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ADVISORY

In the interest of providing the shareholders aotptial investors of Magellan Aerospace Corporafldlagellan”
or the "Corporation") with information regardingethCorporation, including management's assessmertheof
Corporation's future plans and operations, this uahrinformation Form and certain documents incoapedt by
reference into this Annual Information Form contéorward looking information that represents therfi@wation's
internal projections, expectations, estimates dietseconcerning, among other things, future opegatesults and
various components thereof or the Corporation'sréueconomic performance. These statements rldigure
events or Magellan's future performance. All steats other than statements of historical fact beyorward-
looking statements. Forward-looking statementsadien, but not always, identified by the use ofrdgsuch as
"seek", "anticipate", "budget”, "plan", "continue"estimate", "expect", "forecast”, "may", "will", pfoject",
"predict’, "potential”, "targeting"”, "intend”, "cddl’, "might", "should", "believe" and similar exggions and also
appear under the following headingsGeheral Development of the Business — BusinesseMats to potential
revenues and duration of certain contracts and otia¢ters; andDescription of the Businesas to future business
opportunities for Magellan. The projections, expéons, estimates, assumptions and beliefs cardain such
forward looking statements necessarily involve knaamd unknown risks and uncertainties which mayeahe
Corporation's actual performance and financial ltesno future periods to differ materially from amyojections,
expectations, estimates, assumptions and beliefsitofe performance or results expressed or impligdsuch
forward looking statements. These risks, assumgtiend uncertainties include, among other thingsh sisks,
assumptions and uncertainties described in thisuAhtnformation Form and in documents incorporalsd
reference into this Annual Information Form and tBerporation's other reports and filings with than@dian
securities authorities. Magellan believes the etqins reflected in those forward-looking statetaeare
reasonable but no assurance can be given that éxpsetations will prove to be correct and suchvésd-looking
statements included in, or incorporated by refezanto, this Annual Information Form should notreduly relied
upon. These statements speak only as of the @d#tescAnnual Information Form or as of the dateafied in the
documents incorporated by reference into this Ahrdnformation Form, as the case may be. Accordingly
shareholders and potential investors are cautiti@devents or circumstances could cause actualtses differ
materially from those predicted.

In particular, this Annual Information Form, anatdocuments incorporated by reference, containdadvooking
statements pertaining to the following:

. projections of market prices and costs;
. supply and demand for products and services ia¢nhespace industry;



. expectations regarding the ability to raise capital

. treatment under governmental regimes;

. expectations regarding foreign exchange fluctuatenmd changes to interest rate;
. revenues, timing of receipts and duration of myd#r supply contracts; and

. capital expenditure programs.

The actual results could differ materially from s$keoresults anticipated in these forward-lookingestents as a
result of the risk factors set forth below and efsere in this Annual Information Form:

. the state of the North American and European ecgriorgeneral and the aerospace industry in pagticul

. uncertainties relating to the weakened global emoacsituation and consequential restricted access t
capital, increased borrowing costs and refinandsigfor existing debt;

. the level of indebtedness or inability to refinamdebtedness;

. competition for, among other things, capital, sypmintracts and skilled personnel;

. incorrect assessments of the value of acquisitions;

. increased learning in manufacturing new products;

. foreign exchange fluctuations;

. changes in income tax laws or changes in othelatas;

. changes in governmental laws and regulations, dnetpenvironmental laws and regulations; and

. the other factors discussed untiersks Inherent in Magellan's Business"

The actual results could differ materially from s$keoresults anticipated in these forward-lookingesteents as a
result of the assumptions set forth below and etsggvin this Annual Information Form being incotrec

. interest rates incurred on the Corporation's bamgvacility and any future indebtedness;

. foreign exchange rates;

. the continuance of current tax, environmental aheémlaws;

. the continuance of contracts to manufacture goodstlae customers' delivery projections and Magédlan
relationship with certain of its key customers;

. inflation rates in the jurisdictions where Magellzonducts its business;

. the success in improving results at underperforringjness units; and

. no labour disruptions during the year.

Readers are cautioned that the foregoing listsacfofs are not exhaustive. The forward-looking estents
contained in this Annual Information Form and thecaiments incorporated by reference herein are ssiyre
qualified by this cautionary statement. Magellaesloot undertake any obligation to publicly updateevise any
forward-looking statements except as required loyrsties laws or regulators.

All dollars amounts in this Annual Information Forare expressed in Canadian dollars unless spdbifica
designated to be in United States dollars.

THE CORPORATION
General

Magellan Aerospace Corporation ("Magellan" or ti@dtporation") was incorporated on February 15, 198@der
the Business Corporations A¢ODntario). On October 17, 1996 the Corporatioanged its name to Magellan
Aerospace Corporation. Magellan's Common Shares w@nsolidated on the basis of one consolidatednuan
share for five pre-consolidated common shares #ffedMay 21, 2008. The Corporation's registereficefand
head office is located at 3160 Derry Road Eastsidésauga, Ontario, LAT 1A9.

Magellan, through its wholly owned subsidiaries,insolved in the engineering, manufacture and repaid
overhaul of sophisticated components and assembtiegshe aerospace industry, modernizing, repairargl



overhauling jet engines, defence aircraft and bpters, the design and manufacture of rocket atadlia systems
and the design and production of magnesium andialum castings, primarily for the aerospace industr

Corporate Structure

The following chart shows Magellan's material sdiasies and their respective holding companieswblly
owned, directly or indirectly, and their respectjugsdiction of incorporation as at December 30102.

MAGELLAN AEROSPACE

CORPORATION
(Ontario)
Magellan Aerospace Magellan Aerospace (UK)
Limited Limited
(Ontario) (United Kingdom)
Bristol Magellan Aerospace USA,
—] Aerospace Limitedy Inc.
(Ontario) (Delaware)
Orenda Aerospace
— Corporationg
(Ontario)
Ellanef Manufacturing Fleet Aerospace, Inc.
Chicopee Manufacturing Corporation (Delaware)
Limi (New York)
— imited @
(Ontario)
Aeronca, Inc.
Haley (Ohio)
— Industries Limitedw
(Ontario) Middleton Aerospace Haley Holding Company
Corporation Inc.
(Delaware) (Arizona)
Presto Casting
AMBEL Precision Company
. (Arizona)
Manufacturing

Corporation
(Connecticut)

Note:

Q) These corporations carry on business as directedralyas agent on behalf of, Magellan Aerospacétédn



GENERAL DEVELOPMENT OF THE BUSINESS
Business Matters

The following comprises a description of the depehent of the Corporation's business over the lastet
completed financial years.

On February 5, 2007 Magellan announced the formatfa 50:50 joint ownership company with QUEst Kamng
& Manufacturing to launch an independent processauility in India to cater to the needs of the asgrace
manufacturing industry. This facility, at 17,50quare feet, will initially focus on processes fdurainium,
titanium, and stainless steel components for agustsire and aero-engine components. This new itfacil
commenced operations in the fourth quarter of 2009.

Magellan had a strong year in 2007 for orderstier@orporation's proprietary products; the levebrafers in 2007
surpassed $50 million for the year. Orders incudenumber of modern rocket motor products thaeHaeen
developed by Magellan for use as drone booster nsotor-to-ground rockets, test firing support,ivas aerial
targets, and meteorological data gathering. MagalMAC-200 small satellite bus (platform) wasidgesd by
Magellan to fill the Canadian Space Agency's rezyuint for a general bus to support a variety ofimis and a
wide range of payloads to meet the needs of thensfic community, industry, and the GovernmentGznada.
Magellan is currently working on the CASSIOPE hihg, first application of the MAC-200, which is scluéed for

launch in 2009. On July 9, 2008, Magellan annodnseccessful formal delivery acceptance of the O8FE

small satellite bus by McDonald, Dettwiler and Asistes Ltd. of Vancouver. The bus completed ird#gn and
testing at Magellan’s Winnipeg facilities, and mmundergoing instrument integration and spaceteat testing.

On February 13, 2008, Magellan acquired 100% of ¢lestanding common shares of Verdict Aerospace
Components Ltd. ("Verdict"), a corporation in thaited Kingdom for approximately $4.2 million. Véctis a
high precision manufacturer of make to print congrida and assemblies for the global aerospace mydugerdict
specializes in precision airframe components arsgrablies for aerostructures, orbit payloads andgilaiseeker
systems.

On May 1, 2008, Magellan announced an agreememeiet Airbus and its Magellan Aerospace (UK) Limited
("Magellan UK") operating division that provides emcrease in order value of £35 million in 200&®0 million in
2012. The contract, which we believe has potergianues totalling £300 million, was agreed as glthe Airbus
Power 8 cost reduction initiative and includes &asing volumes of the wing components that Magédaurrently
producing for Airbus as well as new packages ofkwor

An announcement was made on May 22, 2008 that ambrwas awarded by GKN Aerospace to Magellan bK t
supply metal components for retrofit winglets ore tBoeing 767, supporting GKN Aerospace’s design and
development contract for these winglets with AviatPartners Boeing. The contract calls for up30 dircraft sets
over the performance period of five to six yeafFie contract has potential revenues of up to $afl®n.

Subject to corporate approvals and favourable aohtawards, an investment of up to $120 million rhaymade in
Magellan’s Winnipeg facility to facilitate work otihe Joint Strike Fighter ("JSF") program over apprately a
period of 5-7 years commencing in 2009. Subjectdgporate approvals and favourable contract awatds
Canadian Government’s Strategic Aerospace and Pefhnitiative program has agreed to provide repkeyabsh-
flow support of up to $43.4 million for technologyd process development. Magellan estimates libagdope of
the deliveries by Magellan of aircraft and engimenponents over the next 25-30 years as a resuteofISF
program could be as much as US$3 billion, with nexs of up to US$120 million per year once fulerptoduction
is achieved.

On May 27, 2009, Magellan announced the award goWfinnipeg facility of the RADARSAT Constellation
Mission (RCM) satellite bus development contracthwacDonald, Dettwiler and Associates Ltd. of Vameer.
The RCM mission is being developed by the Cana8jgece Agency to provide C-Band data continuityxistang
RADARSAT-1 and RADARSAT-2 users. As well, the RCMission will support maritime surveillance (ship
detection, ice monitoring and oil spill detectiodjsaster management and ecosystem monitoring. pfingary



areas of coverage are Canada and its surroundictic APacific and Atlantic maritime areas. The siog will be
comprised of three spacecraft in low earth orlaghecarrying a C-band Synthetic Aperture Radarqzad/l The
expected launch dates are 2014, 2015 and 2016.

Magellan has been awarded a contract to produce lkgbiting Il horizontal tail components in therthiot of Low
Rate Initial Production. It is the initial conttamwarded to Magellan by BAE Systems for F-35 conguas, with
estimated revenues of $11 million over a two yesigd commencing June 2009. Magellan has beercipating

on the F-35 Lightning Il aircraft program from tlearliest stages in 2001. Machined details and t@mp
assemblies have been delivered throughout the 18y&tevelopment and Demonstration phase. Magellan is
currently producing components for all three of i85 variants. The horizontal tails produced aigellan will be
used on the Conventional Takeoff and Landing (fB@0OL") variant. Currently up to 1,038 ship setshofizontal
tails are planned to be produced by Magellan okerlife of the F-35 (also known as the Joint Strikghter)
program.

Magellan announced on June 18, 2009 the award tif-pear buys of complex machined titanium compdséor
all three variants of the F-35 Lightening Il airitra the CTOL, the Short Take-Off and Vertical Lamgland the
Carrier Variant. This contract has estimated reesnof U.S. $60 million and will be carried outMagellan’s
facility in Kitchener, Ontario over the period 0@ to 2015. The shipsets will be comprised of ponents for
machined Wing Tie Bars for the Leading Edge Flegtailtation and Aft Engine Thrust Mounts. This &teontract
is a continuation of a long-established relatiopshith Lockheed Martin on the JSF program. Magedidacility in
Kitchener, Ontario was the first international parton the JSF program to deliver parts to the-fleglging project
in late 2003.

An agreement has been reached between Airbus agelldia UK securing an important work package orba&

new A350 XWB twin-aisle commercial aircraft. Thagkage consists of a number of large, complex machi
aluminium-lithium components for the aircraft centwing box, including Rib 1 and a range of attachinfitings

and flange Ribs. Initial production will utilizexisting capacity at Magellan’s facilities in the W Bournemouth
and Wrexham, with investment in new high-technologguipment planned as the production rate increases
commencing in 2012. The agreement covers deligetlye first 400 units to Airbus.

Magellan announced, on November 12, 2009, an agneebetween the Ministry of Energy, Republic of Gha
and Magellan for the provision of a turnkey electpower generation plant in Ghana, contracted titrotne
Canadian Commercial Corporation. The revenue imagd at U.S.$185 million, and the project is skthed to be
delivered over a 24-month period by Magellan’s Néisauga facility. The project will produce 132 MWelectric
power for Ghana. Magellan will supply four gashines in combined cycle that will have a dual fogpability to
run on light crude oil or on natural gas when itdmes available on site. This contract is a mapost to
Magellan's industrial gas turbine business.

