           1                                            Monday, 8 June 2009

           2   (10.00 am)

           3                      (Proceedings delayed)

           4   (10.07 am)

           5                           Housekeeping

           6   THE CHAIRMAN:  Good morning.

           7   MR LYNCH:  Tribunal, two things.  I think the arrangement

           8       was that we will start with Mr Price, he will be quick,

           9       the trouble is, I should say, after Mr Price has given

          10       his speedy evidence I would be grateful if we could have

          11       a few minute break to sort a matter out.  The second

          12       point is this, I wasn't there but I'm informed by

          13       Mr Dekker that Mr Little came into the respondents'

          14       room, which of course he's completely entitled to do,

          15       and presented another aide-memoire, in fact.

          16   THE CHAIRMAN:  We've received it.

          17   MR LYNCH:  And he said: and here is a document to you,

          18       Mr Dekker understanding, we believe, that that meant for

          19       Mr Dekker.  He started to read it and realised it seemed

          20       to be questions Mr Little had in mind for John Dekker

          21       and realised that's not something that he should be

          22       looking at and drew that immediately to my attention.

          23       Because of that misunderstanding, the result of

          24       Mr Little indicating, as John understood it, that it was

          25       a copy of a document for John to look at as well,
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           1       I wanted, and Mr Dekker wanted, to draw that immediately

           2       to the attention of Mr Little and the tribunal.

           3   MR LITTLE:  Can I respond to that, sir, very simple, I was

           4       trying to catch people between 9.00 and 9.30, so I left

           5       the documents with John.  Actually it's right that

           6       probably one of the documents he should not have seen,

           7       but the rest are all right, I'm not concerned about it.

           8   MR LYNCH:  Good, good.

           9   MR LITTLE:  Sorry, it's just that I had so much try and do

          10       this morning.

          11   MR LYNCH:  I'm not blaming anybody, just making it clear.

          12   MR LITTLE:  It's my error, if there was an error.

          13   THE CHAIRMAN:  Yes.

          14           Right, just give us a moment. (Pause).

          15           Yes, Mr Price.

          16

          17   MR LITTLE:  Sir, can I establish whether the witness

          18       statement and documents have been read or do I need to

          19       go to the documents?

          20   THE CHAIRMAN:  We read the witness statement last time,

          21       I have just read it again.

          22   MR LITTLE:  Okay.

          23   THE CHAIRMAN:  My colleagues probably have, yes.  As far as

          24       the documents, we know about the letter.

          25   MR LITTLE:  There are only three, so I may need to refresh
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           1       people's memory, that's all.

           2   THE CHAIRMAN:  Yes.
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               Mr Price removed
           1   MR LITTLE:  She's available whenever is needed.

           2   THE CHAIRMAN:  Okay.  Thank you very much, yes.

           3   MR LYNCH:  Thank you very much indeed.

           4   THE CHAIRMAN:  How long do you think you will be?

           5   MR LYNCH:  Not absolutely sure, we may well -- may we come

           6       back in ten minutes or report back in ten minutes.

           7   THE CHAIRMAN:  Ask David to tell us where you are.

           8   (10.31 am)

           9                         (A short break)

          10   (10.46 am)

          11   MR LYNCH:  Tribunal, first may I pass up some documents

          12       which David has kindly just photocopied, I will then

          13       explain how they have come about.

          14   MR LITTLE:  I haven't seen these, by the way.

          15   MR LYNCH:  Exactly, they've literally just been photocopied.

          16       (Handed).  To identify them, it's probably easier to

          17       underline the time.  I will give a copy to Mr Little

          18       now.

          19   THE CHAIRMAN:  Do we need to read them now?

          20   MR LYNCH:  It would probably be best if we did, or at least

          21       I explain them now.

          22   THE CHAIRMAN:  Can you explain why we're not getting on with

          23       the evidence of Mr Bobbi, then?

          24   MR LYNCH:  Because it may be that Mr Little will take the

          25       view that this will be relevant to Mr Bobbi's evidence.
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           1   MR LITTLE:  Is may be that that will be the case, just give

           2       me one minute.

           3   THE CHAIRMAN:  We have not read them yet, so we'll read them

           4       and Mr Lynch will explain.

           5   MR LITTLE:  My quick view would be it's worth reading them,

           6       yes.

           7   THE CHAIRMAN:  Sorry, did you say which one we should read

           8       first?

           9   MR LYNCH:  They are effectively identical.

          10   THE CHAIRMAN:  All right.

          11   MR LYNCH:  It's just that one went to Ernst & Young, one

          12       went to PricewaterhouseCoopers.

