the period.

| expect that PwC forensic staff would also have had access through their Global Knowledge Management
internal processes to some of the other exterraieicasts too, though none of these are referenced or
Exhibited either in their seven month investigation/Reportdid not know until Sept Dec 2008 they even

had those Teal Reports.

What did these Tedbroup A348600/600reports say.
(e.q. Richard Aboulafia of Teal Graullarch 2006abovec &a! ANDP dza Qa ¢ NJ} IA O- vdzZ R2S i
500/600 market forecast af 135 arcraft build.

By the time of the PwC investigation2007all sixother forecasters had released their forecasts ttwtal
A340500/600 Production Build of between 130 ak£150 a/c with a consensus of circa 135 aln.2007
Richard Aboulafia had now entitled his annual summary update for the-BG@®00¢ see linkasd 5 S I R

tflyS CtaAay3déo

Mr N ealsd gavé eelevamtral evidence on 14 November 2007

Judge Airbus now more confident? (In A340-500/6001 Feb2007.153 sales orders)

Mr Neill I t 6 s v e riyirctafecanflyanywhekre.

Judge You did not share the pessimism. Your icysm about that pessimism has been vindicated because you have sold more?
Mr Neill Correct. | chose to call the suppliers and discussed with them how they saw the fututhey said the estimate in the journal

(BL Note: referring to Teal)was extremely gssimistic.
Mr Stafford When did you have that discussion?

Mr Neill Q1.2006 and Q3 and another one just a month a(glL:Airbus.30Sept2007:138 orders)

Mr Stafford You could see what fecast said and spoke to RRReferring to Mr John CheffiisRR COQ

Mr Neill One of many

Mr Stafford Said it was pessimistic and as events turned outproved to be pessimistic?

Mr Neill Yes

Mr Stafford Document 2998/PDead Plane flyingi April 20071 over page . They have said that the forecast I28not 163 (BL
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http://www.pwc.com/en_GX/gx/industry/leadership/NEIL-HAMPSON.jhtml
http://www.fortfield.com/casefiles/PWC29jan.Number2.A340.start..WMA
http://www.fortfield.com/casefiles/PWC.29Jan.2007.Part3.A340.only.WMA
http://www.fortfield.com/casefiles/PWC.29Jan.2007.Part3.A340.only.WMA
http://www.fortfield.com/casefiles/doc2992.pdf
http://www.fortfield.com/casefiles/doc2992.pdf
http://www.fortfield.com/casefiles/doc2999.pdf
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http://www.fortfield.com/casefiles/doc2999.pdf

Note: confirmed typo in fact April 2006 = 135%ee doc 2981

Mr Neill Yes

Mr Stafford Still predicting low forecast?

Mr Neill Yes

Mr Stafford Belies the optimism you just stated

Mr Neill Moved the numbers up by 3 phased out by 201G do not hear Airbus saying that

Mr Stafford The only trade estimates referred to by Pin&@e Forecast internationaDid you provide Teal?

Mr Neill We gave everything we had to hanihcluded the plan for productio®id not include the Inteationali | think it included Teal 1
but cannot recall.

Judge Did you provide data from other publications?

Mr Neill Yes>

Q9.6A: Why would PwC exclude an external market report from Tee@biéed any of the other five availabld
specifically whn it is readily available in PwC London and | had told them to oibtaitheir response to
their question at the outset of their investigation??

Q9.6B: Would theuse ofmarket volumes forecashformatior/implications(of 135 a/c build; together with the Airbus
production plans at Para 9d1ave completely undermineBwCa ¥ A y R A y 3 & heBcgconEllisions?? | y R

Para.97. DATA from other public sources/publications and specific research/other learning

PwC do not mentioror Exhibitany market das/articles from anyaerospace/generapublicationsor any
Teal Reportsn their C$3m+ report.

Mr Neill oral evidence on 14 November 2007

Mr Stafford The only trade estimates referred to by Pin&@e Forecast internationaDid you provide Teal?

Mr Neill We gave everything we had to hanihcluded the plan for productio®id not include the Internationall think it included Teal 1
but cannot recall.

Judge Did you provide data from other publications?

Mr Neill Yes>

and in 27 July 2009 UK hearing

7TheJudgeisaccessing his notes from the evidenceat B72by Mr Nei Il on 14 November 2007 following
juniorcours el 6s record of that UK court evidence during 27 July 2009

fiDid you provide Data from other Publications? & Mr Neill - Yes
Judge My notes say that he was aware of a production plan, and the pessimism was sharéettedlireTeal Group forecasts. And he

mentions that Forecast International is referred to in PwC, we provided all the information to PwC which included a# fhenp
Airbus, and we didn't give them Forecast International. They had to obtain té&ralso provided data from other

publications.
Judge From my note it looks as though it was the evidence that further documentation was pr{Ralest)
Mr Little Okay, so on that basis, sininterrupts
Mr Neill Do you want me to add, sir?
Judge Yes, please.
Mr Neill Judge?
Judge Yes.
Mr Neill Yes, it's now two years since this happened bec¢dll quite clearly, and Mr Little knows this, that it was my practice to keep

copies of all trade publication articles, documeasswell as anyforecast that we would makethis would be, the trade
publications would b&light International and Aviation Week primarily, but other things, such as Air Transport World and
the likes. What | did was | handed the file, with as much of that data irt ithld,| gave it to Pricewaterhousénd | do not recal
if the Teal presentations that | referred to earlier were in that file or not.

a4 &82dz K @S 2dzad NBI R a NlathfBom btheQpiblications lwak) thattn®Rarethtf S O A
2007he provided PwC with his file of A340 press articles etc retained from Flight Internatfonation

Week andAir Transport World publications and perhaps others.(c) He could not recall whether he provided
the Teal Group external market presentationamhation. These naturally gave a sense as to the A340

market/sales etc. at the relevant timés.g. November 2005 = 427@nd(e.g. January 2006 = 4242 and
24


http://www.fortfield.com/casefiles/airbus.wing%20plans.6,feb.2007.pdf
http://www.fortfield.com/casefiles/airbus.wing%20plans.6,feb.2007.pdf
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http://www.flightglobal.com/articles/2006/01/24/204262/airbus-wins.but-rival-is-top-dollar.html

(1 August 2006 = 42t9part of conversation re PD22 with Mr Neill on 8 August 2@8@st he provided his
general aerospace industry perspective each quantérs briefings during thEarnings webcast calise.g.
Page 2 of the Q2.200615 August 2008vhere he briefed the industry equity analysts

6on top of that, there was the indecision that we had around the whole A350 program, &nel finehdecision to go with what is now known as the

A350 XWB as a competitor to Boeing's latest product. They took pains in getting there and, in doing so, they sent a cormbanback not only
through the investment community but through thepsuphain as well, especially for those who had already started working on the A350 program.

In Boeing's case different story. The story for the quarter was the strength of the order book for the Boeing 787 that built througbdHautpsso
for the Boeing 777 as well. In fact, Boeing won the bulk of the orders foraisle airplanes and had, for the first time, some success that they could

boast aboutWe saw that at the Farnborough Air SKBvE

I know he did retain such a file in his office asregular occasions we would discuss articles and subjects
which we had both seen or reagncluding the two referenced herel also used articles from publications
regularly in my December 2005, March 2006, and May 2006 Magellan Aerospace Boardapi@sent

PwC do not mention any market data/articles from any publicatioasany Teal Reports their C$3m+

report. | £ G K2dzaAK | GF2NByarAOe Ay@SaidAadardrzy te/ 6SNB |
Gt dzof AOF GA2y aé¢ FAf Srequegtéd 420BAGITNE was tid endble itsacbntentssfdt g

period September 20@5March 2007 to be a matter of court record. | have been able to obtain all the

relevant A340 articles directly from the Publications mentioned by Mr Neill on 27 July @0Dat period.

Those articleshat | recall that Mr Neill and | had read separately and discussed (mostly Flight international)
are annotated accordingly now in the UK court bundle and feature in my A340 Report from pagy2s a6

the relevant timelins in 2005 2006. | also remember picking up a copy of Business Week in early

November 2005 (whilst in North America) and reading the arficl® SA v 3 w2 | Nhinclude§theR ¢ 6 K
remarksd G KS ! onn  Aad 32 AV IEfronkKEs Gredndlet o Airling MositorRong/ o thel- ot J
external market forecasterd. remember discussing and leaving that Business Week magazine (4296/A) with

Mr Neillg it would prokably have been in this Publications fileertainly he was well aware of the A340

subject matter from our multiple discussions.

| also used copies from publications/articles with the MAC Board, often sending the Directors copies to read
in advance of théoard meeting so that they could be used as part of my Board presentation. For example,
an extensive folder (100+) pages vpmsvidedon the Aerospace/Market environment in December 2005

each MAC Directot.used these, amongst other things, to helpritlfy phases of progression and crucial
decisions. For example for the A3¢600/600 programme:

(A) the response to the Boeing 787 program and sales success was the launch of the original Airbus A350.
Initially it had been launched as a muchproved A330 BParis Airshow in June 2005. It was not
targeted to replace the A34B00/600 and separately an engineering programme was launched in
September 2005 called the A34§6r A340 Enhanced initially learned this frorboth Geoff Pinner in
AUK Engineeringnd lain Gray as MD, Airbus UK . | was aware of this because of the study and
engineering resource implications on the UK wing and resources. This also gained some publicity in Flight
in November 200%4270)and | spoke with Mr Neill and the MAC Board ahibat article/subject matter
on 8 December 2005.
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http://www.fortfield.com/casefiles/flight-international-1-august-2006-airbusoffer.pdf
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(B) by the end of 2005/January 2006 in the Aerospace publications repdetiog272/4)t was clear that
the Boeing 777 had completely outsold the A340. Current sales campaigns were being lost on a monthly
0l daA& 0@ ! ANDPdzAd 2A0GK2dzi GKS !'onn d9yKFIyOSRE LINE
email dated 19 February 2006 to Mr Neill, Mr Butyniec, Mr Dekker and Mr Edyia¥8%/8) pointing to
the current situation regarding sales campaigns andcamcerns that some internal Airbus estimates of
production volumes for the A34800/600 programme were for just 75 sales/deliveries from thiate
was crucial ( a total production build of 150/155 aircrgBrian Little witness statement para 200.)

| also endorsed my Q4.2005 Canadian regulatory Senior Officer duartetificate dated 24 February 2006
G2 aNJ bSAtf | yR a btahtibuthy ghS8ldhbed B @2401a0d weIvould Kekd ta keep under
close scrutiny in 20@6 ®Brian Litile witness statement para 201.doc 143%60)

From my customer network withithe Airbus top management | was aware that some of the sales

campaigns (Qatar) and orders ( such as Emirates A340 600 for 18 aircraft ) were all now inextricably tied up
with product development decisions on A340 Enhanced and the X8Eflon 2 Some othis was also

reported within the aerospace/airline industryrlight 4276)

(C) On or about 16 March 200drom the knowledge | had gleaned from within Airbus and the recent
articles | had read in publications (€9 dza i ©0S¥2NB a! / Q& 17.MArthNBO6,1 YSS (G Ay =
AYF2NYSR aNJI 5S11SNGKIFEG a!/ Qa FAYFIYOALE &Gl GaSySy
ability to fully recoup its NRC on the A340 and that MAC would have to review its financial statements to
ensure they accurately refle§tR G KS DNR dzLJQ&d LINRPFAGFOAETAGE | yR | &:
example, | was aware from Mr lain Gray (the Airbus UK MD, a member of the Airbus Executive
Committee and a key member of the Airbus product development steering committee) thiedtEsn
had now stated unequivocally to Airbus that their order for 18 A340 600 aircraft for delivery in 2009
2011 was dependent on an Enhanced A3 product. The engineering study (AUK Wing/T1500
engine) for A3456 was now vital. Rolls Royce had atstyftold Airbus that Airbus / RR needed to do
something different as the Boeing 777 (its only engine source was GE) was winning every major sales
campaign.