Financing Matters

On January 30, 2008, Magellan closed a privategpt@nt of an aggregate of $20.95 million principabant 8.5%
convertible unsecured subordinated debenturesatusady 31, 2010 (the "New Debentures") the proceéasich
were used to fund a portion of the repayment ofr@gmately $70 million principal amount of outstamg 8.5%
unsecured subordinated debentures which maturddrarary 31, 2008 (the "Old Debentures").

In order to fund the remaining balance of approxetya$50 million on the maturity of the Old Debergs, Edco
Capital Corporation ("Edco"), a corporation coredlby N. Murray Edwards, the Chairman of the Boafdhe
Corporation, provided loans aggregating $65 milligthe “"Secured Subordinated Loan") to Magellan.
Approximately $50 million of the funds from the $®ed Subordinated Loan was used to repay the balainthe
Old Debentures and the $15 million additional furfidem the Secured Subordinated Loan was provideth¢o
Corporation to retire $15 million of subordinateébtl due to Balinhard Capital Corporation ("Balirtidy a
corporation wholly-owned by Larry Moeller, a directof the Corporation. In addition, on January 2808, in
consideration for the provision of additional setyufor the Corporation's obligations under its s#ixig secured
bank credit facility, Magellan has increased tlandby guarantee fee payable to Mr. Edwards fro®Q&r annum
to 1.0% per annum of the principal amount guarahtegehe fee payable to Mr. Edwards subsequentiyeased to



1.35% on June 24, 2008 as a result of amendmeiits bank credit facility agreement. The Securabdddinated
Loan was renewed on April 30, 2009 until July 11@@roviding for interest at 12% per annum.

Magellan also entered into an agreement with Balithto continue its securitization program thro{09,
reducing the amounts to $20 million by April 30,080and to nil by December 31, 2009.

Magellan announced it had amended and restatettdtit agreement (the "Bank Facility Agreement"}hwits
existing lenders on June 24, 2008 and amended d@h& Bacility Agreement again on April 30, 2009. dén the
terms of the 2009 amendment to the Bank Facilitye&gent, the maximum amount available was seCaradian
limit of $90 million plus a U.S. limit of $85 miltin with a maturity date of May 22, 2010. The Bdsdcility
Agreement was fully guaranteed by N. Murray Edwatids Chairman of the Board of Directors of the iowation.
For more information, sed8orrowings — Bank Credit Facility

On April 30, 2009, Magellan issued $40 million @% subordinated convertible debentures due ApriBA2 (the
“New Convertible Debentures”). For more informaticee Borrowings — New Convertible Debentures due April
30, 2012.

On April 30, 2009, Magellan announced that it hatima cash offer (the "Offer") to purchase allhef dutstanding
8.5% convertible unsecured subordinated debentireslanuary 31, 2010 (the " New Debentures") asinet by
the terms of the New Debentures. Mr. Edwards #&[d5 million principal amount of the New Debentieand Mr.
Moeller held $0.65 million principal amount of thiew Debentures. Pursuant to the Offer, Magellajuimed all of
the outstanding New Debentures in exchange foreagge cash consideration of $21.9 million ($21.8ioni of
which represents payment in respect of principal premium and $0.4 million of which represents pagtnof
accrued interest).

Magellan announced on December 23, 2009 that ttependent members of its Board of Directors hayeayed
and Magellan has entered into a commitment letidr dco for the extension of the Secured Subotdth&oan
subject to the satisfaction of certain conditiomsluding that Edco be reasonably satisfied thaevent of default
has occurred on the Secured Subordinated Loantetdhere is no material change in the businessatipns or
capital of Magellan. The extension of the Secu8etdordinated Loan is to July 1, 2011 and will betlom same
terms and conditions as the prior loan excepttti@interest rate will be reduced from 12% per amto 11% per
annum. Magellan will pay a one time extensiontfe&dco of 1% of the principal amount of the log®dco also
extended an option to Magellan exercisable on torbeluly 1, 2011 to renew the loan for a furthee gear period
on payment of an additional extension fee of 1%hef principal amount of the loan and on the coadithat the
operating credit facility is renewed for an additib 364 day period beginning May 22, 2011 on tesatisfactory to
the Board and on the condition that there is nen@tchange in the business, operations or cagitislagellan.

RECENT DEVELOPMENTS

On March 26, 2010, Magellan announced that it hadraded its Bank Facility Agreement with its exigtienders.
Under the Bank Facility Agreement, the maximum am@vailable under the operating credit facilitysveanended
to a Canadian limit of $105 million plus a U.S. iif $70 million, with a maturity date of May 22011. The
Bank Facility Agreement is extendable for unlimitede-year renewal periods, subject to mutual cansethe

syndicate of lenders and the Corporation. Thegakithns of Magellan under the Bank Facility Agreetrare fully

guaranteed and secured by Mr. Edwards. The Cdiporaas undertaken to pay the 1.15% fee of Mr. & for
the guarantee of Magellan's obligations under thekB-acility Agreement. For more information, $Berrowings

— Bank Credit Facility.

The terms of the Bank Facility Agreement permit Miden to (i) repay, in whole or in part, the Seclure
Subordinated Loan; and (ii) retract up to 20% ($dlion) of the 2,000,000 8.0% cumulative redeemafitst
preference shares series A of the Corporation ‘first Preference Shares Series A”) on each of I1A30i and
October 31 (or the next business day if that dayoisa business day) of each year starting withil 8, 2010,
together with accrued and unpaid dividends on lizees to be retracted provided there is no cudefault or event
of default under the operating credit facility, aafer the repayment of the Secured Subordinatezh lamd the
payment of the retraction amount, Magellan haseastl $25 million in availability under the Bank Hiag
Agreement. Any permitted retraction amounts neidusn any prior date can be carried forward toréutetraction



dates. As a result, subject to such limitationarrttie operating credit facility and to applicalaes, Magellan will
retract on each of April 30 and October 31, begigrpril 30, 2010, any First Preference ShareseSehi tendered
for retraction up to the permitted percentage abtFPreference Shares Series A. For more infoamatee
"Description of Share Capital — Preference Shéres

In addition, on March 26, 2010 Magellan announdeat the Secured Subordinated Loan had been renemtéd
July 1, 2011, providing for interest at 11% perw@mrcommencing July 1, 2010.

For more information, se&seneral Development of the Business — Financingevkit
DESCRIPTION OF THE BUSINESS

The Corporation's principal business activities #re engineering, design and manufacture of sdpied
components and assemblies for civil and defenceadirand helicopters, the manufacture, modermimatiepairing
and overhauling of jet engines, the design and fiaatwre of rocket and satellite systems and thegdeand
production of magnesium and aluminium castingsnarily for the aerospace industry.

The Corporation operates a single business segniemimanufacture of aerospace components anédesatvices.
In this segment, the Corporation has four produougings: Aerostructures, Aeroengines, Rockets @pdce
Systems, and Specialty Products. Aerostructureaangengine products are both used in new airasftvell as for
spares and replacement parts, and for commeraiafrélitary applications. Rockets and space systarmasised for
scientific and reconnaissance applications, defeias&s and space exploration. Specialty producttude
proprietary products used in flight safety and ggetelivery roles, and in industrial power applioas.

The Corporation's strategy is to focus on selected competencies within the aerospace industityesd@ include
design and manufacture of aircraft structural congmbs, precision machining of a wide variety ofospace metal
alloys, composites, complex high technology magmasand aluminium alloy castings, integration of q@dex
assemblies, and repair and overhaul technologidfe Corporation is now seeking to leverage these co
competencies by achieving growth in aerospace egifins where these abilities are critical to nmegtustomer
needs.

The Corporation supplies design engineering andsaeictures products to an international custonaeelin the
civil and defence markets. Components are manufedtto aerospace tolerances using conventionalhayid
speed automated equipment. Capabilities also declprecision casting of engine and airframe mounted
components. Within the aeroengines product graygime Corporation manufactures complex cast, ¢abed and
machined gas turbine engine components, both staticrotating, and integrated nacelle componelas; paths
and engine exhaust systems for some of the wdddding aeroengines manufacturers. The Corporaisn
performs repair and overhaul services for jet eeglimacelle components, landing gear and relategp@oents.
The Corporation also supplies systems and desigmeering to develop and sell proprietary space auttet
motor systems to a global customer base. Managebwlieves that Magellan's dedication to technalali
innovation combined with low cost sourcing from egieg markets will position Magellan attractively tapture
targeted complex assembly programs.

Industry Overview

The aerospace supplier industry differs from tiadal manufacturing industries in a number of mateespects.
An aerospace manufacturer develops relatively sqahtities of highly specialized products on atmst basis.
Accordingly, an aerospace manufacturer is more #keontractor, hired to complete a very customized
specialized project to the specifications of a @ostr. The up-front costs in developing such pritglticat are
incurred prior to the completion of the first pration unit are significant. Up-front costs genbrahclude
engineering, design and manufacture of tooling, &stl units required for certification. These upnt costs of
developing products are borne by the manufactuaed, are recovered when the project reaches theugtiod
phase, usually on an amortization basis over thggted program life. Sedfisks Inherent in Magellan's Business
— Customer unit deliveries may not reach the nunmiejected when the basis for amortization of neaurring
costs is establishéd



The business carried on by the Corporation invofugs contracts generally having terms of threetdn years.
Component products and systems supplied are relatedd-product sales by the Corporation's custepaerd in
accordance with industry practice, are generalbjestt to termination, modification or reductiontlaé option of the
Corporation's customers. However, if a prograrsdgerminated, the terms of the underlying consrgemerally
provide that the Corporation will be reimbursed fts allowable costs to the date of terminationsplny
proportionate amount of profits attributable to therk actually performed. Products that are deéidedirectly to
the end-user generally involve contracts for speajtiantities over specific time periods, and assllikely to
experience variations to the terms.

Many new aircraft and aircraft engine programs iegthat major suppliers become risk-sharing pastnmeaning
that the cost of design, development and engingesiork associated with the development of the aftasr the
aircraft engine is partially born by the suppliespally in exchange for a life-time agreement fopdy those critical
parts once the aircraft or the aircraft enginenigprioduction. In the event that the aircraft or dliveraft engine fails
to reach the production stage, inadequate numbeami$ is produced, or actual sales otherwise dbnmeet
projections, the Corporation may incur significaosts without any corresponding revenues. &gk’ Inherent in
Magellan's Business - Most of the Corporation'stamts are subject to competitive bidding. If tBerporation is
unable to successfully compete in the bidding mecthe Corporation's results of operations couwiffes”.

The aerospace industry is highly regulated in neasintries, including Canada, the United StatesthadUnited
Kingdom, by specialized government agencies. Towp@ation must be certified in such jurisdictiarsl, in some
cases, by individual original equipment manufaatuie order to engineer and service parts and coss used in
specific aircraft models. SedRisks Inherent in Magellan's Business — The Cormmamay incur significant
expenses to comply with new or more stringent gowental regulatioh

Locations and Core Capabilities

The Corporation operates 15 plants, 4 of whichi@sated in Canada, 6 plants in the United StatdsSgplants in 3
separate locations in the United Kingdom, and cerafes a jointly owned facility in India. The Corption

believes that the available capacity at its faesitis sufficient to meet its current and antiogsthimanufacturing
requirements as indicated by contract requiremamdscurrent growth trends in the industry.

Business Unit Location Approximate Core Capabilities
Size

Canada
Bristol Aerospace Winnipeg, 69,700 square | Manufacture of composite structures and engine
Limited Manitoba meters components for aircraft

Manufacture of rocket systems, satellites and other

proprietary products
Chicopee Kitchener, 7,500 square Machining of medium and large aerospace components
Manufacturing Limited | Ontario meters

Haley Industries

Haley, Ontario

18,000 square

Production of precision magnesium and aluminiunticgs

Limited meters for the aerospace industry

Orenda Aerospace Mississauga, 69,700 square | Manufacture of components for commercial, regioaadl

Corporation Ontario meters military jet engines
Repair and overhaul of military aircraft engines
Manufacture, repair and overhaul of gas turbine atnr
industrial components

United States

Aeronca, Inc. Middletown, 17,700 square | Manufacture of jet engine nacelle, exhaust compt=emd

Ohio meters heat-resistant space products




Business Unit Location Approximate Core Capabilities
Size
AMBEL Precision Bethel, 2,000 square Machining of jet engine components
Manufacturing Connecticut meters
Corporation
Ellanef Manufacturing | Corona, 8,200 square Manufacture and assembly of complex componentsahd
Corporation New York meters assemblies for civil and military aircraft and lvelpters
Bohemia, 13,200 square
New York meters
Middleton Aerospace | Haverhill, 7,700 square Manufacture of critical rotating and non-rotatinggane
Corporation Massachusetts | meters components for civil and defence use
Presto Casting Glendale, 8,300 square Production of small to medium magnesium and alumm
Company Arizona meters castings for the aerospace industry
United Kingdom
Magellan Aerospace Wrexham 24,400 square | Design and manufacture of airframe components
(UK) Limited B th meters combined Precisi hini f d duct
ournemou in the 5 facilities | P recision machining of space and aerospace products
Chalfont St Pete

Production and Services

Magellan is a diversified supplier of componentshi® aerospace industry. Through its wholly owsebsidiaries,
Magellan designs, engineers, and manufactures ragiree and aerostructure components for aerospacketsa
advanced products for military and space marketd, @mplementary specialty products. The Corpomatilso
supports the aftermarket through supply of spamsps well as performing repair and overhaul sesi The
Corporation relies on a mix of commercial and degeaerospace programs.