          13   THE CHAIRMAN:  I see.

          14   MR LITTLE:  I have two immediate questions, sir.

          15   THE CHAIRMAN:  Wait a minute, we will see if we can read

          16       them first and then Mr Lynch will explain why we are

          17       being shown them.

          18           Right.

          19   MR LYNCH:  Tribunal, let me just explain.  We don't think it

          20       adds anything particularly substantive, it certainly

          21       doesn't alter our view.  However, the provenance of

          22       these documents was this.  It was assumed that these

          23       documents were the same as the spreadsheet that appears

          24       at page 3605, now --

          25   THE CHAIRMAN:  Hang on --
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           1   MR LYNCH:  I don't know whether the tribunal has 3605 burnt

           2       into its brain, if not you can pick that document up at

           3       volume 9.

           4   THE CHAIRMAN:  If we're looking at the detail, the answer is

           5       no.

           6   MR LYNCH:  But do you know which document I'm referring to?

           7   THE CHAIRMAN:  The spreadsheet.

           8   MR LYNCH:  Yes.

           9   THE CHAIRMAN:  Do you want to take us to that document?

          10   MR LYNCH:  Not unless you don't remember it.

          11   MR LITTLE:  Sir, I probably will, actually, as part of my

          12       response here.

          13   MR LYNCH:  That document, it was wrongly assumed that that

          14       was the case until this very weekend, when as part of

          15       the preparations by Magellan in regard to the

          16       forthcoming Mr Bobbi's evidence, it was realised that

          17       this in fact was a different document, it was an updated

          18       document.  Although, as I say, it doesn't alter in any

          19       significant way our position, nevertheless once we

          20       realised that it was in fact not simply the same

          21       document but a different document --

          22   MRS SIMMONDS:  What's the page number?

          23   MR LYNCH:  It's 3605, Madam, volume 9.

          24           It was assumed, what turned out to be wrongly, that

          25       the document I've just passed up was the same as that
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           1       one and was realised this weekend that it wasn't.  It

           2       was realised because of focusing on the documents with

           3       particular reference to Mr Bobbi's forthcoming evidence,

           4       and once we had been alerted to that, then, as I say,

           5       although it's not of substantive significance to our

           6       position, nevertheless plainly it fell within the area

           7       for disclosure and that's why we pass it up.

           8           It's a document, may I say, Tribunal, that in the

           9       ordinary course of events we would not have thought of

          10       disclosing, in the way that this is a document that was

          11       disclosed once it was realised it wasn't identical, just

          12       another copy of the one we had disclosed, it was

          13       disclosed out of the application based on Rich Neill's

          14       evidence.  Tribunal, if you remember, on 28 November

          15       last year Mr Little made an application and there was an

          16       exchange in November 2007 between the learned judge and

          17       Mr Neill, in which Mr Neill said: yes, we gave other

          18       documents to PricewaterhouseCoopers.  Then

          19       in November 2008, Mr Little picked up on that, made an

          20       application for disclosure, and that application was

          21       successful in that regard and that's why 3605 was

          22       disclosed, along with certain other documents.  That's

          23       how the mistake arose, it was just thought to be the

          24       same, in fact it's not and so we pass it on.

          25           I don't know whether the tribunal would like any
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           1       more detail about the document at this stage, or whether

           2       that's sufficient.  As I say, it may well be a matter

           3       that Mr Little would like to discuss with Mr Bobbi

           4       before his evidence.  That's a matter, of course, for

           5       Mr Little.

           6   THE CHAIRMAN:  Yes, Mr Little.

           7   MR LITTLE:  For the record, incredible.  These are documents

           8       to Ernst & Young and also to PwC, dated 1 March,

           9       according to the emails, from John Furbay, the guy in

          10       Aeronca.  The documents I think essentially look as if

          11       they're identical to what's there.

          12   THE CHAIRMAN:  They're identical to each other, save that

          13       they're addressed at the front --

          14   MR LITTLE:  Save for the email, yes.

          15   THE CHAIRMAN:  The front individuals, one at Ernst & Young

          16       and one at PwC.

          17   MR LITTLE:  You'll note the date is 1 March 2007.

          18   THE CHAIRMAN:  I have annotated that.

          19   MR LITTLE:  They purport to refer to Forecast International

          20       documents up to 2015, in other words, they're looking at

          21       the ten years from 2007 or 2006 through to 2015.

          22   THE CHAIRMAN:  To 2000 and what is it?

          23   MR LITTLE:  15.

          24   THE CHAIRMAN:  15, yes.

          25   MR LITTLE:  If you had referred to document 3605, those
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           1       estimates were through to 2013, and they were based on

           2       estimates from the Forecast International report of, we

           3       believe, 2004, which is what the evidence of Mr Bobbi

           4       will be saying, because he knows the people and whatever

           5       in that process.

