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Hi Forrest and Lee,

Thank you both for the call yesterday. In bold below, | have a proposal for you all on model adjustments. If you
could please get back to me as soon as you can, | can work on that next iteration for tomorrow.

| have attached the latest iteration of our market share model.

To do a little bit of scene setting: the table below provides a comparison of what our old SQL model (from the
2021 report) would have predicted in 2023 versus what our new model predicts in 2023.

Model 2023 OE 2023 Aftermarket 2023 Total
Old model (2021 report) $7,330m 15,608 22,938
New model (2024 report) $7,879 7,664 15,543

So you can first notice two things: (1) OE has not changed much, slightly up largely due to inflation; (2)
Aftermarket is much lower (about halved).

In our report, we estimate the revenues of companies from Avionics sales. The total of those revenues should
match the total of our SQL model (with some adjustments that | will cover in a moment). The implication is that
our company estimated revenue therefore needs to change (on average lower by 33%).

This is somewhat of a challenge because we base those numbers off of the company’s revenues.

Joanne and | have gone through each company and tried to see if there is a rationale for lowering its avionics
estimated revenue. For most of them there is some; Collins, in particular, looks like it might have been over-
estimated. Others, such as Garmin, have piston-powered aircraft in their revenue scope, which is not in our model.

The other lever that we can adjust is the amount of intertrade (Tier 2 to Tier 1 and Tier 1 to Tier 1); | have also
been somewhat aggressive with the assumptions here to make sure we aren’t double counting.

The end result is that our market share model (from company revenues) is still about 7-8% higher than the SQL
model suggests. Our two models usually keep each other in balance, so when we’ve maxed out one, that is usually
a sign that the other might be a little off. My own personal view is that | think the old model overestimated the
aftermarket. | think this new model is much closer, but has slightly under-estimated the aftermarket.

I would propose that we increase the aftermarket incidence rates by 10% across the board. This would give
plenty of breathing room for the models to match. It still leaves our OE aftermarket split near 50/50. What do
you all think of this? If you all are happy with this, Joanne and | will do another iteration and try to have that to
show tomorrow.

| don’t expect you all to go through all the numbers in the market share model, but here is a quick explanation of
what | have attached.

Column C gives the revenue estimate we had in 2019 in the last report. Column D gives the new estimate. Column
E gives the % of that revenue that we think is pure Tier 1 (ie, no intertrade). Columns G and H give the OE
aftermarket split. The remaining columns give a breakdown by column type.

All the best,

Collin
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