Specialized Skill and Knowledge

The Corporation's strategy has been to focus oarakeore competencies within the aerospace industihese
include precision machining of a wide variety ofr@pace material, composites, complex high teclyyolo
magnesium and aluminium alloy castings, repair awdrhaul technologies and design of structures.e Th
Corporation is now seeking to leverage these congpetencies by seeking growth in aerospace apiplisatvhere
these abilities are critical in meeting customezdse SeeRisks inherent in Magellan's Business —The Corpanat
may need to expend significant capital to keep pattetechnological developments in its industry."

Competitive Conditions

Competition for airframe and engine parts and absiem comes from companies in Europe, Asia and WNort
America. Aircraft manufacturers continue to depelioeir supply chains by increasing the amountut§éaurcing to
suppliers with design and supply-base managemgbddies, and reducing the number of commoditpEiers.
The Corporation continues to successfully deveklptionships with its most important customers Hage the
value it can provide: design, engineering, sufgdge management, emerging market sourcing and wtb&sures
to improve value for customers. The strong groitbrders of civil aircraft over the prior threeays had slowed
significantly in 2008 and 2009. A large firm ordmacklog in civil airliners had moderated declimegroduction in
2009 of civil aircraft, with a less certain outlofik production in 2010. Business aviation deméeidabruptly in
late 2008, and continued to weaken in 2009. Denagpetared to be stabilized in late 2009, with greeted slow
recovery over the next three to four years. Dedemarkets continue to be solid, although changee®pected to
be made in the United States over the mid-term.imdportant defence development activity in 2009 2640 is the
plan in the United States to transition to new fplams, such as the JSF program and the tankerceplnt,
amongst others. This plan has received strongastiimm both the Administration and the U.S. Caray. See
"Risks Inherent in Magellan's Business — CompetRrassures may adversely affect the Corporation.”
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Raw Materials and Components

The Corporation is continuing its efforts to utdithe buying power of its customer base, whereilplessn order to
reduce or minimize the increase in cost of boughtaterials and parts. While raw materials suchlasinium
and titanium are typically supplied on long-terntexgnents, in general, supply and costs are somewitaif the
Corporation's control. Magellan procures raw materand components necessary to fulfill contrdctua
requirements at competitive prices from the glaiakketplace. To the extent possible, Magellanuithes price
escalation formulas and other clauses in contsaitksits customers to share the risk of price iases in, or lack of
availability of, raw materials and components. SBésks Inherent in Magellan's Business — Fluctuatiam
availability and prices of raw materials used inoduction may adversely impact the financial resualfsthe
Corporation."

Markets and Economic Dependence

The markets for the Corporation's products are amilgnin Canada, the United States, the United Kom and
other parts of Europe. The Corporation serves timthcommercial and defence markets. In 2009, 6fi%ales
were derived from the commercial markets (2008 %,62007 — 66%) while 36% of sales related to defenc
markets (2008 — 32%, 2007 — 34%).

The total revenue, the number of principal custenaecounting for more than 10% of the consolidadegnues in
each of the last two completed financial years, t#hiedtotal revenues in each of Canada, the UnitattSand the
United Kingdom from the operations of the Corpama$ business are set forth in the following table:

Year ended Year ended
Dec. 31 Dec. 31

(thousands of dollars) 2009 2008
Canadian operations
Total revenues $337,765 $304,123
Number of principal customers 2 3
Percentage of total Canadian revenue from princpsiomers 25% 36%
U.S. operations
Total revenues $200,525 $245,455
Number of principal customers 1 2
Percentage of total U.S. revenue from principatausrs 35% 50%
U.K. operations
Total revenues $148,324 $136,858
Number of principal customers 2 1
Percentage of total U.K. revenue from principatcoers 80% 75%
Total Corporation
Total revenues $686,614 $686,436
Number of principal customers 2 2
Percentage of total revenue from principal custemer 26% 29%

For the year ended December 31, 2009, direct sald$e Boeing Company represented approximately 1%
consolidated revenues and is expected to remaip@bximately the same level of consolidated regsrin 2010.
In 2009, direct sales to Airbus represented apprately 15% of consolidated revenues and is expdotegimain at
approximately the same level of consolidated reesnn 2010.

See Risks Inherent in Magellan's Business - The lossnaf of the Corporation's key customers could have
material adverse effect on the Corporation
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Changes to Contracts

From time to time circumstances under which longateontracts are negotiated change and require dmmamt so
that the Corporation does not incur a loss. $3sk5s Inherent in Magellan's Business - The Corfionamay not be
able to successfully negotiate long-term contragtsliminate lossésand 'Risks Inherent in Magellan's Business —
Cancellations, reductions or delays in customer eosd may adversely affect the Corporation's resufs
operations."

Environmental Matters
Environmental protection requirements

The Corporation’s manufacturing activities are sabjo environmental law and regulations associaf#iu risks to
the environment and human health in each of Carthdalnited States and the United Kingdom. Letstaat
country, provincial and state levels provide fatrietions and prohibitions on emissions, discharged releases of
various substances produced in association withufaaturing operations. It is expected legislatwiti become
more stringent and necessitate additional envirawaheontrols. There are several initiatives unadsiew by the
Corporation to ensure that it meets the new legidlaequirements. These initiatives include, lvatret limited to,
replacement of trichloroethylene used for degregpsamromium replacement, replacement of CFCs an&G+C
used as refrigerant, and greenhouse gas reduction.

Environmental policies and programs

The Corporation’s environmental programs are moedoto ensure that they comply with all government
environmental regulations and with the Corporasi@wn environmental policies. The results of thesgrams are
reviewed with Magellan’s management and operati@isonnel. SeeRisks Inherent in Magellan's Business — Any
exposure to environmental liabilities may adversdfect the Corporatioh

Employees

The number of employees employed by the Corporatisnof December 31, 2009 was approximately 3,200
employees in Canada, the United States, the UKiteagdom and India. Approximately haiff the Corporation's
employees are unionized. As a result the Corpmrai a party to numerous collective bargainingeagrents
which expire from time to time. Labour agreemeritéaa of the Corporation’s facilities expired on ¢@enber 31,
2009 and management is currently in negotiatioAslabour agreement at one additional facility vékpire on
August 1, 2010. Se&Risks Inherent in Magellan's Business - The ageremwith labour unions representing
certain of the Corporation's employees are subjecenewal’

Foreign Operations

Magellan sells products and services in the glabatketplace and has manufacturing facilities in aci the
United States, the United Kingdom, and India (jlgimtwned). See Risks Inherent in Magellan's Business -
Fluctuations in the value of foreign currencies lebresult in currency exchange losses

Further Information

For more information in relation to the businesd development of business of Magellan, referengeade to the

information under "Company Overview" in ManagemBigcussion and Analysis for the year ended Decer@ber
2009 which is filed on SEDAR at www.sedar.com aridolv information is hereby incorporated by refenc
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RISKS INHERENT IN MAGELLAN'S BUSINESS
The following risks and uncertainties apply to @@rporation:
Fluctuations in the value of foreign currencies cddiresult in currency exchange losses.

A large portion of the Corporation's revenues axukases are not currently denominated in Canadifiard, and it
is expected that some revenues and expenses wilhoe to be based in currencies other than theadan dollar.
Therefore, fluctuations in the Canadian dollar exaje rate will impact the Corporation's result®pérations and
financial condition from period to period. In addit, such fluctuations affect the translation of fBorporation's
results for purposes of its consolidated finansiatements. The Corporation's activities to mariggeurrency
exposure may not be successful.

The Corporation faces risks from downturns in th@rhestic and global economies

Market events and conditions that occurred in 2008uding disruptions in the international crediarkets and
other financial systems and the deterioration obgl economic conditions, have caused significatutility in the

credit and financial markets. These conditionsseoed in 2008, continued into 2009, and though evgx, have
continued in 2010 resulting in an ongoing lack ohfidence in the broader U.S. and global credit financial

markets and resulting in the collapse of, and gowent intervention in, major banks, financial ingtons and
insurers and creating a climate of greater volgfiliess liquidity, widening of credit spreads, ack of price
transparency, increased credit losses and tighteitcconditions. Notwithstanding various actidrysgovernments,
concerns about the general condition of the capitakets, financial instruments, banks, investniiamks, insurers
and other financial institutions caused the broadedit markets to further deteriorate and stockketa to decline
substantially. While global financial conditionadaoutlook have improved somewhat, these factorgiroze to

negatively impact company valuations and impacipirdormance of the global economy going forward.

The Corporation cannot predict the depth or dunatb downturns in the domestic and global econommsthe
effects on markets that the Corporation servedicpéarly the airline industry. The Corporationtsildy to increase
or maintain its revenues and operating results b@aynpaired as a result of negative general ecanconditions.
The current economic uncertainty renders estimatdature revenues and expenditures even morecdiffthan
usual to formulate. The future direction of theemll domestic and global economies could havegaifgant
impact on the Corporation's overall financial pemiance and may impact the value of its Common Share

Weak capital markets reduce our financial flexibiyi and may result in less than optimal financingselts.

As a result of the weakened global economic sitmatthe Corporation will have restricted accessdpital and
increased borrowing costs. Although Magellan'sri®ss and asset base have not changed, the lecatiagity of
all financial institutions has diminished and rigiemiums have increased. As future capital expereti will be
financed out of cash generated from operationg,olbdngs and possible future equity sales, our igbib do so is
dependent on, among other factors, the overak sthtapital markets and investor appetite for $tments in the
aerospace industry and Magellan's securities iticpdar.

To the extent that external sources of capital becdimited or unavailable or available on onerogismts, the
Corporation's ability to make capital investmentaynioe impaired, and its assets, liabilities, busspdinancial
condition and results of operations may be matgréaald adversely affected as a result.

Alternatively, the Corporation may need to issuéditahal Common Shares or other convertible seiesrifrom

treasury at low prices to refinance existing dabttodfinance the capital costs of significant podgeor may wish to
borrow to finance significant projects to accomplidagellan's long-term objectives on less thanmogtiterms or in
excess of its optimal capital structure.

Based on current funds available and expected tashfrom operating activities, management belietlest the
Corporation has sufficient funds available to futsdprojected capital expenditureslowever, if cash flow from
operating activities is lower than expected or wdpiosts for these projects exceed current estsnair if the
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Corporation incurs major unanticipated expensasaiy be required to seek additional capital to ta&nits capital
expenditures at planned levels. Failure to obaaiy financing necessary for the Corporation's eagixpenditure
plans may affect it in a materially adverse manner.

The Corporation's debt is significant and needshe refinanced and such refinancing may not be awdile.

The Corporation and its subsidiaries have significkebt obligations. The degree to which this inddbess could
have consequences on the Corporation's prospetisiénthe effect of such debts on the ability ttaobadditional
financing for working capital, capital expenditur@sacquisitions; the portion of available castwfithat will need
to be dedicated to repayment of principal and @d#eron indebtedness, thereby reducing funds aveilfdy

expansion and operations; and the Corporation'sevability to economic downturn and its ability wethstand
competitive pressure. If the Corporation is undbleeet its debt obligations, it may need to cassidfinancing or
adopting alternative strategies to reduce or dekpjital expenditures, selling assets or seekingtiaddl equity

capital.

The Corporation amended its Bank Facility Agreenwittt its existing lender on March 26, 2010. Untles terms
of the Bank Facility Agreement, the Corporation la@soperating credit facility, expiring on May 22011, and
extendable for unlimited one year periods by agergrof the Corporation and the lenders. The Carpmr's Bank
Facility Agreement also requires the Corporatiom@intain specified financial ratios. For moreoimhation, see
"Borrowing — Bank Credit Facilityand 'Recent Developmetits The Corporation's ability to meet the financial
ratios can be affected by events beyond the Catipats.control, and there can be no assurancetieaCorporation
will be able to meet the ratios. There is no emste that the Bank Facility Agreement will be reedvevery year
or that the terms of renewal will not be materiatverse to the Corporation. This credit facilgyully guaranteed
by Mr. Edwards, a director and Chairman of the Boaf the Corporation. There is also no assurahag Mr.
Edward's guarantee, if required, will be availabkyond the term of the current commitment whichsend
May 21, 2011. There is no assurance that Magelidrbavin compliance with its bank covenant attaties during
the upcoming twelve months due to unforeseen evantgcumstances, some of which are outlined ia tRisks
Inherent in Magellan's Businé'ss

The Secured Subordinated Loan has been extendaaytd, 2011 on the same terms and conditions eptior
loan except that the interest rate was reduced 2% per annum to 11% per annum commencing JWQ10.