           6   THE CHAIRMAN:  Just a moment.  Yes.

           7   MR LITTLE:  So we now have to assume this is

           8       a Forecast International market report for the year

           9       2006, that is April 2006.

          10   THE CHAIRMAN:  Yes.

          11   MR LITTLE:  We don't have the document for

          12       Forecast International's report, for 2006, disclosed

          13       now.

          14           So that's my first point.  The second point clearly

          15       is that these are relevant documents and have been

          16       relevant documents since day one, on 4 April 2007.

          17   THE CHAIRMAN:  This is a late disclosure point?

          18   MR LITTLE:  Yes.

          19   THE CHAIRMAN:  Yes, so that's something that's going to be

          20       the subject of submissions.

          21   MR LITTLE:  Yes, I'm just recording that that's the case.

          22   THE CHAIRMAN:  You don't object to their being admitted,

          23       presumably?

          24   MR LITTLE:  No, because this is exactly what we're trying to

          25       understand, what exactly people are relying on.
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           1   THE CHAIRMAN:  That's why I ask the question.

           2   MR LITTLE:  Yes.  The issue essentially for Mr Bobbi's

           3       evidence is that I probably need just a few minutes to

           4       allow him to assimilate what he thinks he's looking at

           5       here now, so that he has the opportunity to comment on

           6       it at that time.

           7           I would suggest, by the way, that we would like to

           8       see the disclosure which clearly exists for April 2006

           9       Forecast International's report.

          10   THE CHAIRMAN:   Are these still, I haven't checked, but are

          11       these figures still substantially below the --

          12   MR LITTLE:  These are still out of sync with everybody else

          13       in the market, however, the significance is that they

          14       are April 2006 numbers, provided on 1 March 2007. By the end

          15       of that month, sir, we are told, both Ernst & Young and

          16       PwC also had document 3605 given to them.  So Ernst &

          17       Young and PwC must also have asked the question: why are

          18       these documents from what you're giving us at the end of

          19       the month and giving us the Forecast International

          20       reports at the end of the month for 2007, which we have

          21       in correspondence, being told what documents were given

          22       to Ernst & Young and PwC as well. (?)

          23   THE CHAIRMAN:  The suggestion in the email is that this is

          24       an updated projection based upon more up to date and

          25       extended forecasts from Forecast International, also
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           1       attached.

           2   MR LITTLE:  I'm failing to make my point, sir.  The document

           3       3605, the covering email for it and the attachments, we

           4       know, we're told, was given to Ernst & Young and PwC

           5       before 29 March, so it is less up to date than this,

           6       which was provided earlier in the period.

           7   THE CHAIRMAN:  You're saying that this predated the one at

           8       3605?

           9   MR LITTLE:  That's correct, in terms of what was provided to

          10       Ernst & Young, plus Mr Neill's email, because he was

          11       referring to it, in his email.  So Ernst & Young now

          12       look as if they have three different documents.

          13   THE CHAIRMAN:  Yes, but you're saying that this is the first

          14       in time, but it suggests on the email that this is

          15       likely to be the second, because, "please find an

          16       updated projection."

          17   MR LITTLE:  It says "but", but if you look at --

          18   THE CHAIRMAN:  Yes, but updated, one would assume, from the

          19       document 3605.

          20   MR LITTLE:  Yes, sir, I know that's your assumption, but

          21       your presumption is wrong, sir, because the email on

          22       3597 and 98, is referring to the other document later

          23       in March and the Forecast International report.

          24           Sorry.  Let me have a quick word, if it's possible.

          25            (Pause) John maybe will answer this very quickly.
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           1       Mr Dekker can answer this.

           2   THE CHAIRMAN:  We don't want any evidence coming from the

           3       back.  Let's look at 3597, so we can refresh ourselves

           4       what this is looking at.

           5   MR LITTLE:  I think I know the answer.

           6   THE CHAIRMAN:  You may well do, but we want to read the

           7       documents.  We want to see where this is going at the

           8       moment.  What you need to do is to ask Mr Bobbi for his

           9       comments, any further comments, in relation to this

          10       document, or these documents.  If you are going to

          11       maintain that the document that we have been handed up

          12       predates the document at 3605, no doubt you will be

          13       wanting an explanation from the respondents about this,

          14       and you will have to bolt this on to your application

          15       for recall, it seems to me, because this is a recently

          16       disclosed document, part of your --

          17   MR LITTLE:  Yes, I can do it through that.

          18   THE CHAIRMAN:  Part of your application, although we have

          19       not read it in any depth at this juncture, is that they

          20       are documents disclosed by the respondents

          21       since witnesses have been called to give evidence, which

          22       you say they should be asked questions about.