(D) Again at the 11 May 2006 MAC BodgRdian Little W/S 204) provided files (c ) and a presentation
the Twin Aisle markeir{cluding A340 /A35Q 247/6) explaining in some detail during that 10/15
minutes the phases which the original A350 and A3@0 /600 were moving throughdemonstrated
the logic and businessense behind myecommendtion that we continue to be present in this Twin
Aisle market and believed that we should targetadesrevenue value of $500per aircraft of core
competence work fronBOTHhe Boeing 787 and Airbus A350 aircraft programmes as they would most
likely broadly shre this marketMAC presence on the growing successful Boeing 777 programme was
very lowg some $67K per aircraftwhilst opportunities for new profitable work on it were likely to be
very limited. TheMAC Board concurred. As part of the presentatialsb commented on the widely
publicised reporting of remarks ( 4290) by Mr Udvar Hazy, one of the best known customers (ILFC
International Lease finance Corporation) and a respected commentator in the airline industry on the
challenges facing Airbus @840-p nnkcnn YR GKSANI aOdzéhiBgikey ! opn L
decisions would now be made in the next couple of months
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Mr Edwards also referred to the Pricing challenges with Aircelle and that Mr Dekker and | were now seriously
considering a potatial action through arbitration. | was underway with a complete contract review of all the
prior Magellan/Aircelle contract documentation and some European lawyers were now provisionally
engaged with us to determine the probable value of any arbitratimtess and expected case outcome.
CKSY Wdzf @8k! dz3dzad wnnc G afNESASAEMEA0YIREYE O2y Of dzaA 2y

¢CKS GAYSEAYS F2NJ 0KS F2dzNJ ONHeddiof the ARIGBMGEONIE Y & G K|
conclusion were:

(1) A3501000XWBwas publicly launched at the Farnborough Air Shovit 6duly 2006now effectively a

product specification for the lonterm A340p nnkcnn NBLIX | OSYSy G0 F2ftt26Ay3
A350 product specificationNB 6 dzii G f & S+ NE produstloftefi@s fod A3BIIAR4S EidhdndedlDd dza
(Aviation Week4290/4290A. (Brian Little Witness Statement paragraph 205)

(2) A consequence of thiswasti40cp nnk cnn a9y Kl y @&sed 10Julo200GBri&0 & 2 N
Little Witness Statement paragraph 204

(3) Becausethé onn &9y KLl ywa &iinatell Endziasand Airbus considered a different aircraft
sales solution iduly/August 2006.Within a few months, Emiratesfficially confirmedtheir cancellation of
their existing order for 18 A340 608ircraft and the diversion of those cash prepayments into other Airbus
sales transactionsF{ight .29.Nov.2005= 4270 & 17.March.2006=427F Aug.2006& 4279/80 & UK Times :
28 Oct 2006 =2642/3 BIL W/S 205)

(4) In June 2006 (after rappraisalFlight14. Feb 2006 4276)Qatar Airwaysconfirmed their initial decision

for 20 Boeing 777 aircraft, rather than any further orders for the A340 600 prodEtht27June 2006

4278). This was yet another sales win, as for Air Canada in Nov 2005, forehmgBa7 (4272/4)As Air

¢ NI yalLl2 NI 2 2 NI RSomejorderg ave optiBnlcknideIsiSnR fromorevious sales battles , but in
GKS LI aid my Y2yidkKa (GKS (GNBYR A& GKI (-MarghR00y3 | NB
(Brian Little WitnesStatement paragraph 201)

(SN

At our weekly MAC staff meetings on Tuesday 1 August R&guest &loc; the only set of MAC staff
minutes that cannot be located by MAC; from the 1246 pages they decided to diaokdss) the 12
September 2006Section.35.2179 discussed with Mr Edwards, Mr Neill and Mr Furbay the current A340
market /sales and related product developments, alongside further A340 programme reductions for 2007
2009. These covered the period from riidly and the Farnborough Air Show throughreairly August 2006,
and | also updated them all whilst attending the entire fhaur staff meeting on 12 September 2006, after
my recent telecoms of that last several days with Airbus in Toulouse /UK on;AB00600.

All of these developments and thi@mplications for future A340 aircraft sales campaigns/orders plus their
consequential impact on MAC finances were discussed by me with Mr Neill on 8 August 2006 in his office for
10/15 minutes PD22) AND then noted on my Senior Officer quarterly ceuii® (part of Canadian

regulatory & MAC processes) for a further discussion on 9 August with Mr Neill/Mr Dekker, which never took
place (My Protected disclosure PD22 Brian Little Witness Statement paragraphs 210 & 211)
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| ensured it was to featurm my specific conversation with Messrs Neill and Edwards on 10 August 2006,
FFGSNI I RAFFAOMzZA G a!/ . 2FNR YSSiAy3aed L (2fR GKSY
some 60 (to 155 a/c) to 100 (to 195 a#ijcraft and | believed thdinancial consequences for MAC would

mean A340 writeoffs in excess o€$10 millionPD23 confirmed : Yes .Col.Bnd would be required in our

future public financial reportingRD23 confirmed :Yes Col 3(1).Brian Little Witness Statement paragraph
212.doc 26050bviously a part of that impact would be to simply further inflate MAC funding needs in the
strategic plan by FY2011. This customer Pessimistic scenario (of 155 a/c) was now final confirmation of what
I had said in my emai(8¢437/8)to Mr Neil ,Mr Edwards, Mr Butyniec and Mr Dekker on 19 February 2006

a further 75 aircraft deliveries to a 150/155 total aircraft production build for the A3@0/600.

| raised the subject again on Thursday 14 September 2006 with Mr Dekker at 07.39 jerfifaltipart of my

29 minute call ,RD24- confirmed Yes:.Col.1.and Yes ; Col 3Btiph Little Witness/S para 2H3 part of a

wider review on thepotential forthcoming arbitration on A340 pricing and the current contract escalation
formula with Airelle(849-879),following our extensive conversation on some other crucial MALUK subjects
(Protected disclosuresPD6,PD7,PD8,PD9,PRQHeferred, and then not investigated by PwC).

The significance of these A340 decisions from a strategic and financ@linting /cash recovery perspective
was enormous for MAC and its future cash /funding. This A340 subject would all be against a batkdrop
increasing liquidity challenges anih 2007, of activity to replace the funding of the C$70 million of 8.5%
conwertible unsecured debentureshilst beingstrategically central to future cash generation for use in MAC
and of course the accuracy of its Balance Sheet/B&BS]).There is no way that they could be considered as
normal, random, management conversatiofi$ie level and circumstances in which these meetings took
place underpin their importance from a policy, strategic and business/legal perspective, before the
forthcoming Strategy meetings, which | would lead in Toronto in my functional Senior Vice PréSkn

role for MAC business strategy development on Tuesday 19 September 2006

Q9.7A: Why did Pw@gnore andS E Of dzRS G KS YI NJ S MM@DO®MNMbi A 2y FTNRY
LJdzo f A O jine elgvantinfofnfatiosavailable from multiple aerospacedageneral publications within
the public domain anavithin PwC own A&D practice over tiienonth period of their investigatidh

It is a documented fact at para 8.75 tHaavC relied solelgn access to the Forecast International April 2007
numericalaircraft buildforecast at Exhibit 8.4 for their A340n nk c nn & LINB RdzOU A 2y B2t «

There was not a single document or article in a publication which | havesieaé PwC commenced their
investigation in January 200which would supporan inaeasing (or indeed sustainegales campaig
aircraft sales oproduction expectation for the A34800/600 at Airbus Whichwas of course consistent
gAGK | AND danQexpestatiohs LI | y &

Q9.7B: IF PwC had reported what they actually foundhenit carried out & least arudimentary
assessment of alhe aerospace and general publications informatiordrket volumes forecast information
implications (of 135 a/c build; together with the Airbus production plans at Parapavailable to itwould this have
completely underminedhe PwQeportedd F A Y R A Y Fhiad hehcePwEde@édéonclusions??
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Para.98. AirbusAircraftA340500/600 & 2 S 6 &0kdérBéok PwC quoted in para 8.67 the Airbus
website for A346600/600 Orders and Delivies

Exhibit Schedule from Airbus website entitled "Orders, Deliveries, Operaitsridwide dated 31 Januai
8.2 2007 (UK document 2812817)(PDF) 153aircraft sales orders

PwC did thisvithout any adjustmentand/or referenceto known industry cancellations from airlines. It

would seem that PwC ignored the well known industry practice of Boeing and Airbus in taking cash payments
by way of milestonelp& YSy (1a o6dzi NBO23yAaAy3ad GKIFG YF22N AN A
other busines&ircraft purchases from Boeing and Airhudtimately by commercial agreement. For

example the 18 A340 600 a/c order from Emirates which it was knowmftiee Farnborough 2006 Airshow

gSNBE JI2Ay3 2 0S aOl yoStt SR¢

1. the aerospace specialist pres®.g
Flight International : 1 August 200@\irbus offers Emirates A350/A380 mix in place of AB80s
(discussed/given to Mr Neill by mePwC (ea 5 i FNRY 2 (ifke®@NJ LJdzo £ A OF G A 2y
Gl FoA06 CSTAKIZI t NBaARSY( thelARD 608 ordedidarcbsGaltydl 4G > 02
9YANI (SaQ yaddhe ®itl Bightiintdrdbationdl, his preferred option is for it torleplaced
0& | YAE 27 | oipth@dcancéllafidiof their p8raiicéafE after the A350000 XWB
launchand A34p nnkcnn a9y KFYyOSRé adGdzRée 61 & RNRBLILISR 08

2. and in the General Presse.q.
UK Times : 28 October 200&nds looms for Airbus A340 as Emirates cancels $4bn ¢aéfdC
Directors, E&Y and Pw®IR44 with my 4 Dec 2006 letter)
YR GKSAN OZFhg ddvezsidcivgly kifisfoff the AB40dMs Barbara Hadfield of E&Y UK
confirmed to us that shead also read this article in a 7 November 2006 meeting.Which was in turn
provided to E&Y (Canada) and PwC and each individual MAC Director20@ec

| also referred tolie Emirates cancellation in my 29 January 2007 taped interview with PwC at the outset of
OKSANI GAYy@SaGAIlr GAZ2YE

BL: Including Emiratesl8 A340 600 a/cofderedParis Airshov2003)and Air Canada 3 A340 600 a/c

(ordered 1998- which were effectivelgancelled and which was well known within the aerospace industry

and on multiple websites.As subscribers to thannual A340 Teal report Pwiuld also have read Richard
Aboulafidd NB Yl N] aNBy 9 YV RINKG Sidind ANDdzAa QaF Lldzof AAaKSR 2NRS
orders, they have been cancelled. Those three Air Canada orders should probably be rentoed, too

Furthermorecould also be reath the PwC report at th&iExhibit 8.4 documentForecast International A340

external market report, April 2007-includedin{ A Ay ATFAOlI yi bSéa G9OYANIciSa / I
Followingup on the suspension of delivery of anrdicraft order estimated to be worth $2 billion, Emirates
cancelleditsorderforA340 n n Qa4 Ay b2@SYOSNI Hannc® ¢KS ySg I ANDONI
of 2009201 as {3612k which RvC provided witbut anycomment

PwC are also both airlines public auditor§herefore this information was known to PwC and in any event

publicly available in their Annual Reports from mid 2006/early 20irthe Emirates Annual Report:doc

{3604A/B} and Air Canada Annual Report:doc {3605@8I80 note that Air Canada was and is audited by the

PwC Montreal office from the same location as the PwC staff (Ms Leblanc and Mr Mborekre the

primary PwC staffarlying2 dzi G KS ! onn & T2 NdByuhdeStantl fiad BuCivaradthel A 2 y £ ©
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public auditors of Aerolineas Argentinas (Marsans Group) who had a further 6 A340 606@afeq 1998)
2y GAYRSTAYALGS KXIOWEandavkichkvere alsdlibramilly cankefied Before the Final PwC
report wascompletedat the end of August 2007.

l'YR G2 Llzi GKAA da! ANDdza hNRSNJ . 221¢ YIFIGGSNI oSez2yR
letters and DIR files sent to datMAC Director. With the 4 December 2006 letter to each MAC Director a

dossier which containe®IRI4¢ UK Tmes articlecHy h Ot 206 SNJ vnnec G9yR f22Ya T
cancels $4bn ordeés 9 H c N H K H ¢ N 0 Yhesé files wereyaldd piaiRd@RIPELY Canada and UK,

whilst Ms Hadfield of E&Y UK confirmed to us in our meeting on 7 December 20@a¢haad also read

that UK Times article a month earliet.also referred to the Emirates A340 600 cancellation in my 29 January
2007 taped interview with PwC atthe outtf (G KSANJ aAy @SadG A3l GA2YE

PwC refer toNONEof thisintheira FA Y RA Yy 34 2CB3nMRe@rit Ay G KSANJ

Also revealing is the brmer President and CEO Mr R Neill (now Vice Chairman)- oral evidence on 14 November 2007

Judge Airbus now more confident? (In A340-500/60071 Feb2007.153 sales ordeasid referring to Teal forecast

Mr Neill I 't 6s v e riyirctafecanhflyanywvhaere.

Judge You did not share the pessimism. Your cynicism about that pessimism has been vindicated because you have sold more*
Mr Neill Correct.

Q9.8A: Why did Pw@ail to recogniseaind then documentthe A340 500/600 airline cancellations
information availablgublicly and to i??