In addition, on December 22, 2009, Edco also exddrah option to Magellan, exercisable on or bethry 1,
2011, to renew the loan for a further one yearqeedn payment of an extension fee of 1% of theqypad amount
of the loan and on the condition that the operatingdit facility is renewed for an additional 364ydperiod
beginning May 22, 2011 on terms satisfactory toBbard and on the condition that there is no malt@hange in
the business, operations or capital of Magellan.

The holders of the First Preference Shares Serigssed for $20 million have the right to retrabe tFirst
Preference Shares Series A for the issue priceadoried and unpaid dividends on or after JulyQn,02in the
event the volume weighted average trading pricth@fCommon Shares on the TSX for at least 20 tgadays in
any consecutive 30 day period ending on the fiftlding day prior to such date is less than $12&0Gommon
Share, or upon the occurrence of a change of dooftithe Corporation involving the acquisition osting control
or direction over at least 66 2/3% of the Commoar8& and instruments convertible into Common Shasehject
to law, the Corporation will be required to retréfcé First Preference Shares Series A in wholengrairt to the
extent not restricted by any instrument of indebé&ss of the Corporation.

The $40 million principal amount of New Convertilibebentures are due April 30, 2012 and the Corjuoratill
need to finance repayment of such amount. Then® iassurance that alternative debt or equity Gimgnwill be
available, or will be available on satisfactorynet to the Corporation to refinance the repayméntroto fund the
offer to purchase, the New Convertible Debentureth® Secured Subordinated Loan. Credit ratingsaatess to
the capital markets may be impacted by a numbenatters, include those set forth in this Annuabitnfation
Form, and a number of external factors beyond thp&ation's control and there can be no assurdmateccess to
the capital markets will be available to refinangeto fund the offer to purchase, the New ConbétDebentures
or the Secured Subordinated Loan.
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For more information, see "Recent Developments".

Factors that have an adverse impact on the aerogpaustry may adversely affect the Corporation&sults of
operations.

The majority of the Corporation's gross profit aspkerating income is derived from the aerospacesimguThe

Corporation's aerospace operations are focusedngimeering and manufacturing aircraft componentsnew

aircraft, selling spare parts and performing repanl overhaul services on existing aircraft andraft components.
Therefore, the Corporation's business is directfgcted by economic factors and other trends tlgce the

Corporation's customers in the aerospace industtliyding a possible decrease in outsourcing byraift operators
and original equipment manufacturers ("OEMs"), dased demand for air travel or projected marketvgrahat

may not materialize or be sustainable. When tlesmomic and other factors adversely affect thesparce
industry, they tend to reduce the overall custosemand for the Corporation's products and serviedsch

decreases the Corporation's operating income. BEegrand other factors, both internal to the aerospadustry or
general economic factors that might affect the sfmoe industry may have an adverse impact on thgo@xion's
results of operations.

Cancellations, reductions or delays in customer erd may adversely affect the Corporation's resutié
operations.

The Corporation's overall operating results arecéd by many factors, including the timing of asd&om large
customers and the timing of expenditures to manufagarts and purchase inventory in anticipatibfuture sales
of products and services. A large portion of thepdeation's operating expenses is relatively fix@ecause several
of the Corporation's operating locations typically not obtain long-term purchase orders or comnritméom
customers, the Corporation must anticipate theréuttolume of orders based upon the historic puinoggsatterns
of customers and upon discussions with customeis éeir anticipated future requirements. Thestohic patterns
may be disrupted by many factors, including chaggoonomic conditions, inventory adjustments, wsidppages
or labour disruptions. Cancellations, reductionsi@ays in orders by a customer or group of custsmould have
a material adverse effect on the Corporation'siasgsi, financial condition and results of operations

A reduction in defence spending by the United State other countries could result in a decreaser@venue.

The Corporation relies on sales to military custmgarticularly in the United States. A significaeduction in
military expenditures by the United States or otheuntries with which the Corporation has contrazisild
materially adversely affect the Corporation's basmand financial condition. The loss or significeeduction in
government funding of a large program in which @wporation participates could also materially adety affect
sales and earnings.

The agreements with labour unions representing eantof the Corporation's employees are subject émewal.

The Corporation is party to collective bargainimge®ements throughout its business which are sutgestpiration
at various times in the future. Currently, managetris in negotiation for two of its labour agreersewhich
expired on December 31, 2009. A labour agreemtenme additional facility will expire on August 2010. If the
Corporation is unable to renew all agreements @g blecome subject to renegotiation from time tcetimh could
result in work stoppages and other labour disturbamvhich could have a material adverse effectsonusiness.

The Corporation may need additional financing forcguisitions and capital expenditures and additional
financing may not be available on acceptable terms.

A key element of the Corporation's strategy hasibaad continues to be, internal growth and grawtbugh the
acquisition of additional companies and produadiengaged in the aerospace industry. In ordewote mternally,

the Corporation may need to make significant chpixpenditures and may need additional capitaldca. The
Corporation's ability to grow is dependent upord amay be limited by, among other things, avail@pilinder the
credit facilities and by particular restrictionsntained therein and the Corporation's other finagn@rrangements.
In that case, additional funding sources may belegeand the Corporation may not be able to oltteiradditional
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capital necessary to pursue its internal growth acglisition strategy or, if the Corporation caraii additional
financing, the additional financing may not be oxahcial terms which are satisfactory to it.

The loss of one of the Corporation's key customeoalld have a material adverse effect on the Corpara.

For the year ended December 31, 2009, direct sald$e Boeing Company represented approximately 1%
consolidated revenues and is expected to remaip@bximately the same level of consolidated regsrin 2010.
In 2009, direct sales to Airbus represented appraiely 15% of consolidated revenues and is expdotesimain at
approximately the same level of consolidated regsnim 2010. The loss of either of these custorerany
significant decline in purchasing by either custorfitem the Corporation could have a material adveénspact on
the Corporation.

Customer unit deliveries may not reach the numbepjected when the basis for amortization of non-tedng
costs is established.

The Corporation relies on customers' delivery priipams to determine the number of units over whkmortize
non-recurring costs. Should deliveries not reaehrihmber projected, any unamortized balance timaires would
then need to be written off which could have a matadverse impact on the Corporation.

Competitive pressures may adversely affect the Gaapon.

The Corporation competes in the aerospace indpsimyarily with OEMs and the manufacturers that dygpem,
some of which are divisions or subsidiaries of OEMad other large companies that manufacture #rcra
components and subassemblies. Competition foreghair and overhaul of aerospace components comesthree
primary sources: OEMs, major commercial airlined ather independent repair and overhaul compaBSiese of
the competitors' financial and other resourcesrarde recognition are substantially greater tharCibsporation's
and constitute significant competitive advantagesere can be no assurance that we will be ableotopete
successfully against our current and future corgostior that the competitive pressures that we faitkenot
adversely affect the Corporation's operating reesnand, in turn, the Corporation's business andnfiial
condition.

The Corporation may need to expend significant dapito keep pace with technological developmentsits
industry.

The aerospace industry is constantly undergoingeldement and change and it is likely that new pobslu
equipment and methods of repair and overhaul sewitt be introduced in the future. In order to gegace with
any new developments, the Corporation may needperel significant capital to purchase new equipnaamd
machinery or to train the Corporation's employeethe new methods of production and service. Intimad the
Corporation makes significant expenditures for thgearch and development of new products and sstviche
Corporation may not be successful in developing pevducts and these capital expenditures may hawatarial
adverse effect on the Corporation.

The Corporation may not realize the Corporation'sticipated return on capital commitments made topaxd its
capabilities.

From time to time, the Corporation makes significaapital expenditures to implement new processes ta

increase both efficiency and capacity. Some of géhgjects require additional training for the Gmgtion's

employees and not all projects may be implementedrdicipated. If any of these projects do not eahithe

anticipated increase in efficiency or capacity, @@poration's returns on these capital expenditaray not be as
expected.

The Corporation may incur significant expenses toraply with new or more stringent governmental regtibn.

The aerospace industry is highly regulated in ngosintries by specialized government agencies. TdrpdZation
must be certified in such jurisdictions and, in gorases, by individual OEMs in order to engineet service parts
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and components used in specific aircraft modelanlf of the Corporation's material authorizationsapprovals
were revoked or suspended, the Corporation's dapasatvould be adversely affected. New or more géit
governmental regulations may be adopted, or ingustersight heightened, in the future, and the Gafion may
incur significant expenses to comply with any negulations or any heightened industry oversight.

The Corporation may be unable to successfully ackiekey supplier” status with OEMs, and may be reced to
risk capital to achieve key supplier status.

Many OEMs are moving toward developing strategictraships with their key suppliers. Each key sigupl
provides an array of integrated services inclugingchasing, warehousing and assembly for OEM custenThe
Corporation has been designated as a key suppliotme OEMs and is striving to achieve a higheellexf

integrated supply with other OEMS. In order to awoki key status, the Corporation may need to exphed
Corporation's existing capacities or capabilitas] there is no assurance that the Corporatiorbeifible to do so.

Many new aircraft and aircraft engine programs i@egthat major suppliers become risk-sharing pastnmeaning
that the cost of design, development and engingesiork associated with the development of the aftasr the
aircraft engine is partially born by the suppliespally in exchange for a life-time agreement fopdy those critical
parts once the aircraft or the aircraft enginenigprioduction. In the event that the aircraft or dliveraft engine fails
to reach the production stage, inadequate numbermni$ is produced, or actual sales otherwise dbnmeet
projections, the Corporation may incur significaasts without any corresponding revenues.

Most of the Corporation's contracts are subject twompetitive bidding. If the Corporation is unableot
successfully compete in the bidding process, thepdeation's results of operations could suffer.

The Corporation obtains most of its contracts tgroa competitive bidding process that subjects ihe risk that it
will expend substantial time and effort on the dasidevelopment and marketing of proposals for rects that
may not be awarded to it. The Corporation is samesi required to bid on programs in advance of tmptetion

of the prime vehicle or system design. This creatask that it will experience unforeseen techgdalal difficulties

and cost overruns. The Corporation cannot ensatattivill continue to win competitively awardedrtoacts at the
same rate as in the past.

The Corporation may not be able to successfully atate long-term contracts to eliminate losses.

From time to time circumstances under which lorrgateontracts are negotiated change and require gmmemnts so
the Corporation does not incur a loss. If theggotiations or future negotiations on other contragyotiations are
not successful or the final terms are differentrfrehat the Corporation expects, the Corporation beyequired to
record a loss provision on these contracts whidhb&i materially adverse to the Corporation. Theoant of such
provision, if any, cannot be reasonably estimatail such amendments are finalized.

The Corporation may be affected by interest ratectiuations.

The Corporation's operations have been signifigaintanced by debt, and it has significant debtigailons. The
majority of the Corporation's interest bearing ldagm debt bears a variable interest rate. Consglyiethe
Corporation is sensitive to fluctuations in inteéreges and increases in interest costs may adyeasd materially
affect the Corporation's financial results.

Any exposure to environmental liabilities may adsely affect the Corporation.

The Corporation’s business, operations and fagdlitire subject to numerous stringent federal, pcaldi state,
local and foreign environmental laws and regulatian Canada, the United States and the United Kimgd In

Canada, the Corporation is required to maintaitif@tes of approval, permits or licenses withpe to its water
discharges, air emissions and land fill sites. Thigistry in charge of environmental matters inleg@covince
conducts periodic compliance reviews, and the Qapmn engages in regular monitoring and measuohgs

discharges. From time to time due to non-compbammatters that arise, containment, mitigation asedial
orders are received, which require action by thep@ation. The Corporation commits financial aeghnical
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resources as is deems necessary, including outsidsultants, to develop action plans in accordamite the
requirements of the various jurisdictions withinighit operates.

The Corporation with regulatory body approval lraplemented remedial systems at Bristol Aerospangtéd and
Aeronca Inc. to address trichloroethylene-impagsalindwater. These remedial systems have beepdration
for more than 5 years and continue to show deargdsivels of contamination with capital costs atiy#@ncurred
and ongoing operating expenses. At the formertHfehistries site, the regulatory authorities amel €orporation
have agreed on a remediation plan for the sameagonant. While it is expected that the remediatidgh be

successful, the plan incorporates a new technigdech may not be successful within the time and daid
contemplated. Remedial systems are also beingeimgaited in conjunction with the governing environtaé
authorities at the Orenda site and Bournemouth Sitee final costs of remediation at these sitesraxt known at
this time and could adversely and materially afféwt Corporation's financial results. Although magement
believes that the Corporation’s operations andlif@és are in material compliance with environmérgws and
regulations, future changes in these laws, regulator interpretations thereof or the nature of @ogporation’s
operations may require the Corporation to makeifsogimt additional capital expenditures to ensuvenpliance in
the future, which may adversely affect the finahca@ndition of the Corporation.