          23   MR LITTLE:  Yes.

          24   THE CHAIRMAN:  And one of the questions you would like to

          25       ask is surrounding this document.
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           1   MR LITTLE:  Yes.

           2   THE CHAIRMAN:  I mean, if on hearing your application we

           3       were to refuse it, then anything you want to deal with

           4       this about, obviously, will have to come via

           5       submissions.  Okay, so I think the first port of call,

           6       as I think at the moment, is to consider bolting this on

           7       to any application to have a witness recalled.

           8   MR LITTLE:  Right, I think I concur with that.

           9   THE CHAIRMAN:  I have not read the document but is Mr Dekker

          10       coming back by agreement?

          11   MR LITTLE:  He is, yes, not for the questions but by

          12       agreement.

          13   MR LYNCH:  That's our proposal, it's up to the tribunal.

          14   MR LITTLE:  Yes.

          15   THE CHAIRMAN:  I appreciate that.

          16   MR LITTLE:  There's agreed submissions.

          17   THE CHAIRMAN:  I'm not prejudging that because I haven't

          18       discussed it.  So it may be that you need to consider

          19       that as part of your application.

          20   MR LITTLE:  Well, I think actually --

          21   THE CHAIRMAN:  I don't think we can take it any further at

          22       this juncture, other than to allow you the opportunity,

          23       for obvious reasons, to speak to Mr Bobbi to see whether

          24       or not there is anything in there that he would need to

          25       bear in mind when he comes to give his evidence.
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           1   MR LITTLE:  Yes.

           2   THE CHAIRMAN:  But we reserve, and you can reserve your

           3       position on how you want to deal with this, until you've

           4       made your application, probably tomorrow.

           5   MR LITTLE:  Yes.

           6   MR LYNCH:  Tribunal, I can clarify that last point that

           7       Mr Little made.

           8   THE CHAIRMAN:  I think you can do that, I don't think we

           9       need to be troubled by it at this juncture, we're having

          10       an open mind as to when this document was produced and

          11       why and whether it predated that document, et cetera.

          12   MR LYNCH:  Yes.

          13   THE CHAIRMAN:  And if you maybe look for an explanation to

          14       Mr Little which will satisfy him but as far as we're

          15       concerned, the only thing we need to have at the moment

          16       is an adjournment to allow Mr Bobbi to consider the

          17       matter.

          18   MR LYNCH:  Yes.

          19   MR LITTLE:  I agree with that, sir, I think one minute

          20       outside will clarify it, and the other subject at an

          21       appropriate time in the next 24 hours, and I'll just

          22       take one minute now with Mr Bobbi.

          23   THE CHAIRMAN:  You can have longer than a minute.  I don't

          24       think you actually mean one minute, because that's not

          25       a lawyer's minute.  We'll give you until 11.30, okay,
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           1       that's ten minutes, that's a lawyer's minute, all right.

           2   MR LITTLE:  Okay.

           3   MR LYNCH:  Yes.

           4   THE CHAIRMAN:  I'm not getting at you, Mr Lynch.

           5   MR LITTLE:  I should also say that Mr Bobbi has a flight to

           6       get this afternoon.

           7   THE CHAIRMAN:  What time?

           8   MR LITTLE:  He needs to leave no later than 1.30.

           9   THE CHAIRMAN:  1.30?

          10   MR LITTLE:  I was assuming an hour and a half for evidence.

          11   THE CHAIRMAN:  Can you knock on the door when you're ready.

          12   (11.25 am)

          13                         (A short break)

          14   (11.28 am)

          15   MR LITTLE:  Sir, I should have said that Mr Bobbi has

          16       a flight at 5.00, so we're hoping that he will be able

          17       to get away.

          18   THE CHAIRMAN:  I see the point, where is he going, Heathrow?

          19   MR LITTLE:  Heathrow.  I am hoping that we'll finish by

          20       1.00, 1.15, or something like that.  My evidence in

          21       chief will be very short. (Pause).

          22   THE CHAIRMAN:  Right, Mr Bobbi has to be away by 1.30, so we

          23       expect now no slippage -- he has to be away 1.30 -- in

          24       fairness to him.  The shame is we didn't know about this

          25       difficulty before now, but there we are.
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           1           Right, can you call Mr Bobbi, then, please.

