c5563
r f BC Magel | anAer ospace-ern 05-17 2157
News rel ease via Canada NewsWre, Toronto 416-863-9350

Attention Business/Financial Editors:
Magel | an Aer ospace Corporation Announces First Quarter Results
March 31, 2001: Gowh in Sales, Earnings and Sharehol ders' Equity

TORONTO, May 17 /CNW - Magel | an Aerospace Corporation (the
"Corporation") is listed on the Toronto Stock Exchange under the synbol MAL.
The Corporation is a diversified supplier of conponents to the aerospace
i ndustry. Through its network of facilities throughout North Anerica, Mgellan
supplies the leading aircraft manufacturers, airlines and defence agencies
t hr oughout the worl d.

Fi nanci al Results

The Corporation announced the financial results for the first quarter of
fiscal 2001 at the annual neeting of sharehol ders held on May 17, 2001. The
results are sumarized as foll ows:

<<
March 31
Expressed i n thousands, PERCENTAGE
except per share ampunts 2001 2000 CHANGE
Revenue $ 156, 029 $ 150, 330 +3. 8%
Net | ncone $ 9, 705 $ 7,444 +30. 4%
Net | ncone Per Share $ 0. 15 $ 0.12 +25. 0%
EBI TDA $ 24, 117 $ 21, 469 +12. 3%
EBI TDA Per Share $ 0. 37 $ 0. 33 +12. 1%

Magel | an continues to show grow h in sales, earnings and sharehol ders
equity, strengthening its ability to serve the world aviation narket.

Quarter ended March 31, 2001 conpared with the quarter ended March 31,
2000

Consol i dated revenues for the quarter ended March 31, 2001 were $156.0
mllion, representing an increase of 3.8%or $5.7 mllion over 2000 |evels.
The increase resulted fromorganic growh realized throughout the Corporation
The Corporation reported cost of revenues of $126.9 mllion for the
quarter ended March 31, 2001, generating a gross profit of $29.2 mllion or
18. 7% This conpares favourably to the gross profit of $26.2 mllion or 17.4%
recorded in the period ended March 31, 2000. Corporate initiatives including
Six Signma and Lean Manufacturing contributed to the increased nmargin in
addition to favourable sales nmix and favourabl e forei gn exchange transl ation.
Adm ni strative and general expenses were $9.9 mllion for the quarter
ended March 31, 2001 or 6.3% of revenues conpared to $9.2 million in the
quarter ended March 31, 2000, or 6.1% of revenues. Managenent continues to
focus on minimzing these costs, however, intensified nmarketing efforts and
i ncreased enpl oyee costs have contributed to the small increase in
adm ni strative and general expenses over the conparable period in the prior

year.
In the first quarter of 2001, as a result of |ower indebtedness |evels



and lower interest rates, interest expense was $3.4 mllion, a decrease of
27.7%or $1.3 mllion when conpared to the first quarter of 2000.
I ncome tax expense was $5.7 mllion in the period ended March 31, 2001 on
i ncone before income taxes of $15.4 million for an effective tax rate of
36.9% In the same period in 2000, incone tax expense was $4.5 million on pre-
tax inconme of $12.0 mllion for an effective rate of 37.8% The incone tax
rate decreased during 2001 because of legislated reductions in tax rates,
of fset by a higher proportion of income earned in higher tax-rate
jurisdictions.

Liquidity and Capital Resources

The Corporation continues to generate increasing anounts of cash from
operating activities. Cash flow fromoperations was $16.2 mllion for the
quarter, an increase of $2.3 million when conpared to the correspondi ng period
in the previous year. Non-cash working capital bal ances used $0.3 million

During the quarter ended March 31, 2001, the Corporation invested $7.7
mllion in new production equi pnent to noderni ze current facilities and to
enhance its capabilities. The Corporation also used a total of $12.1 million
of funds generated to reduce bank indebt edness and | ong-term debt.

Managenent believes that adequate cash is available through internally
generated liquidity and undrawn lines of credit to neet the Corporation's
wor ki ng capital, programand capital investnent, and debt servicing
requi renents.

Recent Devel oprent s

During the first quarter of 2001, Magellan participated with The Boei ng
Conpany to re-shape, augnment and extend Magellan's work package on the Boeing
717 twinjet. The agreenent, valued in excess of $400 mllion, rel eased an
additional 97 aircraft to production at the Fort Erie and Wnnipeg facilities,
and extended the program horizon to 500 aircraft. The first quarter also saw
advancenent of Airbus opportunities, with the announced | aunch of the doubl e-
deck A380 | ong-range transport, and the successful conpletion of design
testing and delivery of certification units on currently contracted work for
the A318 and the A340 aircraft. Sheetnetal and nachining offload contracts
were awarded in March by Bonbardier, for production on Bonbardier's regi ona
and business jets, with production comencing in the second quarter of 2001

I ndustry Trends

The civil aviation market continues to be buoyant with strong production
rates being maintained in |large comercial jets, and increasing in regiona
and business jet sectors. Backlogs remain high at all nmajor aircraft makers.