A condition for use and operation of the Haley Istties landfill site is to provide financial assoca to provide
sufficient funds to the Ministry of Environment fdandfill closure and related post-closure actagti An
irrevocable letter of credit is in place in the ambof $1,000,000 for both planned and emergenoguwe. The
costs of the closure of this landfill site may eedethe amount of our letter of credit and may askigr and
materially affect our financial results.

Management believes the current political climateyniead to new environmental laws and programsngett
reduction for discharges into the environment, Wwhitay be costly or not possible for the Corporatmmeet, and
thereby result in cost, penalties or charges toGbeporation. Examples are the New Environmentidhies

regulation in Ontario and global trends in the &t in use, creation and release of toxic sultstsn

In December 2002 the Government of Canada ratiffedd Kyoto Protocol and it became legally binding on
February 16, 2005. This protocol calls for Candeeduce its greenhouse gas emissions to 6 pdreéow 1990
levels during the period between 2008 and 2012tail3eof specific requirements relating to the aparce industry
have not been enacted and accordingly the impattteoKyoto Protocol is unknown. In addition, thevgrnments
of Canada, the USA and the UK have each put forwkran air acts and related policies that propedeations of
emissions and target deadlines which differ froos¢houtlined in the Kyoto Protocol. The Copenhagecord in
December 2009, a non-binding international agre¢roanclimate change, has resulted in continued rtmicgy
surrounding the timing and scope of climate chaegelations and a continuing patchwork of regubatoitiatives.

If enacted, these may adversely affect our findrciadition and results of operations.

Fluctuations in availability and prices of raw matils used in production may adversely impact thaancial
results of the Corporation.

The main raw materials purchased by the Corporadi@n aluminium and titanium. Supply and cost adsth
materials is somewhat outside the Corporation'strabn Difficulty in procuring raw materials in didient
guantities and in a timely fashion, along with costeases for these materials, could have a nahtatverse affect
on the Corporation's operations and financial ciorli

Potential for unforeseen costs associated with vearty claims.

Some of the products manufactured by the Corparati@ complex and sophisticated and may contaiactkef
despite having in place procedures and processstéot and correct any defects before shipmeit$ ustomers.
Errors may be found in the Corporation's produdtsrahey are delivered to the customers. As altethe
Corporation may be exposed to legal claims relatinthe products it manufactures or the loss otauers. In
addition, due to the nature of the Corporationsitess, the Corporation may be subject to liabdiggms involving
its products or products for which it provides see¢. The Corporation maintains product liabiiitgurance for its
business. However, there is potential that tharansce coverage will not be sufficient to coverralevant claims.
Furthermore, there is no assurance that the Cdiporaill be able to obtain insurance coveragecaeptable levels



18

and costs in the future. The occurrence of errfaifyres, and claims could adversely affect thepOeation's
operation results and business.

Competitive market for skilled labour may adversdatypact the Corporation's operation.

The Corporation's success and growth will dependropart, on its ability to attract and retain tiecessary skilled
labour. The competition for skilled labour in therospace industry has been and is generally eepebe intense
in the future. The Corporation's inability to attt and retain skilled labour, particularly engirseenachinists and
programmers, could adversely affect its operafimancial results, and ability to attract and retaiork.

The Corporation's risk management strategy may et effective to the risks faced by the Corporation.

The Corporation maintains policies of insurancéhef types and in the amounts that are comparaldertgpanies
of similar sizes and industry. The Corporatiomsk management programs and claims handling argtion
processes utilize internal professionals and eatetiechnical expertise. If this risk managemenategy is not
effective to mitigate the risks faced by the Cogtimn, these risks could have a material adverfectabn the
business, results of operations, financial conditiad liquidity.

Changes in estimates used in accounting for longntecontracts could adversely affect the Corporatisriuture
results.

Accounting for long term contracts require judgmesiated to assessing risks, estimating contractmees and
costs and making assumptions for schedule and itsthiesues. Due to the size and nature of thep@ation's
contracts, average unit cost for products produsetttermined based on the estimated total prasluctbsts for a
predetermined program quantity. Program quantéiesestablished based on management's assesdmegntket
conditions and foreseeable demand at the beginoinghe production stage for each program, takingp in
consideration both customer supplied and indepdndata. Management conducts regular reviews otatst
estimates and program quantities, however, chamgesnderlying assumptions, circumstances or eséimat
concerning quantities or change in the market d¢mndi, along with not realizing estimated total guotion costs,
may adversely affect future financial performance.

DIVIDENDS

The Corporation has not declared or paid any diddeon any of its Common Shares in the last thren€ial
years. It is intended that the Corporation wilt pay any dividends on its Common Shares in the futare and
that future earnings will be retained to financetar expansion of the business and operationseoCorporation.
Any decision to pay dividends on the Corporatid@@®nmon Shares will be made by the board of direabor the
basis of the Corporation's earnings, financial reents and other conditions existing at suchréutime.

For the years ended December 31, 2006, 2007 aril 2@ Corporation paid dividends of eighty ce®3.80) per
share on the Corporation's First Preference St&edes A in accordance with the terms and conditimithe First
Preference Shares Series A. The Board of Directbkagellan determined not to declare or pay divids on the
First Preference Shares Series A for the periodeadmi\pril 30, 2009, July 31, 2009 and October 310X In
December, 2009, the directors declared the outstgralimulative $0.20 dividends for each of April, 2009, July
31, 2009 and October 31, 2009 and the regular elddpayable on January 31, 2010, all payable onajar81,
2010. SeeDescription of Share Capital - Preference Shares

There can be no assurance that the Corporatiord@téirmine to pay future dividends on the Firsfétemce Shares
Series A, or that the Corporation will legally betided to pay dividends or that the terms of thenB Facility
Agreement will continue to allow the payment oflsulividends.

See Risks Inherent in Magellan's Business — Weak chpitakets reduce our financial flexibility and miagsult in
less than optimal financing resulteand 'Risks Inherent in Magellan's Business — The Corjames debt is
significant and may need to be refinanced and $metmcing may not be available
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DESCRIPTION OF SHARE CAPITAL
Common Shares

Magellan has authorized for issuance an unlimitachlmer of Common Shares of which 18,198,757 Common
Shares were outstanding as at December 31, 2008.M&y 13, 2008, Magellan's shareholders approved th
consolidation of the Common Shares at the annuhbkpacial meeting of shareholders held on May 0882t the
ratio of one consolidated share for five pre-coitlstéd shares. The holders of Common Shares ditée@rto
notice of, to attend and to one vote per share heldny meeting of the shareholders of Magellanieteive
dividends as and when declared by the Board ofciire of Magellan on the Common Shares as a ctass,
subject to prior satisfaction of all preferentights to dividends attached to all shares of otil@sses; and in the
event of any liquidation, dissolution or winding-gp Magellan, whether voluntary or involuntary, any other
distribution of the assets of Magellan among i@rsholders for the purpose of winding-up its affaand subject to
prior satisfaction of all preferential rights taum of capital on dissolution attached to all isanf other classes of
shares of Magellan ranking in priority to the Conm@hares in respect of return of capital on dig&wiyto share
rateably, together with the shares of any othessctd shares of Magellan ranking equally with tlen@on Shares
in respect of return of capital on dissolutionsuth assets of Magellan as are available for digtan.

Preference Shares

Magellan also has authorized an unlimited numbé?reference Shares which may at any time or from to time

be issued in one or more series. Before any shafres particular series are issued, the board wdcthrs of

Magellan shall, by resolution, fix the number o&sks that will form such series and shall, subjethe limitations
set out in the Corporation's articles, by resohlufia the designation, rights, privileges, resfoos and conditions to
be attached to the shares of such series. TherBnek Shares of each series shall rank on paiity tive

Preference Shares of every other series with réspeccumulated dividends and return of capithe Preference
Shares are entitled to a preference over the ConBhanes and over any other shares of the Corporeditking

junior to the Preference Shares with respect toripyiin the payment of dividends and in the distition of assets
in the event of the liquidation, dissolution or ding-up of the Corporation, whether voluntary ovaluntary, or

any other distribution of the assets of the Corfionaamong its shareholders for the purpose of imigdip its

affairs. As at the date hereof, 2,000,000 of tlstHPreference Shares Series A have been issugdam@n
outstanding.

First Preference Shares Series A

On May 27, 2005 the Corporation issued 2,000,006 Freference Shares Series A at a price of $10e00irst
Preference Shares Series A (the "Issue Price").

Conversion Each First Preference Shares Series A is cdbieiinto 0.67 Common Shares of the Corporation
(1,333,333 Common Shares in aggregate) at a pfi$&00 per Common Share at any time at the hisldgtion,

or, in the case such shares are called for redempiin or prior to the third business day priothe date fixed for
redemption.

Redemption Subject to law, the First Preference ShareseSeiwill be redeemable in whole or in any partiro
July 1, 2008 to June 30, 2010 by the Corporatighetissue Price plus accrued and unpaid dividegrdsjded that
the volume weighted average trading price of then@on Shares on the TSX for at least 20 trading dayny
consecutive 30-day period ending on the fifth tngdday prior to the date on which the notice oferagtion
exceeds 125% of the conversion price. From JuB010, the First Preference Shares Series A wiliebeemable
at the Issue Price plus accrued and unpaid diveleibtice of any redemption must be given by tbepGration at
least 30 days and not more than 60 days prioraal#te fixed for redemption.

Retraction The First Preference Shares Series A will beaotdble by the holder at the Issue Price plusuactand
unpaid dividends (i) from July 1, 2010 in the evdrat at any point after such date the volume hteid average
trading price of the Common Shares on the TSX féeast 20 trading days in any consecutive 30-daiod ending
on the fifth trading day prior to such date is l¢ssn $12.00 per Common Share; or (i) upon thmuoence of a
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change of control of the Corporation involving #euisition of voting control or direction overlaast 66-2/3% of
the Common Shares and instrument convertible imtmi@on Shares.

As a result of the acquisition by Mr. Edwards of thlew Convertible Debentures due April 30, 2012, hbldings
of Mr. Edwards constitute a change of control ofgdiéan as defined in the First Preference ShareesSa, which
will entitle holders of First Preference Sharesi€eA in whole or in part to submit the First Prefece Shares
Series A to Magellan for retraction at a price 8090 per share plus accrued and unpaid dividends.

The obligation of Magellan to retract its First fefrence Shares Series A is subject to any restnistimposed by
applicable law or pursuant to the terms of anyrimeents of indebtedness of the Corporation. Thadeof the
Bank Facility Agreement permit Magellan to retraptto 20% ($4 million) of the First Preference SisaBeries A
on each of April 30 and October 31 (or the nextimess day if that day is not a business day) ofi gagar starting
with April 30, 2010, together with accrued and udpgdividends on the shares to be retracted provtecke is no
current default or event of default under the ofiegecredit facility and after the payment of theraction amount
Magellan has at least $25 million in availabilitpder the Bank Facility Agreement. Any permittedoamt not
used on any prior date can be carried forward tiaréuretraction dates. As a result, subject td dinitation under
the operating credit facility and to applicable $avivagellan will retract on each of April 30 andt@mer 31,
beginning April 30, 2010, any First Preference 8baBeries A tendered for retraction up to the pésthi
percentage of First Preference Shares Series AmbBre information, seeRecent Developmetits

See Risks Inherent in Magellan's Business — The Corjiam& debt is significant and needs to be refirmhand
such refinancing may not be available

Dividends The holders of the First Preference Shares Sériare entitled to receive cumulative preferentash
dividends, accruing daily, as and when declaredhgyboard of directors, payable quarterly on tist tay of
January, April, July, and October in each yearmramount per share equal to $10.00 and the amdwaditaccrued
and unpaid dividends on such dividend payment ahatéiplied by 2%.

Cancellation In addition to its right to redeem First Prefegse Shares Series A, the Corporation may at ang ¢im
times purchase (if obtainable) for cancellation wtele or any part of the First Preference Shaer®SA in the
open market or by invitation for tenders at thedstprice or prices which, in the opinion of thetibof directors,
such shares are obtainable.

Voting Subject to applicable law, the holders of thestHPreference Shares Series A shall not be ehfighecept as
hereinafter specifically provided) to any votingihits or to receive notice of or to attend any nmegif the

shareholders of the Corporation or to vote at archaneeting unless and until the Corporation franmetto time

shall fail to pay, in the aggregate, four quartetiyidends on the First Preference Shares Series the dates on
which the same should be paid, whether or not cutise and whether or not such dividends have lksstared

and whether or not there are moneys of the Conporatroperly applicable to the payment of dividenttiereafter
but only so long as any dividends on the First &mfce Shares Series A are not declared and gcpaid, the

holders of First Preference Shares Series A stalentitled to receive notice of and to attend adletmgs of

shareholders of the Corporation and shall be edtitb 3.33 votes in respect of each First Preferedlaares
Series A held at all shareholders' meetings (othan meetings of holders of another class or sarieshares
required by law to be held separately).