Q9.8B: PwcCas a firmpubliclymake much of their global reach aimustryknowledge / experience yet
the published Annual Reports (Emirateslakir Canada) and information (Aerolineas Argentines) on A340
600for three of theirairline audit clients is completely ignored by PwC in their Airbus Order Book ar@lysis
after all there were only 6 outstanding airline orders for multiple airciaftat wasPwQ @otive in

completely ignoing and excluéhgthat rudimentary Order Booknalysis (with such an enviabléglobal source of
industryand airlineinformation€), andthe consequent implications in one of their key A340 Exhibits (8.2)?7?

Para 8Point D. Professional skepticism, checking and validity:audit testargl

deep technical skills

Para.99. AirbusA340500/600unit delivery projections; some initial inputs/reminders

(A)Reminder from para 4 refeli NI Ol FNR Y a NJ 56Apil 08 & 2 NI f GARSYyOS A

Judge Youdbve heard the CIl ai mant 0lswaseovalid corcernHow did ythegard it@atahat time®u  t e | | L
Mr Dekker We were aware of this programme and the risk.Ilt was not being disregarded by anyone. As a managemeneam i t 6s i mg
pointsofview.Mr Li ttl e6s view is important i nHidpbintsfviewsvasesauabtedheaudions t

were comfortable with the outcome

Il Aa al & wnndgd R2ganehy dssedsyidndhiat would have been carried out by the auditors
in order to satisfy themselves that the accounting on this matter was appropgiate.
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) As you can read in thexegract from the Pw@orensicaccountants aPwC para 3 onA340500/600
guantities in the EAC which formed the part of the basis of their dérbamclusions??

oPwC ObservatioBased on third party information presented ab@B&.:solely the FI April 2007 repahd
on management information obtainethe delivery of a combination of production units and spare units
totalling at least of 1,28%inits over the life of the programme ending FY2021 is not unreasepable

(C)Mr N eorall eVidirsce in crossxamination in July 2009

Mr Neill : | think we're losing sight of the purpose of this email. At that point in time, PwC were trying to understand how the staoksstaip to
justify us getting more than 1247 units that had hes at that time in the EAC. | must admit | didn't go back and check in detail every
calculation that followed thatAll | was saying was that if you took Dr Thamburaj's 40 thousand hours it would generate a significant
number which, on top of the prodiction, would easily exceed the 1247 numbers needed to amortize out the recurring coSthat's what
| was trying to say in the opening paragraji. his email dated 29 March 20@f document 3597)

Mr Little No. I'm suggesting to you you're lyingecause that says to anybody, a replacemerithe calculation of 800 stacks together with that, it
only makes ense in that contextt can't mean anything else, and they then go off and say that's how they've done their calculations,
even get the maths right. (overspeakingee Lynch QC below at (d)

Judge Wait, please. You're suggesting he's lied in the email?

Mr Little Yes, he's deliberately lied and given that impression.

Judge In the emaif

Mr Little In the email relating to the 800 and he then conditions

Judge No é.

Mr Lynch Wait.

Judge In the email, what you're suggestiisghat he's lying to PwC.

Mr Little He's deliberately given the impression of that 40,000 hours replacement.

Judge I hear what you say but | want to make a note of guggest that you are lying in the email.Not anywhere elseput in that email. That's

what's been suggested to you, | thifithat that's a lie. (See Neill continuing oral evidenae (E) below)

2SS | faz2 KIFE@S aNJ . 266AQ

Q¢

S @A RSy O BreshinyaBly o iiisfructipéhNlbiz8E0Hr28Hune00d [ 8 Yy OK Q& |j dzS a

Mr Lynch We have Mr Neill's emailljoc 3597 to Mr Moore of PricewaterhouseCoopets. know it dés a bit com
Tribunal, of course there is a bigger version in the bundle, if that's a bit small tqPearse).
Mr Bobbi, you can see, can't you, looking &t ttvo substantive paragraphst actually is a feature of both those paragraplisat
Mr Neill makes it expressly clear that Magellan is simply basing its calculations for accountancy purposes on spares or
replacements, he'NOT included anything to dowith repairs.

And shortly later Yes. Well, no, | think the whole point is this, it's p@r Thamburaj's point was not a question that they will need repairs after
that period, Dr Thamburaj's point was that around 40,000 flying hours was indeed thefiéspan of the unit. That after that,
its lifespan was spent and should bREPLACED. That was the point.o

(E) Mr___ N e i ContinuedOral evidence in July 2009

Mr Neill If you want to assume 800 units are needieat 3597 doc 3605H thenyou have to assume that th&VHOLE FLEET will need
that kind of REPLACEM ENT and that will occur if airlines operate in difficult situations or conditions where there's
significant deterioration.

Mr Neill : And the answer is, | think, that only time will tell whether Dr Thamburaj's tests, and the coupon tests thas laectidr
representation of what will happen in servi@mewhere between 20 thousand and 100 thousand hours, it is clear that
exhausts will have to be- to undergo a major REPAIR and as | say, time will tell that

Going back to the reports | refed 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 betweenas/thauls
thousand hours aritierefore the belief is that nozzles and plugs could start returning or needin@EPAIR 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 thegsane time,
the amount of weaaand tear that we knew that would occur, based on our 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 Thambkhagpdid 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 thousandurs on, and we chose the 40
thousand hours based on that fact, there was no other science behind the 40 thousand hours.
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9.9.1

In addition to the basic logic and mathematics quantity errors set out in ParaiBi inconceivable that a 7
moy i K aLYRSIISYRSY (i ¥Ftadidrytheladurady ¥nd @liabilitk dthe (MAC2Blance Sheet etc
andwhich states aPwCpara 2.40 thaFinancial Control in MAC is poor whilst statingdtPoor control over

individual projects from an accauting perspective Project sales volumes, revenues and costs are not reviewed with
sufficient frequency or rigoup & would then proceed tomake NO reconciliation /commentary within the
tasking andC$3m-+eport by PwGC; that is between Airbus projectiomsumbers, that of any of the other six

+ external forecasters and the MAIBcumentedd NBELINB a Sy (i A2y aé¢ aSaG 2dzi oSt

(@) both PWC and E&Y had the AIRBUS volumes/timing in their planned delivery projections in the period
from 2007 to 2009 documentswhich were equal to 32 aircraft or a production rate of 10 aircraft per
year@007= 52 units,2008= 40 units,2009= 36 units : doc.&0dated 6 Feb.200-hot referred to in

the PwQeport)which was widely known within Magellan since September.2004BL In Jan2010 Airbuswill
publiclyconfirm that theyactually built as per this plana total of 32A340500/600a/c and delivered 30

(b) the Q4.2006 EAC dated 21 February 2a@BLA)with volumes/timing equal to some 833 unit2007
= 40 exhaust units , 2008 = 156 units , 2009 = 162 units , 2010 = 162 units , 2011 = 162 units , 2012 = 151
units) and therefore an assumption that the remaining 833 of the 1285 units would be delivered to
Aircelle by the end of the commercial contract in FY20d@c.1831A; not an Exhibit in the PWC
Forensic Reporflhis was also the basis of the initial submis&iperonca fothe MACfive year
strategic plarin September 2006.

This PwC Exhibit 8.3 documesthedule {831/1831A) is the representation made by MAC to E&Y in the
Q4.FY2006 Estimate at Completion (EAC). As per the PwC report paii@l& 24 FY2006 EAC was also
used by EY for yeagnd audit testing purposes. The Estimate at Completion (EAC) processiduents are
the MAC managementt Y2 & i NB | & 2mo&tIRely@itcdme clorgl Bvidence :Dekkérand showed
in this Q4.2006 EAC submission to the auditors E&Y and PwC an improvemep (@i6gross losses
exceeding C$5.2h0 a miniscule$0.1m gros profit on $250m program revenues

(c) initially MAC provided a schedule dated 16 February 2007 (doc 36®®th PwC and E&Y with
production volumes totaling 185 units {otal build to 278a/c and 20 dev unitsand 190 Spares and Repairs by
FY2021.

It is noted thatMr Neill and Mr Furbay later wrote on 22 March 2007, in response to PA2(B598A, and

apparently after the 1 March 2007 email/schedule (36@Bat D) sentbelo(@ h ¥ G KS dzyAGad 6 KA OK NB°
CHKIFG A& GKS aLX AlG 0SG6SSYy LINE RAzOG ABYprdduttion units] NS &+
and 190 spares/repairs ggovided to you on our initial projection dat2d6/H n n T ® €

This is vitally important abey alsorecorded in response to Qi 22 March 200from Pw((3598A

Gl yl3SYSyidQa 2dzRIYSY(d R2Sa y2i RAFFSNI TNRMweiKS Sai
above. Any alternative projections produced were at the request of PwC or E&Y and were provided for
reference purposes. New information that has become available has not changed our well established and
consistent estimate and is therefore narpnenté

Ths volumeinformationwasthenextracted¥ N2 Y R2 OdzYSyd O0 | 02@S a. Sad Ay
2006- doc dated 16 Feb 20Qq8605)= 18 + 172 = 190 spares/repaiilthough sent to both PwC & E&Y this
information or Exhibit or its casequential implicationalso does not appear in the PwC report.

Furthermore PinsentMasonson behalf of Mr Dekker, the MAC Chief Financial Officer descsitieé of this
information in thisdocument(C )schedule for production and spares on 5 May 20896t a glance the
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assessment that would have been carried out by the auditors in order to satisfy themselves that the
accounting on this matter was approfate.€

(d) the Airbus volumes/timing in the MAC 1 MARCH 2007 representation to EY &&wn&605B/G)in the
period from 2007 to 2009 was equal to 62 aircraft2007 = 72 exhaust units, 20882 units , 2009 =
104 units; documents not Exhibit in the PwC report)

This was equivalent to@ntinuingproduction rate of 2®aircraft per year , when the A340600/600
rate was thoroughly briedd to have halve¢:-50% )to an approx @ per year in Aug 2006see MAC 12
September staff meetin2 79) and (21173s (a) and the MAC FY2007 budddt. Butyniec confirmed his
knowledge of that production rate of 10 aircraft per year as making sense in the UKserifdra 2).

In the sane schedule M\Cthen proceeded to INCREASE tihiml production build progranon 1March 2007
from 278 a/cto 291 aircraft1164 unitscd S S a NdarabeSidence t© the UK court on 14 November 2007
belowand this document 36058. Unbelievably for anpe,and certainly fothose within the aerospace
industry,the MAC Production Plan for 2010 = 29 aircraft or 116 engine exhaust sysetrm)t an actual
increase in A340 production ragehich was higher than ever scheduled by Airbus since the inception
A340500/600high rateproductionfrom 2003-2006 &veraging 23 a/c per yearand would not haveven have
been possible based dmownassembly line tooling limitations. eA40wing production at Broughton and
certain assembly stations in Toulouse

Furthermore there werdNOactiveairline sales campaigns By January 200and a dwindlingAirbus order
book(as per para 9.8p support suctproductionforecasts Mr Neillfundamentallyknew this himselfas he
told the equity analysts in the Q2.2006 Earnings webcast call du@2006

o y . 2§ A ydifferént stoty.alrSe story of the quarter was the strength of the order book for the Boeingh@8built through that period but
also for the Boeing 777 as weBoeing won the bulk of the orders for twiaisle airplanes and had, for the first time, some success that they could
boast about. We saw that at the Farnborough Airsho&v. B

In fact as Mr Nill alsoknewfrom me (and his own reading etewhichyou can read in the Airbus press
releasg NONEof the 182Aircraft Orders and Commitments announced by Airbus at the Farnborough
Airshowin 2006 were for the A34800/600.

Also revealing is the fomer President and CEO Mr R Neill (now Vice Chairman)- oral evidence on 14 November 2007

Judge Airbus now more confident? (doc 3602.A340-500/6001 Feb2007.153 sales ordeand Teal forecask

Mr Neill I 't 6 s v e riyirctafecanhflyanyvhaere.

Judge You did not share the pessimism. Your cynicism about that pessimism hasdrevindicated because you have sold more?

Mr Neill Correct.

and

Mr Stafford The fundamental is even if pessimistit the sales were never going to reach the 300 aircraft originally projected

Mr Neill We had projected 1200 production nacellesoldi we have now added to that the number to be sold through sparéghat takes the
number up to 1500-160Q Significantly in excess of that needed inthe EACo t he ori gi nal EACO6s wei
and looked at the total numbthat will be sold. Either way it exceeds the number.

Mr Stafford Ignoring spare$ concentrating on the number of new aircraftas MAC everreduced its expected number of sales from 300 aircraft

Mr Neill Yes the pessimistic scenario

Mr Stafford Accounts are based on pessimistic

Mr Neill NoT realistid!

Mr Stafford Where are accounts placed

Mr Neill Between the two

Mr Stafford Where is it now?