On behal f of the board

(si gned) (si gned)

N. Murray Edwards Ri chard A Neil

Chai rman and Presi dent and Chief Operating
Chi ef Executive Oficer Oficer

May 17, 2001

MAGELLAN AERCSPACE CORPORATI ON
CONSOLI DATED STATEMENTS OF | NCOVE
AND RETAI NED EARNI NGS (unaudit ed)
Three nont hs ended



(expressed in thousands of dollars, March 31

except per share anounts) 2001 2000
Revenues $ 156,029 $ 150, 330
Cost of revenues 126, 873 124, 117
G oss profit 29, 156 26, 213
Adm ni strative and general expenses 9, 888 9, 235
Research and devel opnent 469 266
I nt er est 3,428 4,739
13, 785 14, 240
I ncone before income taxes 15, 371 11, 973
Il ncome taxes - current 4,509 2,835
- future 1, 157 1, 694
Net income for the period 9, 705 7,444
Ret ai ned ear ni ngs, begi nning of the period 126, 136 88, 223
Ret ai ned ear ni ngs, end of period $ 135,841 $ 95,667

I ncome per common share
Basic (note 5) $ 0.15 $ 0.12

Diluted (note 5) $ 0.15 % 0.12

MAGELLAN AEROSPACE CORPORATI ON
CONSOLI DATED BALANCE SHEETS

March 31 Decenber 31
(expressed in thousands of dollars) 2001 2000

(unaudi ted) (audited)

ASSETS

Current

Cash and cash equival ents $ 2,193 $ 5, 684
Account s recei vabl e 109, 280 110, 372
I nventories 217,472 204, 555
Prepai d expenses and ot her 6,574 6,771
Future incone tax asset 6, 231 6, 279
Total current assets 341, 750 333, 661
Capital assets 336, 456 325, 442
Goodwi | | 13, 702 13, 194
O her 11, 631 12,512

Future incone tax asset 9, 195 9, 542



LI ABI LI TI ES AND SHAREHOLDERS' EQUI TY
Current

Bank i ndebt edness

Account s payabl e and accrued charges
Def erred revenue

Current portion of long-termdebt (note

Total current liabilities

Future incone tax liabilities
Long-term debt (note 2)
Qher long-termliabilities

Shar ehol ders' equity

Capital Stock (notes 3 & 4)
Ret ai ned ear ni ngs

Forei gn exchange transl ati on

Total sharehol ders' equity

MAGELLAN AEROSPACE CORPORATI ON
CONSOL| DATED STATEMENTS OF CASH FLOWS
(unaudi t ed)

(expressed in thousands of dollars)

OPERATI NG ACTI VI TI ES

Inconme for the period

Add itenms not affecting cash
Depreciation and anortization
Future incone taxes

Net change in non-cash working capita
itens relating to operating activities

Cash provided by operating activities
I NVESTI NG ACTI VI TI ES
Purchase of capital assets

Decrease in other assets

Cash used in investing activities

FI NANCI NG ACTI VI TI ES

$ 712,734 $ 694,351

93, 945 89, 194
4,563 2, 602

2) 37, 141 32,078
188, 116 176, 988

93, 870 90, 670

131, 720 140, 595

13, 179 13, 838

146, 718 146, 557

135, 841 126, 136

3, 290 (433)

285, 849 272, 260

Three nont hs ended
March 31
2001 2000

$ 9,705 $ 7,444

5,318 4, 757
1,157 1,694
16, 180 13, 895

15, 883 3, 744
(7,678) (4, 522)

840 102

(6, 838) (4, 420)



I ncrease (decrease) in bank indebtedness (2,702) 2,902

Repaynment of |ong-term debt (9, 361) (5, 521)
| ssue of common shares 161 211
Decrease in other long-termliabilities (763) (584)
Cash used in financing activities (12, 665) (2,992)
Ef fect of exchange rate changes on cash 129 19
Decrease in cash (3,491) (3,649)
Cash, begi nning of period 5, 684 6, 297
Cash, end of period $ 2,193 $ 2,648

NOTES TO | NTERI M CONSCLI DATED FI NANCI AL STATEMENTS
(expressed in thousands of dollars except share and per share data)

NOTE 1 - ACCOUNTI NG PCLI CI ES

The acconpanyi ng unaudi ted consolidated financial statenents have been
prepared by the Corporation in accordance with accounting principles
general |y accepted in Canada on a basis consistent with those foll owed
in the nost recent audited consolidated financial statenents. These
unaudi ted consol i dated financial statenments do not include all the

i nformation and footnotes required by generally accepted accounting
principles for annual financial statenments and therefore should be read
in conjunction with the audited consolidated financial statenents and
notes included in the Corporation's Annual Report for the year ended
Decenber 31, 2000.