BORROWINGS
The Corporation has the following financing arramgats as at December 31, 2009:
Bank Credit Facility
The Corporation has an operating credit facilitygoant to the Bank Facility Agreement of a Canadialtar limit
of $90 million plus a U.S. dollar limit of $85 mitin (approximately $179 million at December 31, 20@hich

expires on May 22, 2010 and is extendable for utdidnone-year renewal periods by agreement ofehddrs and
the Corporation. The operating credit facilityfidly guaranteed by Mr. Edwards. Magellan has edrian the
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amended and restated Bank Facility Agreement tontaiai a fixed charge coverage ratio and to limipitzd
expenditures, the failure of which will create et of default pursuant to the Bank Facility Agremt. The fixed
charge coverage ratio is the ratio of (a) earnbefere interest, taxes, depreciation and amortindéss unfinanced
capital expenditures less cash taxes less disoimipermitted by the lenders, to (b) the sum bedaled principal
payments paid plus interest expense plus cap#skl@ayments made. The Corporation has agreedstiuatpital
expenditures will not exceed a specified amouné@djrupon with the lenders. For more informationeiation to
the Bank Facility Agreement, reference is made ¢eM8 of our audited consolidated financial statatsidor the
year ended December 31, 2009 which is incorporatedeference into this Annual Information Form asek
"Material Contracts, "Interest of Management and Others in Material Temi®ns and 'Recent Developmerits

For recent developments, seRetent Developmefitand Note 23 to our audited consolidated finanstatements
for the year ended December 31, 2009, which nate@porated by reference in this Annual InforroatForm.

The Bank Facility Agreement restricts the paymehdieidends on the Common Shares but currently jterm
dividends to be paid on the First Preference SHaeegs A.

See"Risks Inherent in Magellan's Business — The Capion's debt is significant and may need to benasfced
and such refinancing may not be available".

New Convertible Debentures due April 30, 2012

On April 30, 2009, Magellan issued $40 million &% subordinated convertible debentures due ApriBa2 (the
"New Convertible Debentures") with the followingres:

Interest: The New Convertible Debentures pay @geat a rate of 10% per annum on a semi-annué basApril
30 and October 31 in each year commencing Octabe2®9.

Conversion: The New Convertible Debentures arevedible, at the option of the holder at any timm®pto April
30, 2012, in whole or in multiples of $1 milliontd fully paid and non-assessable Common Sharetheof
Corporation at the conversion rate of $1.00 per @omShare.

Redemption: The Corporation may, at any time aathftime to time, at its option, purchase the Nemn¢&rtible
Debentures for cancellation in the market or bylegror by private contract, at any price agreelytthe holder.

Change of Control: Upon a change of control, othan a change of control by N. Murray Edwardsplaiwng the

acquisition by any person of voting control or diien over Common Shares, or securities converiilie or

carrying the right to Common Shares, representimgggregate of 66 23% or more of the outstandinmi@on

Shares, Magellan will be required to make an dffescquire all of the New Convertible Debenturea gtice equal
to 101% of the principal amount of the New Conl@etiDebentures, plus accrued and unpaid intefestyi

Rank: The New Convertible Debentures are diremtirgsl obligations of Magellan ranking subordinatalt senior
debt, including the debt under the Bank Facilityréement.

For more information, sedriterest of Management and Others in Material Tei®ns and "Material Contracts.
See also Risks Inherent in Magellan's Business — The Corpomas debt is significant and may need to be
refinanced and such refinancing may not be avadlabl

Secured Subordinated Loan

Magellan borrowed an amount of $65 million from Bdmrsuant to the Secured Subordinated Loan. Ebear8d
Subordinated Loan bears interest at a rate of 1@¢&pnum calculated and payable monthly and atetendlized
and subordinated to the operating credit facilifihe Secured Subordinated Loan is repayable onlJW@910. For
more information in relation to the Secured Submathd Loan, reference is made to Note 9 of ourteddi
consolidated financial statements for the year dridlecember 31, 2009 which is incorporated by refegento this
Annual Information Form.
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Magellan has entered into a commitment letter Eitlco for the extension of the Secured Subordinatesh. Edco
also extended an option to Magellan exercisablerdmefore July 1, 2011 to renew the loan for ahfeirtone year
period on payment of an extension fee of 1% ofghacipal amount of the loan and on the conditibattthe
operating credit facility is renewed for an additi 364 day period beginning May 22, 2011 on tesatisfactory to
the Board and on the condition that there is nenatchange in the business, operations or cagitislagellan.

On March 26, 2010, the Secured Subordinated Loatmenprincipal amount of $65 million from Edco toet
Corporation was amended by decreasing the inteatsfrom 12% per annum to 11% per annum commenbhifyg

1, 2010 and extending the loan to July 1, 201 loimswleration of the payments of an aggregate f&zltm equal to
1% of the principal amount.

For more information, seeRecent Developmenifs'Material Contracts and 'Interest of Management and Others
in Material Transactionsand Note 23 to our consolidated financial statetsdor the year ended December 31,
2009, which note is incorporated by reference is Annual Information Form. Sedlsks Inherent in Magellan's

Business — The Corporation's debt is significand amay need to be refinanced and such refinancing not be
availablé'.

MARKET FOR SECURITIES
The Corporation's Common Shares are listed anég@dst trading on the TSX under the symbol "MAL".

The following chart shows the high and low clospri¢ces and the aggregate volumes traded of the Gon8hares
on the TSX for each month in 2009:

Month Low - $ High - $ Volume
January 0.67 1.27 349,606
February 0.37 0.90 1,095,635
March 0.22 0.40 1,324,721
April 0.33 1.20 3,183,568
May 0.95 2.50 1,937,373
June 1.52 2.26 799,486
July 1.31 1.80 322,448
August 1.52 1.99 412,681
September 1.49 1.75 255,627
October 1.00 1.62 927,428
November 1.21 2.75 1,140,897
December 1.70 2.00 523,355

The First Preference Shares Series A are not listeguoted on a marketplace. In 2005 the Corpmmatisued
2,000,000 First Preference Shares Series A ata pfi$10.00 per First Preference Shares Series A.

The New Convertible Debentures are not listed ateghin any marketplace. On April 30, 2009, thepdoation
issued $40,000,000 of the New Convertible Debentate price equal to the principal amount.

DIRECTORS AND OFFICERS

The names and municipalities of residence of thectbrs and officers of the Corporation, the offiteld by them
in the Corporation, their principal occupations dhe year each director first became a directorsateout below.
Each of the directors, except for Larry G. Moelidro was not a director for the period from Auguét 1999 to
March 3, 2000, has served continuously as a diraitae the date he was first elected or appointdith date is
indicated below such director's name. The present of each director will expire immediately priorthe election
of directors at the next annual meeting of shadrs| which is scheduled for May 14, 2010. Alitloé directors
are nominees for election at such annual meetifige information below concerning each of the Coagion's

directors (except for information relating to thenumittee on which such director is a member) hanhh@ovided
by the individual director.
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To the knowledge of the Corporation, no directothaf Corporation is, or has been in the last temsyea director or
executive officer of an issuer that, while thatgmer was acting in that capacity, (a) was the stilgea cease trade
order or similar order or an order that denied iggier access to any exemptions under Canadiamitsecu
legislation, for a period of more than 30 conse@utiays, (b) was subject to an event that resudtieel, that person
ceased to be a director or executive officer, i idsuer being the subject of a cease trade ofasimiider or an

order that denied the issuer access to any exemptider Canadian securities legislation, for aqeedf more than

30 consecutive days, or (c) within a year of thatspn ceasing to act in that capacity, became bphkmade a

proposal under any legislation relating to bankeypir insolvency or was subject to or instituteg anoceedings,

arrangement or compromise with creditors or hagkcaiver, receiver manager or trustee appointealtbits assets,
except as disclosed in the notes to the followaide.

Director's Name and Municipality of

Residence Office Held Principal Occupation
N. MURRAY EDWARDS® Chairman of the Board and President, Edco Financial Holdings Ltd. (private
Calgary/Banff, Alberta, Canada(1995) Director consulting and management company)
RICHARD A. NEILL® ® Vice-Chairman of the Board Vice-Chairman of the Board, Magellan Aerospace
Oakville, Ontario, Canada(1996) and Director Corporation
HON. WILLIAM G. DAVIS ®®© Director Counsel, Davis Webb LLP (Brampton law firm
Brampton, Ontario, Canada(1989)
WILLIAM A. DIMMA ©@@) Director Corporate Director
Toronto, Ontario, Canada(1989)
BRUCE W. GOWAN® @@ Director Corporate Director
Huntsville, Ontario, Canada(1990)
DONALD C. LOWE ®® Director Corporate Director
Toronto, Ontario, Canada(1992)
LARRY G. MOELLER ¥®)0 Director President, Kimball Capital Corporationigate
Calgary, Alberta, Canada(1995) consulting and management company)
JAMES S. PALMER?®) Director Chairman, Burnet, Duckworth & Palmer LLIBv
Calgary, Alberta, Canada(1995) firm)
JAMES S. BUTYNIEEY Director President and Chief Executive Officer, Man
Carlyle, Ontario, Canada(2008) Aerospace Corporation
Notes:
Q) Member of the Audit Committee
2) Member of the Governance and Nominating Committee
3) Member of the Human Resources and Compensation @wam
4) Member of the Health, Environmental and Safety Cdttem
5) N. Murray Edwards and Larry G. Moeller were eaalectors of Imperial Metals Corporation, a corpamatengaged in

mining, oil and gas exploration in the year priorthat corporation implementing a plan of arrangegmexder the
Company Act(British Columbia) and under the Companies' CogditArrangement Act (Canada) in 2003 which
resulted in the separation of its two businesdé®e reorganization resulted in the creation of public corporations,
Imperial Metals Corporation and IEI Energy Inc.dame Rider Resources Ltd. which subsequently cdetle plan
of arrangement with NuVista Energy Ltd.) both ofigéhtrade on the TSX. Mr. Moeller is currently aedtor of
Imperial Metals Corporation.

(6) William G. Davis was a director of Dylex Limited ding the period 1995 to May 16, 2001 when he resiigas a result
of a change of control transaction. SubsequenglieLimited was adjudged bankrupt in September12@@h an
effective date of mid-June 2001. The Trustee inkBaptcy of Dylex Limited commenced proceedingsimgfathe
former directors, officers, and legal counsel ofl@yLimited in connection with the change of cohtiansaction.
The claim was defended and the matter was settl@driuary 2006 without admission of liability.

) Mr. Dimma was a director of American Eco Corpomatfoom 1997 until the year 2000. In the year 20@@\erican
Eco went into Chapter 11 of the United States Bapicy Code ("Chapter 11") and obtained recognitidrthe
Chapter 11 filing under the Companies' CreditonraAgement Act in Canada. Subsequently Americannkmeed to
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Chapter 7 of the United States Bankruptcy Codeimtadinsolvency. A lawsuit by bondholders agais$bfficers and
directors was settled in the amount of the liapilitsurance outstanding for directors and officefhie lawsuit was
launched in 2004 and settled in 2006.

(8) Richard A. Neill served as President and Chief Hige Officer of Magellan Aerospace Corporation nfro
November 2, 2002 to December 31, 2006. Effectarmudry 1, 2007, Mr. Neill was appointed Vice-Chamof the
Magellan Board of Directors.

9) Effective January 28, 2008, Mr. Butyniec was apfminPresident and Chief Executive Officer of theg@oation.
Prior thereto Mr. Butyniec was President and Cl@gferating Officer from January 1, 2007. Prior #terMr.
Butyniec was Executive Vice-President and Chief i@fieg Officer, North America from March 10, 200%da
Executive Vice-President and Chief Operating Officeanadian Operations from May 14, 2003. Forpttier 5 years
he was Vice-President and General Manager of Magslsubsidiary, Bristol Aerospace Limited.

(10) Mr. Moeller was a director of Protective ProductsAmerica, Inc. when the corporation and its suiasids filed on
January 13, 2010 voluntary petitions for relief en€hapter 11 of the United States Bankruptcy Aondbe United
States Bankruptcy Court for the Southern DistricFtorida, Fort Lauderdale Division. On January, 2010, the
shares of the corporation were suspended fromnigaoih the TSX and were delisted on February 190 264 failure
to meet continued listing requirements.

Executive Officer's Name and

Municipality of Residence Office Held Principal Occupation
JO ANN C. BALL Vice President, Human Resources Vice President,ddurResources, Magellan
Toronto, Ontario, Canada Aerospace Corporation
JAMES S. BUTYNIEC President and Chief Executive Officer Presideit @hief Executive Officer,
Carlisle, Ontario, Canada Magellan Aerospace Corporation
JOHN B. DEKKER Vice President, Finance and Corporate Vice President, Finance and Corporate
Burlington, Ontario, Canada Secretary Secretary, Magellan Aerospace Corporation
KONRAD B. HAHNELT Vice President, Strategic Global Sourcing Vice Riest, Strategic Global Sourcing,
Waterloo, Ontario, Canada Magellan Aerospace Corporation
WILLIAM A. MATTHEWS Vice President, Marketing Vice President, Marketiktagellan Aerospace
Mississauga, Ontario, Canada Corporation
LARRY A. WINEGARDEN Vice President, Corporate Strategy Vice Presideatporate Strategy, Magellan
Markham, Ontario, Canada Aerospace Corporation

During the past five years, all of the directorsl axfficers of the Corporation have been engagettieir principal
occupations or in other executive capacities withaorporations or firms with which they currertiiyld positions.