Mr Neill Lower than 308 probably between 250 and 300 aircrgftloc3603/C/D for 291 a/c dated March 2007disclosed June 2009

MAC had representeith thesel March 2007 production volumes for 20Q2009(doc 3605BG)that were
DOUBLHhoseplanned and published by Airbus more than six months earlier (doc) 36@iseMAC16 Feb
2007(doc 3609 and1 March 2007 forecasts to PwC and E&Y (36058v&)Airbus would both sell 29
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A340aircraftin 2007/early 200&nd thenplan and be able tincrease buildo TREBLEhe production rate
from 2009 toFY2010127 or 116 exhausts respectivpiwascconsciousiyY A 8 f SF RAy 3 YR RSOSA (1

(e) ANDthen thePwC forensic team obtaineate@ess to amdvance copyin mid March 20070of the
March/April 2007 market forecast from FI.  In the near term the Forecast International March/ April
HANT G1 LDI / hbCL59b/ 9¢ I theNhEdidid- 26042008 Bdnbvii@ NE @2 f
41 aircraft or equivalent to a production rate of 14 aircraft per yedmnost 30% higher than the
manufacturers,Airbus production plan afa) ( FI =2007=56 exhaust units , 2008=52 units , 2009=56
units with the reraining forecast for 20102015 = 304 unitsdoc3616), PwC having obtained this
latest FI report in mid March 200#ade it known toMAC and Mr Neill

When PwC brought the FI April 2007 forecast of lower production volnoeg FI a/c build of 213/a

ending inFY20162t aNJ bSAt ft Qa FdGSydAazy KS GKSy ONBIFGSR |
which had never been documented or heard of before, nor was any ofvtitien in the commercial or

engineering documentation with or within Aglte or the airlines.See his email 3593598AC in which he

refers to his instruction to Mr Furbay to recalculate the Spagregdich would nowead 800+ units

(Documents ot in PwC Report)The Spares and Repairs line was then reforagastards from the 190

units which had been used for yeawithin MAC é.g. those on 16 Feb.2007 and 1 March 2007 apowr

aNJ bSAff Qahiswgsaitialybzéed NI b SA T f Qa4 thefis NNUzZRH X a gzl BPR S
March 2007(3618/3621) | YR | dzaS¥dzZ G9EKI dzad tAF¥S 2F nnZnnn |

In fact only in July 2009 did we learn that PwC requested a scenario from MAC which was similar to this
concensus forecastp3 I kO ol yR gKIFIGd L KIFEIR d2fR GKSYO FyR GKS
then suggesting in his email doc 3597/3598 just hours before the FY2006 financial statements were released
G2 GKS ¢{9 GKIFG NBLI I OSYSy i ulifdaf thethaust BysrenRwa®aPpprod s Ij dza
opInnn K2dz2NB 9¢2 LINRPGARS | YINHAY 2F alFSte W2Ky
analysis shows that the likely spares requirement in the period 2007 to 2021 was in excess of 800 anits (do
3605H¢ 886+ units). These documents were not disclosed by PwC who instead independently calculated
GKS dampTHE dzyAda 102@S G LI NI INI LK ddHd

And thenwe have ttat document disclosed on 27 August 2009 headed Aeronca Aircelle A340 program
Actual/Estiméed Quantities (Engine Sedated 14 March 2007 This document 3605H is critical as it

(D2LISya dzlJ §KS adzomaSOod 2F NBLX FOSYSyid aLl NBa ySSR:
excess of 400700 units to enable MAC to continue to use 128fs1in the amortization for the Q4/2006
EAC /FY 2006 its submission to PwC and E&wd

(2) shows a production volume equal to a Total aircraft build of 135 A/C at Outcome 1 with series
production deliveries to Aircelle completing in FY2@@@ase ow look at this document.

MAC A340 forecastsAeronca Inc Aircelle A340 Programctual / Estimated Quantities
- 14 March 2007 with inflated sparesauliction (PwC for "forensic" investigatie605HC

6al!/ LINR2SOGAZ2ya 2 ¥Fall NBgaiement pafts) faked dnyd0,@0F flyiggyhaurs &
exhaust useful lifewhich was to provide a margin of safety in those estimates by Mr Neill , the current Vice
Chairmanthrough to FY2021: of which the MAC Spares Plan for 2010 = further 81 engine exhaust.systems
As you can read in

Outcome 1 :Production volumes plapalLJt 'y o6F aSR 2y | ANDdza Qa -2009todzl f  LIN.
build 32 aircraft (that is (€3600above) with production completing at a total aircraft build of 135 aircraft
(542 + 20 development units) his of course was what | suggesteilga150 a/cmy assessment pre
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termination¢seedocs1437/ 2605 and thewircal35 aircraft in my W/S 22618y Feb/March 200)/and
crucially #so the market consensus135 aircraft- of 6 out of 7 of the other professional forecasters in
2006/early 2007as per paragrphs 9.4 and 9.6

¢KS { LI NBa YR wSLI ANR fAyS ¢Itadardsllt&ySpdidS HRINBE Ol aid 2
u

u
OF £ OdzAf F ISR 2F dayycé { LilMBgiorMACReraon&lidredadth 6 dzLJ A FG SR
Outcome 2 :Airbus website total aircraftsales orders, 153 aircraft(3602)and then termination

The production demand forecast of a further 228 unitsPiyCMAC failed to review theisairlinecustomer
outstanding orders for multiple aircraft- status.l dealt with this earlier for three dhe four major
outstandingordergd STFSOGA PSSt & Ol yOStt SRE Ay LI NI ANI LK oy

The only other significant order had been recently placeDecember 2006y the largest A340 600 aircraft
operator Lufthansa, for sevel340600¢ another airline which is alited by PwClI knew from my own
sources within Airbus Toulouse and UK that this campaign had been active for most of 2006 and Airbus were
hoping to secure an order fdi8+A340 60Caircraft(& A380 option conversionsyhilst strategically seekg

to undermine the launch of theew Boeing 747 Intercontinental aircraffhey officially lost that sales battle
on 6 December 2006 with the public announcement that Lufthansa was thdéé&unch customer of the
Boeing 747 Intercontinental with an order for 20 aircraft and 20 optidhe next dayAirbus announced the
final order of only 7 A34600 aircraft with some near term delivery slatsearly 2008 taking over the
GadzaLISYRSRé | onn ¢ nAsahdattbllofrecdrd Léfthahsizaréaiimidited ByBVRITHiS] ®
decision wasvhat made me now carludethat the A340500/600total build prospects were now likely to

fall from circa 15@ 155A340500/600aircraft to 135¢ 140a/c in the first quarter of FY2007 and certainly
by the time ofanysubmissions to E&Y and PwC.

My asgssmenttherefore, was andremains that the Outcome 1 production forecast (a) used by MAC on 14
March 2007 waslmostexactly what | saitb PwGC whilst the Spares and Repairs is grossly inflated using

G{ LI NB& NBLIX I OSYSyiaé is@ERIAL a glfenTerg)wheén oy udts thaiis2eNE  w S
returned by the airlines and judged Beyond Economic Repair (BER) should be epunted y 2 NY<€ 2 T M
15%-for Spares9 @Sy 2y al!/ Qad GAYO2NNBOl¢ | addzyYLlianzyez2F 02
calculation has two business errors. The first, as Mr Neill agreed in his evidence, is that it should have been
based on airline aircraft in service dates (not historic delivery dates from Aeronca to Aircelle). Secondly the
average annual hours are 4409ing hours per year. That is a nine year replacement y4®000/4,400

(not eight years).

A = 4 oA x

2 KSy GKAA OFfOdAFGA2yY Aada GaO2NNBOUGSR:¢ (GKSy GKS al/
613 units, and not 86 (or even worse the 157&hich becamecentral in the conclusions derivedy PwC)

The production termination at 135 aircraft now meant that the shortfall to the 1285 units required in the

Q4 EAC was 705 units with a MASsumptionbasedon full replacementd & LJ- NE&dé¢ RSYlFyR 27

FY2021.PwC had doc.3605H from 14 March 2007 viaMr Furag.NJ 4 KS | @2 AR yOS 2 7F R:

ydzY o SNJ A& 2y f @ (K Sasih&ituSsiaihchding Aidale\iNgallines dirgdawiC and

Mr Neill in his July 2009 oral evidence)NOTexpect to replace every exhaust in service every 8 yedisg

is vitally important a®wC also statedin direct contradiction to Mr Lynch Q&ossexamination instructions

A y 0§KSANI vdzSai )\Taeyengmeei\lng report }N&M{redm)wm Thanalp tnakes reference to

NJSLJI A NRA oS)\yEI NB |j dzA NB R oyzu )/SOSa aFNAft& ALl NBaovo
AL NBa YR NBLIANB |yR (GKS A Ydid $e® furdihar2xfracts @ ardld F dzd dzN.

evidence below and my Final A340 report.
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PwC failed to questiomr properly consider the implications ddll the glaringly conflicting data at _(a)

(b) , (c) and (d) atheir disposal

NONEof these documents or information is disclosed or included as Exhibite iRMIC report instead PwC
decide to do their own assessment with the single Forecast International April 2007 numerical forecast at its
core for production supplemented by a fundamentally flawed logic and mathematical calculation for

GwS LI I OSY SAHRI wW{SLLIDF NBNEI thi BeYore yhBuStP experience.

PwC consciously elected use as the&SOLITARNasis for their Repoifsee para 8.78.p.63he FI

March/April 2007 market forecastfor200d nn Kk HAMpP X G KAOKZI y20 2yfteé& RAR
consensusmo p ¢ Y2y 3ald (KS duNtRBeTcShtedporanédus pullidtedd s SteriBsil

alsg unprecedentedly for the industry, and improbably| had also positionedit§ | A 3K / 2y FARSy O
forecast by almost 30% above the definitive productipians of 32 aircraft for the next three years of the
manufacturer, Airbus,itself. | have never in thirty years withessed this before in any external market

forecasts in the aerospace industry, nor have any of the many others with whom | have spoketaist th
threeyears.

Additionally and centrally PwC, as recorded at PwC para 8.3, were aware from my briefings/documents and
filed Grounds of Complaint within the UK court process (PD23) that the Airbus internal sales/program
scenarios of a further 60dtal build 155 aircraft) and 100 aircraft (total build 195 asshich naturally tend

to be higher/optimistic, as they are the manufacturerexceeded by some 1§50% the remaining total

aircraft build forecast of 117 made by Forecast Internatiomallarch 2007

and for Spares Aerospace Industry /Aircelle and expert insights and viewlglark Bobbi- Engine Nacelles

August 2007 report (UK doment 30153025)- Jan- March 2009 report (UK doc 3893890XX)

GLY !dz3dzad wnntTI L LIS00/BGED KM .MBrian Lithed izResultsbffthatisikidy arée foumdiin the referenced
document 30153025. The essence of that report was that tA840-500/600 was a market failure, generating far less orders than
anticipatedin the 1990s by its maker, Airbub fact, total orders andptions for the A34600/600 were unlikely to exceed 1335
GKAOKZ & L Y y26 gl NBS A& [LIWNREAYIGSt& wmpn kmtp f8&a (KU
X XThereforeL. FAYR Al AYLR&aarotsS G2 oiShhasedoddy ratohal ntarket adbebeBenkaNduds A N& T 2
completely counter to my and others careleing experiencéogether with the detailed communications | undertook with the

maintenance people in the airlines flying th&00 aircrafé

MARK BOBBMWITNESS STATEMENT (W/S) TO UK CEVIRENCE GIVEN ON 8 JUNE 2009

2SS fa2 KIE®S aNJal NJ . 2oMWJ&ER ySEKARSwHSIRSBNOYNRRIAIORSN ES5UNPRAYT 2 T
Mr Lynch We have Mr Neill's emailfjoc 3597 to Mr Moore of PricewaterhouseCoopets. know i tdés a bit compr

of course there is a bigger s&mn in the bundle, if that's a bit small to regBause).

Mr Baobbi, you can see, can't you, looking at the two substantive paragrdipiistually is a feature of both those paragraplisat Mr
Neill makes it expressly clear that Magellan is siply basing its calculations for accountancy purposes on spares or replaceme
he's not included anything to do with repairs.

Mr Bobbi That's right.

Mr Lynch Good.
And then again shortly later

Mr Lynch But do you agree that it is certainly higthat if Magellan sells a new unit, whether as partradwa aircraft or as a new replacement u
a spare, then they would all count for EAC purposes?

Mr Bobbi Of course.

Mr Lynch Right. So it's plain, isn't it, that PwC did indeed examine andmedefor accountancy purposes, the validity of incorporation of D
Thamburaj's calculations, yes?

Mr Bobbi That was the only information that they had.

Mr Lynch Right. And that information would indeed, because it related to lifespan, that information would indeed provide the basis on
which PwC could rightly conclude that indeed these would involve new units that would be sold, that's right, isn't it?