March 31 Decenber 31

2001 2000

$ $
Ter m bank | oan 158, 839 161, 912
G her non-bank | oans 10, 022 10, 761
168, 861 172,673
Less current portion 37,141 32,078
131, 720 140, 595

The term bank | oan bears interest at bankers' acceptance or LIBOR rates
plus 0.80% Included in the termbank |oan are amounts due in U S
dol I ars of $90, 705.



NOTE 3 - CAPI TAL STOCK

The following table sunmarizes information on share capital and rel ated
matters at March 31, 2001

Nurber of St at ed
shar es capita
(Nunber si gn) $
Qut st andi ng at Decenber 31, 2000 65, 834, 189 146, 557
| ssued upon exerci se of options 18, 000 59
| ssued to enployees and directors 17,126 102
Qut standi ng at March 31, 2001 65, 869, 315 146, 718

The Corporation has an incentive stock option plan, which provides for
the granting of options for the benefit of enployees and directors. The
nmaxi mrum nunber of conmon shares that may be issued under this plan is 5.2
mllion. Options are granted at an exercise price that will be the

mar ket price of the Corporation's conmon shares at the tinme of granting.
Options normally have a life of 5 years with vesting at 20% at the end of
the first, second, third, fourth and fifth years fromthe date of the
grant.

A summary of the plan and changes during the period ending March 31, 2001
and Decenber 31, 2000 are as follows:

2001 2000
Wi ght ed Wi ght ed
aver age aver age
exerci se exerci se
Shar es price Shar es price

(Nunber sign) $ (Nunber sign) $

Qut st andi ng begi nni ng of period 1,711,702 5.42 2,540,302 4.28

G ant ed 746,500 5.85 500,000 5.50
Exerci sed/ cancel | ed (18,000) 3.28 (1,328,600) 3.27
Qut st andi ng end of period 2,440,202 5.57 1,711,702 5.42

The followi ng table sunmarizes information about options outstandi ng at
March 31, 2001:

Opti ons out st andi ng Opti ons exerci sabl e

Wi ghted Wi ghted Wi ght ed
Range of aver age aver age aver age



exerci se Nunber remai ni ng exercise Nunber exerci se

prices outstandi ng at contractual price exercisable at price

$ March 31, 2001 life $ March 31, 2001 $
3.25 612, 600 1.0 3.25 490, 080 3.25
5.50 - 6.30 1, 356, 201 4.4 5.76 166, 621 5. 82
7.35 - 10.05 471, 401 3.6 8. 04 134,041 8.13
2,440, 202 3.4 5. 57 790, 742 4.62

The following is a reconciliation of the denom nator of the basic and
di luted per share conputations:

Three nont hs ended, March 31

2001 2000
$ $
Wi ght ed average nunber of conmon shares
out st andi ng 65, 858, 402 64, 593, 841
Ef fect of dilutive stock options 303, 597 1, 115, 435
Wei ght ed average nunber of conmon shares
outstanding - diluted 66, 161, 999 65, 709, 276

Cash interest paid during the first quarter 2001 anopunted to $3,515
(2000 - $4,638) and cash income taxes paid during 2001 anounted to
$2,552 (2000 - $261).

NOTE - 7 - SEGVENTED | NFORNMATI ON

The Corporation is organized and nmanaged as a singl e busi ness segnent
bei ng aerospace and the Corporation is viewed as a single operating
segnent by the chief operating decision naker for the purposes of
resource allocations and assessi ng performance.

Donestic and forei gn operations consist of:

2001 2000
Uni ted Uni ted
Canada St at es Tot al Canada St at es Tot al
$ $ $ $ $ $

Revenue
Donesti c 39, 595 55, 727 95, 322 39, 722 48, 226 87,948



Export 55, 358 5, 349 60, 707 55, 976 6, 406 62, 382

Total revenue 94, 953 61, 076 156, 029 95, 698 54, 632 150, 330

Capital assets
and goodwi I | 157,584 192,574 350,158 148,086 179,176 327, 262

Revenue is attributed to countries based on the location of the custoners
and the capital assets and goodwi || are based on the country in which
they are | ocat ed.

2001 2000

Maj or Customers
Canadi an oper ations

Nurmber of custoners 1 2

Percentage of total Canadi an revenues 21. 2% 35. 0%
U. S. operations

Nurmber of custoners 3 3
Percentage of total U S. revenues 66. 7% 66. 6%
>>

This quarterly statement contains certain forward-Iooking statements that
reflect the current views and/or expectations of the Corporation wth
respect to its performance, business and future events. Such statenents
are subject to a nunber of risks, uncertainties and assunptions which
may cause actual results to be materially different fromthose expressed
or inplied. The Corporation assunmes no future obligation to update these
f orwar d- | ooki ng st atenents.
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/For further information: Richard A Neill, (905) 677-1889, President

& Chief Qperating Oficer; John B. Dekker, (905) 677-1889, Vice
Presi dent Finance & Corporate Secretary; ww. magel | anaer ospace. cont

(MAL.)

Magel | an Aer ospace Cor poration
Ontario
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