As at March 22, 2010, the directors and executflieass of the Corporation, as a group, benefigialivn, directly
or indirectly, or exercise control or direction oy6,607,040 Common Shares representing approXiynaie8% of
the outstanding Common Shares of the Corporation.

Circumstances may arise where members of the BafaRirectors of Magellan serve as directors oradfs of
corporations which are in competition to its intge No assurances can be given that opportuniteagified by
such board members will be provided to the Corpomat

The Business Corporations Act (Ontario) providea ih the event that a director has an interest @ontract or
proposed contract or agreement with the Corporatioe director shall disclose his interest in sagontract or
agreement and shall not attend any part of the ingeetf directors during which the contract or traction is
discussed and not vote on any matter in respesicif contract or agreement unless otherwise provideer such
Act. To the extent that conflicts of interest ayisech conflicts will be resolved in accordancentite provisions of
such Act.
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AUDIT COMMITTEE
The Audit Committee's Charter

The Board of Directors of the Corporation has dithed an audit committee (the "Audit Committee'ifhathe
responsibility for monitoring the Corporation's tgras and procedures for financial reporting, risknagement and
internal controls, for reviewing all public disclo® documents containing financial information, &mdmonitoring
the performance of the Corporation's external auslit The responsibilities of the Audit Committee aet out in a
written charter, which is reviewed and approveduatiy by the Board of Directors. The current Chamf the
Audit Committee was approved by the board on May20D6 and is set out in full in Appendix "A" toighAnnual
Information Form.

Composition of the Audit Committee

The Audit Committee is composed of the followingedn members: William A. Dimma, Bruce W. Gowan and
Donald C. Lowe. Each of the Audit Committee mermskisrindependent and financially literate withie tineaning

of Multilateral Instrument 52-110 — Audit Commite€'MI 52 101") which means that each of them Iigas no
direct or indirect material relationship with th@r@oration, other than being one of its directarsq (i) has the
ability to read and understand a set of financtatesnents that present a breadth and level of amitpl of
accounting issues that are generally comparabileetdreadth and complexity of the issues that easanably be
expected to be raised by the Corporation's finhistaements.

Relevant Education and Experience

Each member of the Audit Committee has developediderable experience and expertise related todinhand
accounting matters which are relevant to the peréorce of their respective responsibilities as adit\Dommittee
member. More particularly, each of them has deyedoand acquired (i) an understanding of the adoug
principles used by the Corporation to prepare iitearfcial statements; (i) the ability to assess tfeneral
application of such accounting principles in conimecwith the accounting estimates, accruals aséries; (iii)

experience preparing, auditing, analyzing or euaigafinancial statements that present a breadth lawel of
complexity of accounting issues that are gene@iynparable to the breadth and complexity of thedsghat can
reasonably be expected to be raised by the Corpnisafinancial statements, or experience actigelyervising one
or more persons engaged in such activities; and &w understanding of internal controls and procesl for
financial reporting.

The following is a description of the education angberience of each Audit Committee member thatlisvant to
the performance of their responsibilities as A@bimmittee members.

William A Dimma

Mr. Dimma is the Chairman of the Audit Committeer Bimma has been a director of the Corporationesit@89
and a member and chairman of the Audit Committeeesi995.

Mr. Dimma received an engineering degree (B.A. $mijn the University of Toronto, an M.B.A. from Yor
University, and a D.B.A. from Harvard Universityde is also a P.Eng. and an ICD.D. He has beeominues to
be a member of twelve audit committees over théfpaty years.

Bruce W. Gowan

Mr. Gowan, a Chartered Accountant, has been atdirexf the Corporation since 1990, a member of Alit
Committee since 2000 and was Chief Financial Offafehe Corporation during the period 1983 to 1999

Mr. Gowan completed his academic requirements ferCGhartered Accountancy designation, Ontario, ugho
Queen's University.
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Donald C. Lowe

Mr. Lowe has been a director of the Corporatiorcsii992 and a member of the Audit Committee sir@@s2
Mr. Lowe is an experienced business executive.

A graduate of Oshawa Collegiate & Vocational Ingét Mr. Lowe also holds a Bachelor of Applied $cie degree
from the University of Toronto, a Masters of Sciersegree from the University of Birmingham, Englaartl
attended the Harvard International Senior ManaBesgram, Switzerland.

Pre-Approval Policies and Procedures

The Audit Committee pre-approves all permitted guaidit—related and non-audit services to be perd by
Ernst & Young LLP, the Corporation's external aoit

External Auditor Service Fees

The following is the aggregate fees billed by thegdration's external auditors, Ernst & Young LldPeach of the
last two fiscal years by category of services et

Fiscal year ended December 31

2009 2008
Audit Fees $1,387,400 $1,601,897
Audit-related Fees 42,200 10,500
Tax Fees 153,191 46,207
All Other Fees 0 0
Total $1,582,791 $1,658,604

Audit Fees Audit fees include fees for services that woulttmmally be provided by the external auditor in
connection with statutory and regulatory filingsesrgagements, including fees for services necessargrform an
audit or review in accordance with generally acedpuditing standards. This category also inclugegices that
generally only the external auditor reasonably manvide, including comfort letters, statutory asduttest services,
consents and assistance with and review of cetitainments filed with securities regulatory authiesit

Audit-Related FeesAudit-related fees are for assurance and relagdices, such as due diligence services that
traditionally are performed by the external auditdore specifically, these services include, amartbers,
assistance in preparing for requirements of Intéwnal Financial Reporting Standards, Bill 198, émgpe benefit
plan audits, due diligence related to mergers amliaitions, accounting consultations and auditgannection
with acquisitions, attest services that are notiireg by statute or regulation, and consultationceoning financial
accounting and reporting standards.

Tax FeesTax fees are principally for assistance in tampbance, tax return preparation, tax advisory iseis/and
support regarding tax audits.

All Other Fees All other fees include fees for litigation andivésory support services.

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANS ACTIONS
During the Corporation's last three completed fai@nyears or during the current financial yearoddarch 22,
2010, no director or executive officer of the Cagimn, or any person or company that is the dicgcindirect

beneficial owner of, or who exercises control amediion over, more than 10 percent of any classeoies of the
Corporation's outstanding voting securities, oaasociate or affiliate of any of the foregoing passor companies,
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had or has as any material interest, direct oréutli in any transaction with the Corporation thas materially
affected or will materially affect the Corporatiother than as described herein and below.

1. The obligations of Magellan under the Bank Faciltgreement are fully guaranteed and secured by
Mr. Edwards. On January 24, 2008, the fee paytbMr. Edwards was increased from 0.1% per annum
($2 million in 2008 and $0.2 million in 2007) toO% per annum of the principal amount guaranteed as
compensation for this guarantee and in consideratiba requirement for the provision of additional
security from Mr. Edwards. On June 24, 2008, e payable to Mr. Edwards increased to 1.35% as a
result of the amended and restated Bank Facilitsegigent with its lenders and remained at 1.35%hen t
renewal of the Bank Facility Agreement on April 2009. The amount paid to Mr. Edwards in 2009 was
$2.8 million. On March 26, 2010, the Bank Faciltgreement was amended and Mr. Edwards has agreed
to fully guarantee and secure the obligations of&lan under the Bank Facility Agreement until V28
2011. The fee payable to Mr. Edwards will be 1.1586 annum of the principal amount guaranteed. For
additional information, reference is made €@eheralDevelopment of the BusingssBorrowings — Bank
Credit Facility' and 'Material Contracts.

2. Magellan Aerospace Limited sold receivables purstamumerous financing agreements entered into
during 2009 to Balinhard, a corporation wholly-owrgy Mr. Moeller, a director of the Corporation,tire
aggregate amount of $65.4 million in 2009 ($405ifian in 2008; $228.1 million in 2007), for a disant
of $0.8 million in 2009 ($2.8 million in 2008; $2rkillion in 2007). This securitization facility piked on
December 3,1 2009 (included in these balancesésexve of $4.4 million in 2008; $5.9 million in @0).

All these sales were made at market rates. Foitiaaa information see General Development of the
Business — Financing Mattérs'Borrowings — Financing by Sale of Accounts Recdé/adnd 'Material
Contracts.

3. On April 30, 2009, Mr. Edwards purchased $40 miliprincipal amount of the New Convertible
Debentures. For additional information, refereicenade to General Development of the Business —
Financing Matters, "Borrowings — New Convertible Debentures due Apfll 2012 and 'Material
Contracts.

4. On January 30, 2008, Edco loaned the Corporati@m$ilion. On April 30, 2009, this loan was incseal
to $65 million (the "Secured Subordinated Loan'ffor additional information as to the terms of the
Secured Subordinated Loan, s&eheralDevelopment of the Business — Financing MatteBtrfowings
—Secured Subordinated Ldaand 'Material Contracts. Magellan entered into a commitment letter dated
December 22, 2009 with Edco and Magellan in refatm the extension of the due date of the Secured
Subordinated Loan to July 1, 2011. On March 26,02@he Secured Subordinated Loan in the principal
amount of $65 million from Edco to the Corporatiwas amended by decreasing the interest rate frémn 12
per annum to 11% per annum commencing July 1, 20D extending the loan to July 1, 2011 in
consideration of the payments of an aggregate sxterfee to Edco equal to 1% of the principal antoun
For more information, in relation to these receinaificing arrangements, seBoftrowings — Secured
Subordinated Loarisand note 9 to the Corporation’s audited finangtdtements for the year ended
December 31, 2009 which have been filed on SEDARvat..sedar.com and which is incorporated herein
by reference.

For additional information on certain of these sactions, see note 19 to the Corporation's auditehcial
statements for the year ended December 31, 200&hwisive been filed on SEDAR, at www.SEDAR.com, Wwhic
note is hereby incorporated herein by reference.

To the knowledge of the directors and officershaf Corporation, other than as set out in the thblew, no person
beneficially owns or exercises control or directmrer shares carrying more than 10% of the votigigts attached
to any class of voting shares of the Corporation.
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Number of Common Percentage of
Name and Address of Holder Class of Shares Type Gfwnership Shares Common Shares
N. Murray Edwards Common Shares Direct and Indirect 5,056'979 27.8%
Calgary/Banff, Alberta
Note:
Q) In addition, Mr. Edwards beneficially owns directly indirectly $40.0 million principal amount of 4 Convertible

Secured Subordinated Debentures issued by the igro on April 30, 2009 and 1,005,000 of the FRséference
Shares Series A issued by the Corporation on Map@as.

MATERIAL CONTRACTS

The material contracts of the Corporation that wertered into within the most recently completethficial year,
or entered into before the most recently compldiedncial year which are still in effect, other thaontracts
entered into in the ordinary course of businesaar®llows:

1. New Convertible Debentures dated April 30, 200uésk by Magellan to Mr. Edwards. For more
information, seeBorrowings — New Convertible Debentutes

2. Amended and Restated Promissory Note and GuarAgpement dated March 26, 2010 for the Secured
Subordinated Loan in the principal amount of $68iom due July 1, 2010 by Magellan in favour of Bdc
and guaranteed by Magellan Aerospace Limited andjdifen Aerospace USA, Inc. Se&eéneral
Development of the Business — Financing Mattet8orrowings- Secured Subordinated Lbaand
"Recent Developmerits

3. Credit Agreement dated May 27, 2005 between Magedlad a number of lenders, as amended May 2,
2006, September 28, 2006, March 30, 2006, DeceBihe2007 and January 30, 2008, and amended and
restated on June 24, 2008, and further amended 3@ri2009 and March 26, 2010 (the "Bank Facility
Agreement”) which is the subject of amended anthted guarantees by Mr. Edwards dated as of June 24
2008. Amended and Restated Undertaking betweenEwards and Magellan Aerospace Limited in
respect of the guarantees, dated March 26, 20&@. 'GeneralDevelopment of the Business — Financing
Matters', "Borrowings — Bank Credit Facilityand"Recent Developments".

4. Commitment letter dated December 22, 2009 betwekmo Bnd Magellan in relation to the renewal of the
Secured Subordinated Loan. For more informatiomeiation to these recent financing arrangemesats,
"General Development of the Business — Financingaviif "Borrowings — Secured Subordinated Ldans
and note 9 and note 23 to the Corporation’s auditethcial statements for the year ended December 3
2009 which is filed on SEDAR at www.sedar.com atidol is incorporated herein by reference.