Mr Bobbi No, that's not. Because a component has a "lifespan” does not mean necessarilyiit be replaced by something newit can be
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repaired.

Mr Lynch Yes. Well, no, | think the whole point is this, it's not,Dr Thamburaj's point was not a question that they will need repairs after
that period, Dr Thamburaj's point was that around 40,000 fying hours was indeed the lifespan of the unitThat after that, its
lifespan was spent and should be replacedrhat was the point.

{BL Observation : Subsequent to the October 2009 sdasatheun
complete contents of doc 3597/3598 at that tribunal heatmd)sclose th®wC Questions and Magellan answers (Mssrs Furbay ¢
Neill) document in late March 2007 (see doc 33%#8/3598A3598B)before the FY2006 Financial statements were published the
reader will notfQuestion 5 posedby PwWi The engi neering report prepared by DI
reqguired (not necessaril y ewagnithe disingtion béilvert spares andrepaies gnel the imglicatol
for future r e vekcnPweé thenproceed at PC?para 8.75 to falsely calculate a likely demand of 1572 Spares ¢
Repairs by FY2021 see my A340 report and website pdbt& E}.

And continuing

Yes. Well, no, | think the whole point is this, it's not, Dr Thamburaj's point was not a question that they will need repairs afte
that period, Dr Thamburaj's point was that around 40,000 flying hours was indeed the lifespan dfie unit. That after that, its
lifespan was spent and should be replacedhat was the point.

Mr Bobbi Well, and if that was the case, he should have informed the customers.
Mr Lynch Well, whether or not AIRCELLE was aware of that is anotherenatt
Mr Bobbi | think it's an absolutely incredibly important matter, if he believed that.

DA@SY (KS AyiSy a-axandinatbrifon Spddeq réppodrients peoMBciasg184/ 4183:
MARK BOBBI EMAIL AND REPLY (24 JUNE 2009 FROM -ARCE: (F)STOMERE A340/T500
EXHAUST LIFB,000 hour or less replacement requirement .. WEIBEVE THE WHOLE THING IS A
HOAX....."

Mr Neill &ds oral evidence in July 2009

Mr Little  And this is coming off the back of what Dr Thamburaj <of MAC> has done in the middle of March 2007 for yourself, on the useful lifi
<referring to PwC Exhibit 8.5/Part ®

Mr Neill Correct.

Mr Little  And this refers to a spares requirement in excess of 800 units to 2007 to 2021 as opposed to the 1572 calculated by PwC?

Mr Neill If you make the assumptions for the forecast that we've just agreed on, then the numbers will generate whatever the nantbiéiss
800, it's 800.

Mr Little Okay. OIl' nowi
Mr Neill We're not building- go ahead.
Mr Little No, you goahead?

Mr Neill | was going to suggest that the 800 was likely over the life of the programme, and it was well in excess of the numbers aléhat
point in time, we needed to recover all of the costs.

Mr Little So what you're saying is you've taken the worst case scenario of 40 thousand hours and assumed that all 800 unistavtieegpiaced
by 2021. Is that correct?

Mr Neill If you want to assume 800 units are needkst (3597 doc 3605H then you have to assume that the whole fleet will need that kind of
replacement and that will occur if airlines operate in difficult situations or conditions where there's significant deteriorfion.

Mr Neill:  And the answer is, | think, that only time will tell whether Dr Thamburaj's tests, and the coupon tests that he did, is a clear
representation of what will happen in service.Somewhere between 20 thousand and 100 thousand hotitss clear that exhausts will
have to be-- to undergo a major repair and asl say, time will tell that. On the coupon test, if you remember from that report, it says t
fatigue was not the biggest issue; the biggest issue was in fact corrosion within the honeycomb itself, which would rkgahafome
structural breakdown in éhexhaust and only time will prove that.

Mr Little But Ai r Clalrnhae intérupts
Judge You haven't told the industry anything about it?

Mr Neill Untrue, we've completed a service manual, in 2005, | think it was, where we had to comigl some calculations to describe what is
called the MTBR, the meantime between unit removallt was because we had to do that calculation and we've submitted this data tc
tribunal, and to Mr Little, because we had to do these schedules, that we Tia@ntburagxpress an opinion on when we thought units
would be coming back from service.
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Going back to the reports | referred to earlier, we had a damage tolerance report that said a hundred thousand hesigs ikféhevden the
did the damag#lerance report they built into it a scatter range of 5, because the engine time between overhauls was 20 thousand f
therefore the belief is that nozzles and plugs could start returnimeeding repair from service from 20 thousand hours on, wihought 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 ttegtrwe
knew that would occur, based on our experience, a hundred thousand hours was too great a numb8o we had ast were a floor and ¢
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 unitear
exposed to heavy use in a number of hot and high airports and marine environments, corrosive etas in the air, et cetera, et cetera,
there's every likelihoodthat we'll start seeing heavyREPAIRS from about 35 thousand hours on, and we chose the #ibusand hours
based on that fact there was no other science behind the 40 thousand hours.

Mr Little Where is the documentation in the bundles on this, | have seen lots of comments on repairs and so on, and the unsolatlylbdtrehav
not seen any scheduled removals, and | have to say, | saw nothing of any work on any of this utthiéVeaidh 2007 or the March 2007
emails and paperwork in the June 2007 PwC report, ever, and nor have Aibkielidle have nothing on this scheduled replacement.

Mr Neill The maintenance manual and the overhaul manual are quite clear indtraations as to how to inspect, repair, and manage-tsI then
have to go over to each individual airline's service record and get from them the time between overhauls when engmne®ffitheaing.
When the engine comes off the wing, the exdtand the plug will be taken off and inspected and the initial TBO that was planned was
thousand hours.

and in Mr Neillés oral evidence on 27 July 2009

Mr Neill Had Mr Bobbi gone to the people who were famifigth the overhaul manuals and the maitenance manualsyou would have
seen the language and the words that it contains about what kind of damage can be sustained and what you do when dat
the limits specified in these manuals, but | didn't see any reference to that in eithevibfdgs statement or any of his reports. |
justsawalotof Mr Little interrupts in a disturbed state éé..

Mr Little Rich, that's exactly what he did do<see Bobbi report extract above

Equallyan experienced industry person fromBwCAerospaceand DefenseGlobalGentre of Excellencen
Londoncarrying out the same relatively simple searcheguld have seen what Mr Bobbi and | had already
seen ancconfirmedin the Aircelle Component Maintenance Manual for T500 Exhaust nozzle and plug
sample 36256 NBE FSNE > | YR KI RC!IH/fe¢shirve a wipsheBanuigaédrec Aigell@in the
operating airlines A further example from Etihad who are onetbé largest A34€00/600 operators

please read4185/ 4186and4186A Email from Aircelle (23 June 2009) to Etihad Airways regarding
A340/T500 exhaust system life / certificationThere is no specific life limitation for the T500 exhaust

a e a iéadrex

Magellan and their own advisorsdf 0 NB 023y A asS (KIFG GRdzS (2 GKS dzy LN
Repairs (for On Condition Maintenance components) should not be included when recovering NRC assets.
They are also subject to contractual MTBUR and Guaranteed Direct Maintenan¢B&@G3tvalues of much

less than a $1 per flying hour with Aircelle/Airbus (doc 3525).

Q99A:t 6/ ONAXGAOAAESR a !Poorchntrol dver Milividuatipnojectsdréan Zc2oddting
perspective Project sales volumes, revenues and costs aseraviewed with sufficient frequency or

rigour® £wC then proceeded to set to one saléthe various MAC representation documeiitgher than

the Q4.2006 EA@ndfailedto refer or Exhibitthem at all They chose instead tmilaterally extend the

commercial contract period for the A34800/600with Aircelle from FY2012 to FY20»t the EAC and
fundamentally failedo question and integrate all the glaringly conflicting data at their disposal. That is the
foundation of any reasonabkeudit checking ad integration testingls it really credible thaPwQ forensic
accountantdailed to find most or all of thisand document this properly in their Findings of RPag@Rdid

GKSe 0StASOS Al ¢2dzZ R d)yIieBadileh oot derfiobstratds that RwkiRkiy 3a 2
dzLR2y (G KSYaSt@Sa G2 LINRRdAzOS Unhits and pi@rgnfarmetiord|$ i$ iEnotT N2 Y |
extraordinary that they would independently chose to do so, and end up with anshieh would

apparently supportMr DA Y Y I I Y Reedsfbr/a frégram brealeven-as pertheta | / LINBa Sy (i SR
Q4.2006 EAEL the outsef?.
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It isa documented fact at para 8.75 thBwC relied solelgn access to the Forecast International April 2007
numerical aircraft build forecast at Ekiti8.4 fortheir A34@p nnkcnn G LINRBRdzOGA2¢nd @2 f «
that the volumes deficit to the 1247/1285 units required for MAC amortization would be met from demand

for Spares. Despite my inputs and the documents available from MAC up to 14 Marcth29 proceed

(without reference to any Maintenance manuals etc) to then calculate dogically and numericallyflated

demand of 1572 units (as per para 9.2) so as to attempt to inclymegortion of thosereplacementspares

to meet thatproduction volumesdeficitto 1247/1285 units

9.9B: Isit most likelythat PwCaccountantdid so in order that they could state at PwC para 8538
support of their derived conclusion

oPwC Observation: Based on third party information presented aboveraménagement information
obtained, the delivery of a combination of production units and spare units totalling at least ofuhi&85
over the life of the programme ending FY2021 is not unreascha®pe®?

Aswe all knowthis was false from the multiplsources of information available to PwEfore and during
their investigation andhe actual outcomes

<BL Observatioaxample: This comes in to sharp focus when one looks at the information contained in these various

plans for next year (FY201Ma®d on these crucial March 2007 documents therefore menufacturing volumes

projected for2010A y al 3StfFyQa LI Fyd ! SNRyOF LyO é6la&a y2¢ F2N a2
Dec.2006/page 3pnd 81 spares (was 8)87 engine units (or almosi0 aircraft sets).

As the contracted pricing was identical for production and spare engine exhaust systeAh@rogram revenue
projections for 2010 would be for some C$42@$50m with the attendant NRC and cash recoveries in the MAC
strategic planning and financial budgeting/reporting processes$believe it was predictable then, and will actually be
now, some 90%+ lower i.e less than C$4m.

I included this poinspecifically in my 27 November 2009 letter to the MAC Directuefore their December 2009 MAC
Board meeting, inviting each Director to looktlagse very carefully for the FY2009 financial audit by &&when
reviewing the FY2010 MAC budgets for approval at that December Board meetymy will see this ipart of my

letter when | said:

oPart of my team role, as both a MAC Senior Officentidfunctional responsibility for coordinating the MAC

strategy, was to identify these major matters and have them addressed by us all within manageméht.5 S{1 1 SN a
comment to the Judge that | had simply a different point of view about the AB€06M in August 2006/September

2006 is very far removed from the truthThis week you will be approving the MAC budgets for 201L@0ok specifically

at what those MAC budgets include for the A340 production units and spares.

As you know from my MAC Board 2006 presentation, there is a typical three year lead time from aircraft wide body
sales campaign to deliverydAC represented in March 2007 to PwC and E&Y that in 2010 some 116 units/28
production aircraft(1 March 2007: doc 3605B/D to E&Y and 3603B/BwC)vould be built and projected a Spares

build of 81 units(14 March 2007: doc 3605H/red Tab page ¢8)total manufacturing requirement in Aeronca of

some 200 x A340 units in FY2010

My view, by February 2007, was that we would be more likely fadiag the production case shown by MAC at
document 3605H dated 14 March 2007 /Page 68 (total production build of 135 aircraft) whilst back in Aug /September
2006 MAC would be lucky to still be building at a rate of 10 aircraft per year by 2010 widhriiedtion of meaningful
series production of the A34ED0/600 very probably imminent. Even now Mr Neill would, it would appear; based on his
July 2009 evidence to the court does not admit that.
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| believe instead you will read in those submitted MAC butgfer 2010 A340 production = 0 and Spares (rotables
and replacements) of & 10 units. This was predictable and indeed predicted by six external market forecasters, and
almost everyone else with experience in the industry from mid 2006/early 2007, éxasptMAC Senior Officers on this
the largest cash recovery/asset in the MAC Balance Sheet/Strategicl Riadgerstand that the Program EAC is not just
about volumes, prices and costs matter too, and those were and have been carefully considered thamn by me.

See my A340.0n the Record.Final.Repért

and then again in the Actual Outcomes to datéADDED 7 Auqust 2010

| have also recently learned that Mr John Furbay (the Magellan/Aeronca CFO, including tFHs08/500
EAC accounting role) wdsmissed by Mr Dekker and escorted off the Aeronca site by the General Manager
at the end of June 2010/Q2.2010.

In the same 200-2009/2010 calendar period asrbus reliably predicteth their customer delivery
projections documents above those 32 +igaft deliveries 136 production nacelle unit deliverigs
Aeronca/Magellardelivered some 121 production AND spares units.

This121 alsacompares with Magellan submissions to E&Y and to PwC of 366+ production/spares and the
use of 439 units in the CF@iBnce Program EAC used by E&Y for their Q4.2006 audit testing for the same
42-month period from January 2007.

If one were to assume that all of these actual 121 units were allocated to production since January 2007 (414
+ these 121 units) this would bgeivalent to a total of 535 exhaust systems or enough deliveries to Aircelle

to enable an almost complete 134340500/600 aircraft build.The final A340 500/600 aircrdft the

Airbus Oder bookfor airline use was completed to Iberia Airwaystba 16" July 2006; a A340600 (MsN
1122/ecLFspn the eve of the Farnborough Airshow 2010

The latestAirbus delivery projections schedule (30 June 20dh Airbus shows thagt present do not

plan anyfurther Assembly of A34800/600 aircraft This now leaves the two A34800 €x cancelled Kingfisher
aircraft MSN886MSN894 afLS assembled in early 200avhich Airbus areontinuing their endeavours to reselimy

latest information is to Sonain. expect there may be an occasional AS0D VIP aircraft sold in the next
period (argely out ofexhaustgnventory alredy within AirbuAircelle) but fundamentally the mid
2006/early2007 estimate of approximately 135 A34800/600 production deliveries and series production
cessation in 2010 has come to padsor completeness | had not foreseen the ASOD April 2006 ater
cancellationin early 2008y Kingfisher Airlines of India in August/September 2006.

Para.910. Airbus A346500/600 pricing projectiong some initial inputs/reminders

(A) Reminder from para 8.5 rédi NI Ol FNBY aNJ 55 1MBD0&NA 2 NI f GARSYOS Ay 'L

Mr Dekker fi é . This schedule is an estimate at complate] each quarter we do various scenarios of this schedule, there are three major
variables that affect the outcomeof this schedule, sorry to bring it to such basic levels, but it's number of units, times revenue per unit, and the
c 0o st é éléour.best view, our- let me identify best, our most reasoned view and most likely outconsé@owed a 10 million losyes, we would
post that loss.

(B) Mr Dekkeri Oral evidence on 10 June 2009 (and part of para 9.1)

Mr Little I't says management assemtos rfedteureencealt®s anwhathawngre, ithhe

worth$6m-$7m, based on the figures Pauseas given this mornir
Mr Dekker That would certainly be an interpretation of what they
Mr Little Forfearofmak ng a comment, and consulting speak, when | say

confirm that there was a change in the selling price assumptions made between Q2 and Q4?

Mr Dekker Therebds evidence i ndiffeferd schedufesithaeshowhe brdakowter thé @202006 and Q4.2006
numbers that the selling price for each quarter was different, the Q2 price was lower than Q4.

Judge It doesndt |l ook as if theyodéve broatght that into the egq
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(C) Mr Dekkeri Oral evidence on 10 June 2009

Judge So, because the material had simply increased it allowed you extra profit on the sales.

Mr Dekker Contractually |, but the customer was denying that , ye

Mr Little Sowhenyoug t o arbitration, you get a big jump and t he @&andg
this is the second part of the question, that once ygaw
reduceyour recoveryé é interrupts

Mr Dekker But you get the compound of each year on the base, | mean the base increases, and you get your incremental mark ypte:
do the price escalation calculation , based on prices quoted at the end of the year.

Judge Your evidence is that the price was going to keep increasing and your profit on it was going to keep increasing

Mr Little Are you suggesting, thenthat PwC in Para 8.95, and what they say as a conclusion impact on 8.94, is therefameorrect?
(Pause , Pause)

Mr Dekker Il dm not sure | 6ve developed a view on that. |l 6ddhthave t

extract from PwC report para 8.98.95 referred to abovie

893The materi al fi BEUBN40,554 B1023.2%) of the total cost of production per unit (USD174,840) that
projected for FY2007. The cost of this material is expected to increase at 10% araugthging USD 54,393 for FY2008
FY2012. This represent80.7%of the futue projected total cost of production per unit from FY2008 to FY2012.

8.94 The price escalation formula currently in effect (as per the SA dated 11 March 2005 between Aeronca, MAC and HH
that the total sales price for exhaust system units vateiaseby 0.31%for every 1% increase in the cost of Beta 218S. In effect,
is protected for increases in the cost @&B821S, providing that the cost of Beta 21S per nemitains equivalertb or below 31%of
the total cost of production per unit.

8.95 Given the volatility in the cost of Beta 21S (a titanium compound), there is a risk that in future years the cost ofcoetd -
exceed 31% of the total cost of production. Indeed taking into account the existing assumptions in the EAC modef, Ble¢acos
21S per unit would represeapproximately 35%of the total cost of production per unit by FY2012

<BL Observatiori As Mr Dekker did not attend the MAC weekly staff meeting teleconference on Tuesday 12 September 2
discussedMr But yni ecés BAFO settl ement p r(whichihelnd apgrdves and das bebod tt
Q2.2006 EACENd exactly this final evidence/PwC 8:93®5point as part of my Protected Disclosure (PD24) with Mr Dekker i
telecom on 14 September 2006. It was at this juncture when Mr Dekker indicated he would have terminate our 29 mirnge «
had other matters to attenditd believe a meeting withi Head Office with Mr Neill for their preparations for a bank meeting ne
day?

Effectively | had told Mr Dekker that when we pursue arbitration (which both | and Mr Furbay advocated again at the MAC
staff meeting on 12 September 2G0BIr Dekker and MButyniec (who was at Haley and, as Mr Neill described to the meetin
fiwe had another bad week for deliveri esoawedr e uirandithos prese
including Mr Edwards, agmeéedthbatwhwel 5o twun ene tag tb beonindfé thal
whilst in my view Magellan would very likely secure higher initial pricing for 2006i 2009/2010%than Mr Butyniec had
proposed in his 11/14 August 2006 BAFO settlement lattéircelle-see (¢ ) CD2 extracts beloBUT that after this 0.31
BETAZ21 fixed point in the existing application of this escalation formula that higher initial pricing from FY2006 success
would start to work against us in future years in reduced profits ad contribution and when combined with the production
volumes reduction in my Airbus Toulouse discussions would now inevitably mean a substantial wateo wn i n  Ma ¢
Balance Sheet.We needed to properly handle that next week in our strategy / Heiad @iffcussions and in Q3/2006 financial
reporting and certainly by Q4.20060 demonstrate this Deloittes LLP andaMe subsequently set out the impact of this Higher
pricing by $50K+ ea over FY200%ith Top price scenario of $218148 ea/Q4.2005 EAC for FY2006 price and 0.31 BETA21
ceiling) in a number of slides within this Excel workbookvhich Mr Dekker was also se>

ot 6/ O2NNBOGfte& NBO2NRSR Ay (i Rrian Ltk stdtetl in the
E&Y presentation that his concerns regarding the treatment of the A340 NRC were raise
following Q2.2006 | ag You can hear on the audio tapd@spe recording Part 1 (16
minutes)and thenPart 2 (7 minutes)) L & { And t8eRundamental issue here which we
have to come to terms with is that this product is a product that has not only got a cost/pt
LINPOfSY odzi AGQa y2¢ &2 320 | LINPINIY

9.10.1

NONE of the contents oy CD2 emails/folder fileare mentioned or Exhibits in either of the PwC Reports.
Thereader will have noted that the Final PwC report was published at the end of August 2007 after the
sevenY2 Y GK [/ PoY GAYRSLISYRSYy(l F2NByarald Ay@SadAiaalrdArzyt
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| wrote specifically about this crucial subject and the broader PwC Final report to both Mr Edwards and Mr
Dimma on 11 September 2007 (Readaipt from both) (A few examples of those crucial omissions

(1)my 19 Feb 2006 email aboveon probable A340500/600 production build projections of 150 aircraft
or

(2aNJ . dzieyArSOQa . Sa pricihgsettlerGehtyettel to AirgeFe$INSuglist 20@6h U

Dear Vincent commercial letter to Aircelle re A340 Pricing with his propbke®,623¢ an8.7% price

increase for FY2006 etc etc (which was LESS THAN than the FY200f6H8de270nve hadall used in the

Q2.2006 Estimate at CompleEeAC for the Q2 quarterly earningdder his Farnborough Air Show

negotiations in late July 2006, following which, as you will have noted, he gdinEdwards approval {

"Letter looks fine to me. Let's hope this puts this issue to bedVlf Dekker "cleal edits" and therefore

bl dzi K2NAT FGA2y 2F KAia &aSaGitSYSyid GSNyaéd AYYSRALFGS

I never saw anything in writing from Mr Neill at that tirfiehad on 22/23 February 2006 when Mr Furbay
SYIFAf SR dza GKI G & 2auNVr Nl inkiafiyudbtediiK FAja KdS: ¢0 294k RS NB R
seems reasonable but subsequently understood that by 15 August 2006 that Mr Neill badinded his
4dz0aSljdzSyid Ho CSONHzZ NE wnnc @NXQJQd Iy A RwE GNHzQG BBy | (N
gl & adzLILR2NILAGS 2F GKS gNRGGSyYy & a S-ofierfpdposaptaiAirdel NI & £
@d [FF2yR SELISOGa | O2dzy i SNENAE st&fNeting BinuleS 15 Sy G o &
August 2006 (do2021).

2 KAfaldg L FOOSLI aNJbSAffQa ¢NRGGSyrinSngMag8lgh®oBsio w! b H
was personally dismayed and disappointed to learmafter both that MAC Board 10 August 2006 meeting

and | had left Toronto Head office on the 11ths | was unaware of any discussion or approval or Mr

. dzii @ y A SOQa k a IWbopmsalito]tie pErading MAT udit Committee or during my attendance at

the MAC Board (nor is it minuted)hat Mr Butyniec in his 11 August 2006 letter was prepared to settle, on
behalf of MAC, in his Aircelle settlement discussions for a price incoéasdy 8.7%in the MAC commercial
agreement for A34600/600.

CKAA ¢l a AyadSIR 2F LINBaaiaAy3a F2NI LG tSrHad GKS af 2
budgeted 64 {operations planned more/actual 81} Exhaust system deliveries in FY20G6. Tt LINA OA y 3 |
alone would cost MAC at least C$0.5m in additional revenues/gross profits/cash in FY2@0iéved then

GKIFG ¢S KFIR | @SNEB &a2dzyR o0dzaAySaa yR fS3Frf kI NDA
unit) and up to perhps theoretically 32% for FY2006, although the escalation formula challenges for MAC
would really come within our strategic planning horizon in 2089per point (c ) aboveAstonishingly--

FYR L O2dzZ R yS@SNJ dzy RSNA ( | yoRal ahdkwittedpsikiod Hitfiin Madallandzi & y A
in the past (e.g. hismail in January 2006

9Xd aé& O2yOSNYy Aa (KIFIG 6S 1SSLI OKFYy3IAYyIXKK®2EdzYo S
need a real offer in writing from them now. We are negoitating with ourselves and have been for

Y2YGKAXX L 6Fyd I RSIE tA1S Lye2ys Stads odai 2y8
aNJ . dzieyASOQa . ! CJ623mr unitg and.7% pide & east® etdam reqpested by
I ANODStEtS +a GKS a!/ olaixa 2F | aSdiatSySyid okKraa (S

/LOWER than had already been securgdMy Furbay/us in Aircelle commercial discussions in late June 2006
(readdoc 179623 June 20061 G ¢l a 2y GKF G WdzyS uwnnc ! ANDSEES Gl =
minimum $ price number of $18270per unit for production/spares was deriveshdall of us submitted in

the Q2.2006 EAC/financial reportirigr the A340500/600 program ¢ KS y S SFFSO0 2F aNJ
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GNBIf¢ 2FFSNI gl a (2 RIDBEAC giobsdossksyoPBEID thé AB4E0aB00 K S NJ
program.

l'3FAYyAald GKS RAFFAOMAZ G al ISttty af RpENRA & SORBOBY If $OA lo
pricing proposal, combined with our failure to meet our operational A320/600 costargets for labour

and overheads at Aeronca / Bristpas per the recently circulated July 2006 resultsgld Mr Butyniegjust

before the formal start of the 15 August 2006 M¥€Eekly staff meeting.doc.2021hat his BAFO A340
LINAOAY3A aaSiGft SYSyGé 2FFSNI 2F P wmT daBdesubsequeiiyNJ dzy A G &

(3)the MAC staff meeting email trailge Aircelle Negotiationg August/12 September 2006 (25kbecord
some of that subsequent interaction/outcome