TRANSFER AGENT AND REGISTRAR

Computershare Investor Services Inc., Toronto, [ntia the transfer agent and registrar for the pOoation's
Common Shares. The Corporation is the transfertaayeth registrar for the Corporation's First Prafeee Shares
Series A.

INTERESTS OF EXPERTS

There is no person or company whose professionusinbss gives authority to a statement made by gerdon or
company and who is named as having prepared dfiegr statement, report or valuation describetholuded in
a filing, or referred to in a filing, made undertiaal Instrument 51-102 by the Corporation duriogrelated to, its
most recently completed financial year other thamsE& Young LLP, the Corporation's external auditoErnst &
Young LLP is independent with respect to the Coafion within the meaning of the Rules of Profesald@onduct
of the Institute of Chartered Accountants of Omtari
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ADDITIONAL INFORMATION

Additional information relating to the Corporatianay be found on SEDAR at www.sedar.com. Additional
information relating to directors' and officerstmeneration and indebtedness, principal holdersé®fQorporation's
voting shares and options to purchase the Corporatishares is contained in the Corporation's Mamagt
Information Circular prepared in connection witle thnnual meeting of shareholders of the Corporatidre held
on May 14, 2010. Additional financial informatiois provided in the Corporation's consolidated firiah
statements for the year ended December 31, 200Mandgement's Discussion and Analysis which haea fited

on SEDAR at www.sedar.com

Copies of the Management Information Circular, tmancial statements, including any interim finaaici
statements, Management's Discussion and Analysiiti@nal copies of this Annual Information Formmyaother
documents incorporated therein by reference magblt&ined upon request from the Secretary of thep@ation at
the head office, Magellan Aerospace Corporation603erry Road East, Mississauga, Ontario, L4T 1A9.
Telephone: (905) 677 1889; Facsimile: (905) 6778565
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APPENDIX "A"

MAGELLAN AEROSPACE CORPORATION

CHARTER OF THE AUDIT COMMITTEE

MANDATE

The Audit Committee (the "Committee") is appointey the Board of Directors (the "Board") of Magellan
Aerospace Corporation (the "Corporation”) to ag$istBoard in its oversight of the reliability amdeqgrity of the
accounting principles and practices, financial esteints and other financial reporting, and disclsuractises
followed by the Corporation and its subsidiaries.

The Committee's primary duties and responsibiliiesto:

o

(0]

Review and assess management's identification ia€ipal financial risks and monitor the process to
manage such risks.

Review and assess management's overall processletuify principal risks that could affect the
achievement of the Corporation's business plans.

Monitor and report on the integrity of the Corparats financial statements, financial reportingqasses
and systems of internal controls regarding findn@gaorting and accounting compliance and compbianc
with regulatory and statutory requirements as thagite to financial statements, taxation matterd an
disclosure of material facts.

Select and recommend to the Board for appointmgnthle shareholders, the Corporation's external
auditors and the fee of the external auditors.

Oversee the work of the external auditors.

Pre-approve all audit and non-audit services topbavided by the Corporation's external auditors
consistent with all applicable laws and establigh fees and other compensation to be paid to ttezrexk
auditors.

Monitor the independence and performance of thep@ation's external auditors.

Monitor the performance of the internal audit pssss.

Establish procedures for the receipt, retentiorspoese to and treatment of complaints, including
confidential anonymous submissions by the Corpomn&ti employees, regarding accounting, internal

control or auditing matters.

Provide an avenue of communication among the extesinditors, management, the internal auditing
function, and the Board.

Report to the Board.

The Committee has the authority to conduct anyese\ar investigation appropriate to fulfilling itesponsibilities.
The Committee shall have unrestricted access &opael and information, and any resources necessagrry out
its responsibility. In this regard, the Committaeay direct management to particular areas of exatioim
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MAJOR RESPONSIBILITIES AND FUNCTIONS

Review Procedures

Review and update the Committee's Charter at laasually and provide a summary of the Committee's
composition and responsibilities in the Corpordfoannual report or other public disclosure docuatem.
Ensure the processes are in place to annually &eatbe performance of the Committee and repdfied3oard on
the results of such evaluation.

Annual Financial Statements

1.

Review the Corporation's annual audited finandiaesnents and related documents prior to theidibr
distribution. Such review to include:

(@)

(b)

(©)

(d)

(€)

A review with the external auditors and managenoétiie annual financial statements and related
footnotes including significant issues and disctesuegarding accounting policies and practices
and any changes thereto.

A review with the external auditors and managenadérthe use of off-balance sheet financing, if
any, including management's risk assessment argiadg of disclosure.

A review with the external auditors of the audiampland the results of the audit including any
significant changes required in the audit plan.

A review of any significant disagreements betweba external auditors and management
encountered during the course of the audit, indgdiny restrictions on the scope of the external
auditors' work or access to required information.

A review of other matters related to the condudhefaudit, which are to be communicated to the
Committee under generally accepted auditing staisdar

Review and formally recommend approval to the Badrthe Corporation's:

(@)
(b)
(©)
(d)
()

Year-end audited financial statements and discéssur
Annual earnings press releases.

Management's Discussion and Analysis.

Annual Information Form.

All prospectuses and information circulars as maficial information provided therein.

Quarterly Financial Statements

1.

Review with management and the external auditord mTtommend for approval to the Board the
Corporation's:

(@)

(b)

Quarterly unaudited financial statements and rdlatocuments, including management's
discussion and analysis and interim earnings pedeases.

Any significant changes to the Corporation's actiogrprinciples.
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Other Financial Filings and Public Documents

1.

Review financial information contained in any fijis: with the securities regulators or news releasksed
thereto and consider whether the information issiient with the information contained in the fineh
statements of the Corporation.

Internal Control Environment

1.

8.

Ensure that management and the external auditargider to the Committee an annual report on the
Corporation's financial control environment as éttpins to the Corporation's financial reportinggass and
controls.

Review and discuss significant financial risks ap@sures and assess the steps management hastdaken
monitor, control, report and mitigate such risklie Corporation.

Review the effectiveness of the overall processdentifying the principal risks affecting the aetément of
business plans and provide the Committee's viehadoard.

Review in consultation with management and theraateauditors the degree of coordination in managgehn
audit plans relating to the internal control enmiment and the external auditors audit plan andiem@s to the
extent the planned scope can be relied upon teatdetaknesses in internal controls, fraud, or oiflegal acts.
The Committee will assess the coordination of aeffdrt to assure completeness of coverage andfthetive

use of audit resources. Any recommendations mgdée auditors for the strengthening of internahtecols

shall be reviewed and discussed with management.

Review the hedging and risk management policiespaodedures of the Corporation.

Review legal and regulatory matters that may hawmaterial impact on the interim or annual financial
statements, related Corporation compliance pol&mesprograms and reports received from regulators.

Review policies and procedures with respect toceff' and directors' expense accounts and peggjisit
including their use of corporate assets, and cendite results of any review of these areas byirternal
auditor or the external auditors.

Review all related party transactions between tbgQration and any officers or directors.

External auditors

1.

Meet quarterly with the external auditors to reviamongst other things the quarterly and annualntizd
statements of the Corporation and have the externditors be available to attend Committee meetimgs
portions thereof at the request of the Chairmarnhef Committee or by a majority of the members & th
Committee.

Review and discuss with the external auditors igtificant relationships that the external auditarsl their

affiliates have with the Corporation and its a#fits in order to determine the external auditodgpendence,
including, without limitation, (i) requesting, rewing and reviewing, no less than annually, a frmritten

statement from the external auditors delineatihgeddtionships that may reasonably be thoughtear fon the
independence of the external auditors with resfzetite Corporation and its affiliates, (ii) dissusy with the

external auditors any disclosed relationships avises that the external auditors believe may aftbe

objectivity and independence of the external ausljtand (iii) recommending that the Board takprapriate

action in response to the external auditors' refposttisfy itself of the external auditors' indegence.
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3. Review:

€)) The external auditor's performance, and make ammewndation to the Board regarding the
reappointment of the external auditors at the anmegeting of the Corporation's shareholders or
regarding the discharge of such external auditors.

(b) The terms of engagement of the external audit@sth@r with their proposed fees.

(c) External audit plans and results.

(d) Any other related audit engagement matters.

(e) The engagement of the external auditors to perfoom-audit services, if any, together with the

fees therefor, and the impact thereof, on the iaddpnce of the external auditors.

4. Consider with management and the external audftersrationale for employing audit firms other thioe
principal external auditors, including a reviewnénagement consulting services and related feasdga by
the external auditors compared to those of othdit iums.

Other matters
1. Review and concur in the appointment, replacenteagsignment, or dismissal of the Chief Financidiker.
2. Report Committee actions to the Board with suclomeoendations, as the Committee may deem appropriate

3. Conduct or authorize investigations into any matteithin the Committee's scope of responsibilitieEhe
Committee shall be empowered to retain independemsel, accountants, or others to assist it irctmeluct
of any investigation.

4. Perform such other functions as required by law,Gbrporation's mandate or By-laws, or the Board.
5. Consider any other matters referred to it by tharBo

6. Nothing contained in this charter is intended n#fer to the Committee the Board's responsibititgnsure
the Corporation's compliance with applicable lawsegulations or to expand applicable standardsabflity
under statutory or regulatory requirements for directors or the members of the Committee. WHile t
Committee has the responsibilities and powersah in this charter, it is not the duty of the Quittee to
plan or conduct audits, to determine that the Cafan's financial statements are complete andratewand
are in accordance with generally accepted accogiptimciples, or to design or implement an effeetdystem
of internal controls. Such matters are the respditg of management and the independent exteanalitors,
as the case may be. Members of the Committeenditked to rely, absent knowledge to the contrary(i) the
integrity of the persons and organizations from mhthey receive information, (ii) the accuracy and
completeness of the information provided, and (i@presentations made by management as to thauwin-
services provided to the Corporation by the exieanditors.

OPERATION OF COMMITTEE

Reporting
The Committee shall report to the Board followiragle meeting of the Committee.
Composition of Committee

The Committee shall consist of not less than 3more than 5 directors all of whom shall qualifyiadependent
directors. All members of the Committee shall héwe financial literacy to be able to read and usi@ad the
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Corporation's financial statements and to undedsth@ breadth and complexity of the issues thatreasonably be
expected to be raised by the Corporation's findistéements. In addition, the Committee's contjwosiincluding
the qualifications and experience of its membehgllscomply with the applicable requirements of fheronto
Stock Exchange ("TSX"), the Ontario Securities Cassion (the "OSC") and other securities regulasushorities
to which the Corporation may be subject, as adopteith force or amended from time to time. The Blowill
consider the appropriateness of the applicaticadlofSX guidelines and OSC rules and recommendsitiegarding
the composition of the Committee.

Appointment of Committee Members

Members of the Committee shall be appointed byBih&rd at a meeting, typically held immediately aftee annual
shareholders' meeting, provided that any memberbaaymoved or replaced at any time by the Boaddsaall in
any event cease to be a member of the Committe® egmsing to be a member of the Board.

Vacancies

Where a vacancy occurs at any time in the memhedftthe Committee, it may be filled by the Board.
Chairman

The Chairman of the Board, based on the recommiemdatf the Corporate Governance and Nominating
Committee, will recommend an independent direcso€hairman of the Committee to the Board for apakov

If the Chairman of the Committee is not preserdargt meeting of the Committee, one of the other ne¥mbf the
Committee present at the meeting shall be choseéhebommittee to preside.

The Chairman presiding at any meeting shall noetegasting vote.
Secretary

The Committee shall appoint a Secretary who neddbeoa member of the Committee or a director of the
Corporation. The Secretary shall keep minutef@fmeetings of the Committee.

Committee Meetings

The Committee shall meet at least quarterly atgileof the Chairman. In addition, a meeting maychlled by any
director or by the external auditors.

Committee meetings may be held in person, by victederence, by means of telephone or by any cortibmaf
any of the foregoing.

Notice of Meeting

Notice of the time and place of every meeting maygiven orally, in writing, by facsimile or by e-ihéo each
member of the Committee and to external auditolsaat 48 hours prior to the time fixed for suchetirey.

A member may in any manner waive notice of the mgetAttendance of a member at the meeting shaititute
waiver of notice of the meeting, except where a benattends a meeting for the express purposejetiifg to
the transaction of any business on the groundghbaheeting was not lawfully called.

Quorum

A majority of committee members, present in perdmy,video-conference, by telephone or by a comhinat
thereof, shall constitute a quorum.
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Attendance at Meetings

The President and Chief Executive Officer, the CRi@ancial Officer, the Corporate Controller ara thead of
internal audit are expected to be available tandtt@eetings, but a portion of every meeting willrbserved for in-
camera discussion without members of managemeing peesent.

The Committee may by specific invitation have ottesource persons in attendance.

The Committee shall have the right to determine whall and who shall not be present at any timéndua
meeting of the Committee.

Minutes
Minutes of Committee meetings shall be sent t€alnmittee members and to the external auditors.
Engaging Outside Resources

The Committee is empowered to engage outside ressuas it deems advisable, at the expense ofdimoation.