In particular after | had told Jim Butyniec on 15 August 2006 that his final settlement offer of 8.2% for
reduced price in FY2006, the subsequent base valudinthis letter sent on the 14 August 2008as
LOWER than had been previously agreed with Aircelle ( the 9.7%/12% reported in June 2006 email above)
he seemed shocked / perturbed and began to bpekdle ¢ subsequently | believed pushing the
responsibility back again to Mr Furbay et a¥ou can read this as part of the email trail and specifically
relevant is his email shortly afterwards on Friday 18 August 2006 (2179B) where he states to @alhof us
particular to Mr Furbay dThanks, we can talk more about this in a few daydohn, | do not want Nicky to
think there is hope that a call from Rich to Pascal or vice versa will bring a settleraelgtss than the 10%
or 12% needed to close the iss As she stated the offer from Vincentas a take it or leave it one, that
also applies to themwithour® éb 2 1 S  a NJ . dzipedglingDa 6f &is formabDA340 pricing counter
offer to Aircelle to the minimum 9.7% /10%e all thought had been secured in June 2006 when reported
KNP dzAK aNJ CdzNDb I & Q& arfl Whick We (iR pattiGilBr CR® Mr DekkeSandiCED Mr
Neill)had used as the basis of the A340 EAC for Q2.2006

The net effect of this intervention by Mr Butyniec was that prior to his direct involvement we had secured in

late June 2006 a price increase of 9-722.0% andh higher subsequent base, which we had used in our

pricing assumptions in the Q2.2006 EACA & G| LILINR OSRE 0O2dzy i SNJ 2 F FSNJ ¢ 2 dz
of only 8.7%and higher gross losses in the A340 Program (only worsening the C$5.2m+ grass losse

calculated in our Q2.2006 EAC} G KSNJ G KIFy GKS YIFyl3aSYSyi -2@SNNR RS
determined by CFO Mr Dekker and CEO Mr Neill and which was the basis of the MAC Consolidated
Accounts/Q2.2006 Earnings release on 14 August 2006 t03ke

It would be a matter of speculation on my part, but it may have been that in approving this 11/14 August
2006 BAFO Mr Butyniec had persuaded himself , Mr Edinamd Mr Dekker that this MAC final, finalffer
alrftyzaid NBO2OSNBR: RuBhyniedinkvdzlid axpldidltoQhe ful téam die ppecise
reasons as to why he did what we did; we in fact now seemed tdnegotiating with ourselves tida\
consequent negative effectl related these A340 points, amongst others, to Mr Dekker in a 29 minute
telecom, only days before my visit to Toronto to lead our MAC Group 5 Year strategic planning sessions, and
before my instant dismissal on arrivdlEoronto Airport.

Q9.10A Why did PwC not include these clearly relegeningdocuments in their Report as at Q2.2006
when Icommunicated their existencandindeedprovided them to Pw@om my PC forensic fileé®

Q9.10B Did PwC establish whether MmBia or any of the MAC Board, other than Mr Edwards, had
approved this BAFO settlement offer to Aircddkfore , during or immediately after the 10 August 2006
Boardat pricing that was OWERhan the Q2.2006 EAC before the financial results weleasedand
published to the TSE on 14 August 2008?hy did they not assess what implications this pricing offer
would have if accepted by Aircelleincreasing further thelocumented $5.2m gross loss@s
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Post Note

My information from reliable Safran and Meltan sources is that this was settled by Aircelle before any
Arbitration / hearings commenced with Mr Don Boitson and Mr John Furbay.

Magellan reported this settlement / price adjustmeit their Earnings webcast call in Q3.20@/)ainst the
NRC Amortisation in FY2008 financial statements)

<For information the MAC Q1.2008 and Q2.2008 earnings release did not show a separateltiageany
Amortisation of Deferred Developments costs whilst the Q3.2008 financial statements showed Q3.2008
C$3095K and C$7185K for the nine months to 30,September 2008. This was in the same period as the
C$10.4m retro price adjustment settlement witincalle. Q4.2008 Financial statements would show
amortization of deferred development costs of C$7289K for the fourth quarter and an annual C$14474 for
FY2008.Added April 201an FY2009 the audited results would record C$7360K were expensed as
amortizaion of deferred costs on all programmes.>

And then in the final Market analyst question (p14)

Mr Claude Proulx BMO Capital Markets Analyst

LGQa /fldzZRS t NRdzZf EXS FNBY .ahd Wdzad az2vyS Of I NAFAOL
to just for the sake of having better understanding of your past results to analyze current results , where
would that moneyg when should- sorry¢ when should you have booked revenues in terms of quarten

a quarterly basis? Is there any way for you tegiome indication?

John Dekker MagellanAerospace; VP
Let me take an action on that and look to see what sort of detail we can provide and we will post that

Mr Claude Proulx BMO Capital Marketg Analyst
hiléd ¢KIGQa Fffx GKIYy(lao®»é

Subsequently Magellan publicly disclosed on its website that the commercial terms of that agreement was
for increased revenues and gross profits of $#n 2006 and 2007 and $5500K in Q1/Q2/200&now

that during the course of FY2006 Magellan budgeted/EAC.Q41205%5p 64 A346&00/600 units, and

actually delivered 81; whilst in FY2007/EAC Q4.2006 budgeted for 40 units and actually delivered 45
uAGAXF2NI I O2Y0AYSR G2GFf 27F wmmEY20Rg48pradudticd 8rd) G K I
spares units were delivered by MAC: 25 du@iyQ2/2008. Subsequently with the A340 airline series
production programme now nearing an enanly 17 A340500/600 exhaust system units were produced

by Aeronca/Magellarin FY2009.

With the A380 effectively at a standstill in supplier deliveries in the first half of FY2008 (due to the assembly
problems at Airbus in 2006/2007) | cannot compute or untderd why the retroactive pricing for A340 in

GKS FANRG KIEF 2F C,unny F2NI up dzyAda g2dzZ R Sljdz i
price uplift of C$220K (or approximately doubling) for every unit delivered by Aeronca in 2@088page

14 below. As regards the C$4900K published by MAC for FY2006 and FY2007 what is certain is that even if all
of it was attributed to thel26 units delivered in thessvo years therless than 50% of that C$4900K sum

would have been obtained on the basis of the approved final counter offer to Aircelle from Mssrs Butyniec ,
Edwards and Dekker without MAC Board /Audit Committee Approval @nl#2August 2006And that 50%

b NBRdAzOGA2Y A& O0SF2NB lye LRNIA2Y 2F GKFG / bndnny
increaseglue for the A380 deliveries despatched in FY2006 /FY2007 from Aeronca prior to and since my
termination!!

44


http://www.fortfield.com/casefiles/MAC.Q3.2008.earnings.10.4m.Retroactive.price.adjustment.doc3605.3496.pdf
http://www.fortfield.com/casefiles/MAC.Q3.2008.earnings.10.4m.Retroactive.price.adjustment.doc3605.3496.pdf
http://www.fortfield.com/casefiles/MAC.Q3.2008.earnings.10.4m.Retroactive.price.adjustment.doc3605.3496.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/butyniec-11aug-letter-aircelle.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/butyniec-11aug-letter-aircelle.pdf

Mr Edwards then proceeded in his oelidence to the UK court on 31 March 2009 to state that

da!/ 3AFAYSR F YFGSNRLFE LINRAROS AyONBIFasS 27

| bmnyY

OFft SR T2NJ OSNIiI Ay LINROS | R2dzalYSyila | yRe lhvasas | &
fI NBHS O2yGNIOG T O2YYSNOAIET RAaOdzaaAizya ¢Syid 2y

A document supporting that assertion was not disclosed by Magellan and was certainly totally inconsistent

WithKA & aF LILINE 2R FRANEF 2 yOavdzy (1 SI8dza G Hnnc @

Mr Neil also spoke about this in his evidence on 27 July 2009 page 68/69

Mr Neill Themaintenance manual and the overhaul manaeg quite clear in their instructiores to how
to inspect,repair, and manage this- you then have to go over to each individual airline's servi
record and get from them the time between overhauls when engines will come off the wing.
When the engine comes off the wing, the exhaust aralphug will be taken off and inspected a

the initial TBO that was planned was 20 thousand hours.

Mrlitle LQY y20G &adzZ23SadGAy3 (KS@QNB y2i 3SiGAy3a N

industry. Can | also say , Timet are-ininterrupts

Mr Neill What do you thinlon condition actually means, it meansthat is the required has been operat
for a certain period of time, you take it off, (After) and look at it, and if there are cracks, dent
sign of damage or corrosion in asgnse you make a decision at that poistthe condition that

GKSNBEQ&a 3JI22R Sy 2dzaK dds itméed dNdpaintzdtisSt Reed 2
replacement.

MrlLitle L R2y QG RAAF3INBS gAGK GKFG Fd Fff

MrNeil ¢KII §Qa ¢KIFG Ad YSIya

MrLitle 1d2 y Q4 RA&F3INBS GgAGK GKIG PG FEfo

Judge We know where the issue i$D0 you need to pursue that any further

as|

Mr Little Well, the critical thing is that When the production level falls away, these replacemetts,
replacements are the only hinge in théinancial EAC and become the basis of justifying how
and Magellan recover the 40 million NRC, is that rignt?K I 4 Q& ¢ KI G (KA &

Mr Neill That is not entirely true either, because the, as you well know, there were a whole bunch of
negotiatiors going on with Aircelle, regarding the very same ga@turring cost, which were
settled post you leaving the company and a substantial contribution was made by Aircelle t
bw/ aQX®d GKS oltlyOoS 2F (KIFG bw/ drbdudtion@l th

spares and repairs of this programme

Mr Little And what is that, what is that remaining value and the remaining volumes assumptions at tt

of 20087

Mr Neill X Mr Dekker would have supplied that, when he was on the stand, Qdon K | @\ LitileK |

interrupts
Mr Little | S R & NR Weéilinterrupts
Mr Neill It must be in the area of 1% 20 million
Mr Little Right well I .Mr Neill interrupts
Mr Neill L {c&hat is an estimate, that is not what was on the actuabks

Mr From my reading of the accounts | reckon it will be about 20 million because 10 million was
Little off because of accounting policy but | was interested in what were the volumes you were sti
assuming because 800 units at $30000 perwe were never going to recover that 40 million ¢

that basis.
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It would seermfrom my knowledge, experience and logieqognisng that this settlement would also include

that forthe A38QG KI & GKS O2YYSNODAFET GSN¥Ya 27F { KwsNOT ozl K S NJ
constructed &s most stkeholders, including the professional stock market analysts, expe@ed,) I &y 2 NJY |
A0SLIISR AYONBIaS LINAROAY3I ol &A as péranyhointalSrbitrafidn dfithe  dzy A
escalation formulabut to substantively meet the finan@l and accounting needs of Magellan in reducing

FdzNI KSNA & b 8 S R3@addsset valuation on the Balance Shesditset this out in a

spreadsheet showing the Q4.2006 EAC, the C$10.4m retroactive revenues and the Deferred Development
costs recorded in the MAC audited Annual Reports as expensed for all projects in FY2008 and FY2009

Thoughwe donothdS G KS LINBSOAAS GLINAOAYyIkaShafSYSyd GSN¥as¢
accounting value, it seems very likely that a substantial portion of that CDN10.4m has been expensed against
the Amortisation of A340 Deferred Development Costss not krown what concessions in commercial

terms were made, if any, on other programs in their amended commercial con®aetof my former

business colleagues dririends, Mr Robert Beckettisked Mr Dekker to see the documentgr{vately if
necessaryyhich would demonstratethat | was and | am wrong on the A346cts and the totality of the
commercial agreemenBased on the above and the fact that these hawebeen disclosed to theourt, to

underpin their oral evidence, | firmly believe that Magellan heaerificedother commercial and financial

matters to Aircelle / Safran to secure this settlement focused on A340 NRC. This approach would be
consistent wih the example of the Boeing 737 systems kits from Ellanef also examined byaRav@hich is

set out in Point 2) belowwhere medium/long term revenues and profits were and will be further reduced

by FY2012 by approximately C$10m.

If part of this C$10.4rwas set off against A340 Deferred DevelopmentCas&€ Sy 2 F G KS OANDI

I 3aSi abedemi®ri2006 approximately C$10m will have been redubesligh dinventory

accounting standards changes per 3631 & S S rwhiéhip@ngitied the writeoff of the A340 escalating
labourlearning costs accepted by E&Y/PwC AND the majority of that C$10m + in amortization of deferred
RSOSt2LySyd O2adaf 9RE NEAHBlI OUDO3dza0NA 09 | RedzadYSy
Q4.2008 with Aircellewf t | f a2 KI-BBEFT6®SY aGaoNARGGSY

For information Magellan Aerospace Corporation used only a fixed amortization amount of $30,000 per
exhaust unit in FY2006 which if continued at $30000 per exhaust unit would leadrtly 65% recovery of

the circa C$@m+ (USD 38.25M) inventory on the Decemt806 MAC Balance Shed®wC set this out

further in their para 8.117 Current production costs penit are such thaat present the preamortisation

margin generated per unit is not sufficient to absorb an amortization of USD 30,000 per unit and still break
even. In order for MAC to report an overall breakeven position, while at the same time amdtiRh

inventory, it has been capitalizing that amount of production costs that is necessary to achieve the break

even positioneachyeaC2 NJ 0 KA & NBIlF &2y I GLINPRdAzOGAZ2Y Ay @Syid2NE
Ay O NB Hf MAG/vE@ee tb maintain the amrtization at $30,000 per exhaust system, as in FY2006, only

$3.30 million would have been reduced from the total A340 programme asset forth@ unitsdelivered

by MAC in the three years between January 2007 and the end of December 2009/FY2(&fated18

January 2011: With aircraft production exhaust units now all delivered a total of 110 produatitm131
A340500/600- production aircraft and 11 spares were delivered by MAC in the four years between

January 2007 and the end of December 2010/FY2@t@quivalent to $3.63m PwC continues at para
yommyg/ a0StAS@Sa GKIFIG a!/ Qad bw/ FyR LINERddOrniomly Ay D
inventory of USD 38.2 million) and then amortised from this basis onward. Aeronca should also review the
NRC amortization factoAVe believe that this factor should vary with the profitability of each uid.
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increasing labour and materiabst efficiencies are realized in the production process, furthermore, the
FY2NIGATFGARZ2Y NI GS aK2dA R AYyONBI asSo¢

This policy does not appear to be a logical and mathematically sound approach on A340 as PwC recognised
earlier in their report at PwC 8.948.95 that the current escalation formulaunder any interpretatiorg

would not lead to increased profitability per unit once BETA21S materials costs exceeded 31% of the cost.
Those relevant PwC paragraphs are

8.94 The price escalation formula currenityeffect (as per the SA dated 11 March 2005 between Aeronca,
MAC and HH) directs that the total sales price for exhaust system units will increase by 0.31% for every 1%
increase in the cost of Beta 2118.effect, MAC is protected for increases in thet ob Beta 21S, providing

that the cost of Beta 21S per unit remains equivalent to or below 31% of the total cost of production per unit.

8.95 Given the volatility in the cost of Beta 21S (a titanium compound), there is a risk that in future years the
cog of beta 21S could exceed 31% of the total cost of production. Indeed taking into account the existing
assumptions in the EAC model , the cost of Beta 21S per unit would repqgsentimately 35%of the total

cost of production per unit by FY2012.

Thisrising profit/contribution year on year subject is dealt with in some detail at website Exhibit 8.1. PwC
failed to apparently integrate and challenge themselves, E&Y and MAC on this varying profit per unit policy
in its specific implications for A340 antisation with the escalation formula in place. | should also add that it
has not been my experience elsewhere that such an approach was countenanced either by management or
auditors.

As above MAC continued to add Labour learning apafter 400+ A340 racelle sets/5 years of

productionto production inventory dnd E&Y as their auditors accepted the further US $1.5m to US $8.63
YAttA2Y FRRSR Ay (KS C,unn80SKWElI yOBKAKSEBUIUIKS &y
(3031) which woul@nd this capitalisation was issued by the CICA in August ZDRésubsequent

introduction of that Canadian Accounting Inventories Standa®@31 in MAC from 1 January 2008 permitted

some C$40m of inventory assets towstten off against retained earnigs (approx C$10m of which was

for these A340500/600 program labour learningcost) Y R G4 KS NBF RSNJ OFy aS8S aNJ
comments at Page 2 and then in his answer to questions regarding Magellan inventory and the new
accounting standards from Mr @eron Doerkson of Versant Partners (p6) and in more detail again by Mr

Claude Proulx at Pageo8the published transcript of that May 2008 webcast for Q1/2008 Easying

Claude Proulx BMO Capital MarketsAnalyst

Thank you, good morning. Just again on that accounting change, if we look going forward, it seems to me
conceptually that because you wrote off a cost that your margins will be improved going forwauat.tBeit
same time, when you start delivery and probably you brought up like a bonus for the Joint Strike Fighter or
787 or the Airbus A350, the margins will be depressgd.when we look going forward, like for the rest of
2008, that C$550,000, is that sething that we could put in our model for each of the [next three] quarters
or ¢ Dekker interrupts

John Dekker Magellan Aerospace CorporatieiWRFinance

..I guess there is a couple of comments, Cla&dst of all, the fact that we had to take that @rge against

retained earnings does not mean that those were not valuable costs and not anticipated cokisse were

costs that we had anticipated when the programs were originally bid, and we will still get recovery of

those costs going forwardAs we # here at this point in time, very few of our programs going forward will
NEBIljdzZA NS € SFNYyAy3 OdzNBS& gA0GK (GKS OdzZNNByd LINRPANIF Ya
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Despite both of these substantive MAC Balance Sheet reductioastinue to
believe from the evidence, as you have read earfieWebsite part D. Exhibit 8.3.
that asat today, from the documents/information available, | believe the MAC
Balance Sheet continues to be ovetated by in excess of C$10m on an equivalent
olFaras I aYFGSNRAIT ¢ G dsSo

For completeness, youwillalsoses/ t F NI Y (GKIFG GKS olaia 2F Y& aNBL
FY2006 financial statements is central in the UK Employment case for the A340 Protected Disclosures
PD22,PD23 and PD2At that time we faced actual costs on A340 which were escalatiryer and further

away from our FY2006 Budget/Program E&ANprth American management team (with Mr Edwards

approval) who were prepared to settle with Airleel and not proceed into the Arbitration/commercial
processeset¢l & LISNJ aNJ . dzieyAS0O0Qa wmwmkwmn !falzAB4B50D/600 pricieg . S &
that was LEStBan we had used in our Q2.2006 EAich itself had already generated a publicly

unreported $5.3m gross loss outcome as at @&hough just a couple of days after my Protected

Disclosures tdr Neill PD22,PD2Band Mr EdwardéPD23¥rom his written 12 August 2006 approval it

appeared that Mr Edwards and MAC were prepared to settle at these pricing levels/sachturther

concedethose lower A340 Revenues ($5.288.9m) and even higher gross los$es.2m)than those in the

Q2.2006 EAC as NOW being acceptable on 11/12 Augustf@0®éaever unstated reason(s), to settle this
long-running dispute and avoid arbitration/litigation in Europe.

Thatd Y I y I 3SY Sy bf tie @rSgNIERSgEoss losses of $5.2m, compounded further by this 11/14
August BAFO settlement letter financial implioas were NOT reflected in MAC Q2.2006 Financial Reporting
by Mr Neill /Mr Dekker/Mr Dimmaublished to the TSE on the 14 August 2086e Exhibit 8.3 oral

evidence in Part D), despite also an increasing clarity from multiple sources and decisions that the
guantities/volumes which were also being used in our A340 Program EAC were no longer valid or justifiable
FTNRY | yeé adudness @ gceonriti &issessment/quarterly financial reporting certification.

PwC correctly recorded in the Final Draftd2 NI I G LI N} ydcwm GKIFG a. NARFY [ 2
GKFG KAa O2yOSNYya NBIFINRAYy3I GKS GNBI GYSyasyoecan (i KS
hear on the audio tape§ @pe recording Part 1 (16 minutes)and thenPart 2 (7 minutes)) L & GAnd SR &
the fundamental issue here which we have to come to termih is that this product is a product that has

y2G 2yte 320 | O2a0kLINAOS LINRBO6fSY ©Hdzi AGQa y2g | f

None ofthis pricing aspect was dealt with by PwC, compading further the pricing matter at Para 9.1.

Para.10.0 PwCC$3mreport over 7 months from January 20QAugust 200andthe implications for non
management shareholders of MA®mM 14 August 2006 and subsequently some initial reminders / inpist

(A) Mr Dimmaas Chair of the MAC Audit Committee and authoCofporate Governance books, such

as TOUGHER BOARDS FOR TOUGHER TIMES : Corporate Governance HttiierPexsitold the public
courtinhisevidencdl K i F2ff 246Ay3 KAA &ndnépordin lgté 20063/ whith fdunid S & G A |
WKS YIFGGSNE &2dz ¢ SN RNIIKE Ang SubsciEali thedplurfoited] Ndnd@rés

- KS AyadNMzOGSR tg/ G2 OFNNE 2dzi Iy aAYyRSLISYRSyl
December 2006, as in his vielauditors are extremely risk averse

As a matter of record PwC also reportg@au@ 8.58)4 K+ & 4 (GKS @GSNE GAYS 27F aNJ
AYOSAGATIL GA2YE (KS aSyA2NJ al 38ty FMrWeilERI&IgHd 6! S
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to produce a quarterly A340 Program estimate to complete (EAC) for consideration/inclusion in their
Q3.2006 published earnings statement. The reader may also wish to consider the commentgryabsite
Part F (2)on the Boeing 78 Systems Integrator kits discounts aR&venue recognition at the same time
6vodunncy Fa aNI5AYYlIQa aAy@SaitAaardArzyé yR KAia N

(B a NJ 5 A Yinstru€ians to PwC and their professional indemnity limitations (doc 588/588rluded

Gt2/ akKz2dA R NBO23yAl S GKI G Aisprepsetdor tBepsesiof I YR (KS
findings of factrelating to existing, contemplated and pending litigat, including the Legal Proceedings.

Ly adzoadlyO0S (KS Ay@SaidAadaridizy Aa +a (2 6KSGKSNI G
made by Mr Little for potential use in the existing Legal Proceedings, or potential subsequent proceedings
arising out of the whistleblowing disclosures any future shareholder claims and/or regulatory

investigationsand not an investigation of the dismissal, which is the subject of the current Legal

LINE OSSRAY 34 d¢

And thenPwCLimitation of Liability(doc 595) ¢ ¢ KS f AYA G F2NJ 0KS LJzN1J32asS 27
will be the lower of£1.0 millionand 10 times the amount payable by you in respect of the Engagement at
GKS RIFIGS 2F oNBIFIOK 2F /2yiNI Ol 2N GKS O2YYAaarzy

(O Magellan Aerospace Corporation (MAG1/2007 Earnings release (publitl May 2007) and FY2007
Annual Repor{public 31 March 2008)

GLY FTRRAGAZ2Y S | RYAYA & doNdntaik I8l ahdyidRoumiSyyfe®INF approQimatdy y a S &
$3.5m incurred by the Corporation in relation to a wrongful dismissal claim by a former employee and as a
result a detailed investigation of concerns raised by a former employee regarding certain tugdssues.

tKS O2yOSNya ¢SNB (K2NRdzAKfe& Ay@SadAadalraSR o0& tNARO
GKS [/ 2N1LR2NI A2y Qa | dzRAG O2YYAUGSSSE LINBLI NBR | NBLJ
/ 2NLI2 NI GA2yQa f S e Boardd DigcioR that RWG mek viRtiPtheza&diR committee and

GKS /2NLIR2 NI GA2yQa SEGSNYLIt | dzRA (i 2PNE Bas adyised tiieladdié R 2 y
committee that they had not found anything that would undermine the integrity or acaary of the

I 2NL1I2 NI GA2yQa FEAYFYyOALf adlaSyYSydao

(D) As a result this matter was also raised in the Magellan Aerospace Corporation Q1/2007 earnings
webcast call by the CFO Mr Deklat page 4) and then in a question from Richard Stoneman (p5)

i Ri c $tenenthn Dundee Securities CorporaticrAnalyst
An ex-employee made a complaint that cost the Corporation $2 million. Does the-ermployee have any liability in terms of repaying that
money?

John Dekker Magellan Aerospace CorporaticrVP of Finane, Corporate Secretary
Richard, this is a clearly sensitive issue, since it's in employment manner and also a legal matter, so I'm not sure it'sragpp r i at e 0

(E) FurthermorecertainlyPwC (and Mr Dimmand his awyer®) denied us any opportunity to commeon
the A3400 TA Y RAY BaNR2FAFYIOUE 2Nl f SOARSYOS 2y n WdzyS HnyJ

Mr Little Was | asked to make amendments about factual accurdoy8/3002 Sent by independent lawyers working for the Audit
Committee. | asked to make comments as | had been advised to do so by Deloitte. | asked if | could be invited to cdmemer
factual accuracy it was denied

Mr Dimma You met with PwC during the investigation?
Mr Little These are specific questions | asked if | could make comments. This opportunity was denied.
Mr Dimma In the view of the Audit Committee, PwC is a reputable audit firm, a first class UK forensigraancy teantgapable of getting al

the facts for a sound report.They did so. There was no need for other parties comments.
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