           2   MR LITTLE:  Yes, Mr Bobbi, please.

           3   THE CHAIRMAN:  There should be a card there, Mr Bobbi, are

           4       you going to affirm or swear on the bible.

           5                        MARK BOBBI (sworn)

           6   THE CHAIRMAN:  Thank you, Mr Bobbi.

           7                Examination-in-chief by MR LITTLE

           8   MR LITTLE:  Mr Bobbi, can you give your full name and

           9       address, or confirm it's as on the witness statement.

          10   A.  Yes, my name is Mark Anthony Bobbi, 104 Hammock Circle,

          11       Saint Augustine, Florida.

          12   Q.  Can you confirm this is your witness statement and

          13       signed and dated by you?

          14   A.  This is my witness statement, yes.

          15   Q.  I'm going to move fairly rapidly through the evidence in

          16       chief.

          17           Mr Bobbi, can you say something about what would be

          18       normal due diligence processes, as you understand it,

          19       for a major investment in monitoring investments and

          20       programs, and what would normally take place and the

          21       sort of work you've done in the past in this area?

          22   A.  My experience is that when any company in aerospace is

          23       considering --

          24   THE CHAIRMAN:  Mr Bobbi, sorry to stop you.  I'm doing my

          25       best to keep up with the typing, and I don't type very
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           1       quickly, so can you just bear that in mind and try and

           2       slow it down.  I got as far as "my experience is when

           3       a company is".

           4   A.  Considering significant investment in a new product,

           5       whether it be their own or a customer's, that they use

           6       multiple sources of external and internal market

           7       information and forecast before making a final decision.

           8   THE CHAIRMAN:  I see.

           9   A.  I participated in many such efforts, both inside the

          10       industry while I was at Pratt & Whitney and as

          11       a consultant over the last 11 years.

          12   THE CHAIRMAN:  So, many such exercises?

          13   A.  Yes, sir.

          14   MR LITTLE:  My second question relates to the major global

          15       players in terms of external forecasting.  Could you

          16       name who would be regarded as being the premier

          17       companies in terms of external market forecasting for

          18       products.

          19   THE CHAIRMAN:  You don't need to name them.  How many of

          20       them are there?

          21   A.  Probably a half dozen, no more than that.

          22   MR LITTLE:  And typically, whenever a company is making

          23       significant investments, how many reports -- what would

          24       it tend to do, in terms of those exercises you're

          25       generally involved in, how many market reports, or what
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           1       would it generally involve?

           2   A.  If they don't have their own market forecasting

           3       organisation they would most likely acquire at least two

           4       or three outside sources, but never depend on just one

           5       source.

           6   THE CHAIRMAN:  Okay.

           7   MR LITTLE:  I'm now turn to go the A340 programme itself,

           8       you used to work for Forecast International for 11

           9       years?

          10   A.  That's correct.

          11   Q.  You know that business well.  Can you say a little bit

          12       about the processes which the various analysts use, what

          13       is it they usual do or consider in their activities?

          14   THE CHAIRMAN:  This is going somewhat beyond the witness

          15       statement and the reports, I'm a bit concerned that we

          16       are --

          17   MR LITTLE:  It's not background information you need --

          18   THE CHAIRMAN:  I'm a bit concerned that we are going to

          19       stray beyond what's in the reports, I mean, you know,

          20       you have had a long time to get everything into the

          21       witness statements, for Mr Lynch to know what's coming.

          22       Can we just try and keep the evidence in chief now to

          23       what's specifically flagged up in the witness statement

          24       and reports.

          25           Just briefly, you worked for Forecast International,
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           1       I suppose there's no harm in telling us, how do they go

           2       about their task when they're going to prepare

           3       forecasts?

           4   A.  When I was there, the process was simply the bottoms up

           5       exercise, bottoms up forecast on every individual

           6       aeroplane.

           7   THE CHAIRMAN:  What does that mean?

           8   A.  It basically means you look at a potential airline

           9       customer, how many orders are in the backlog, previous

          10       rates, you look out five or six years --

          11   THE CHAIRMAN:  Customers, what else did you say?

          12   A.  Order backlog, and you look out four and five years

          13       beyond the existing backlog to term a future production

          14       rate or sales rate.  Their process is not very

          15       sophisticated and it's not based on a mathematical model

          16       which begins with traffic and capacity and productivity.

          17   THE CHAIRMAN:  Right.  It's an intelligent guesstimate?

          18   A.  Subjective.

          19   THE CHAIRMAN:  It is subjective?

          20   A.  Yes, it is.

          21   THE CHAIRMAN:  But if I was to record it's something of an

          22       intelligent guesstimate, is that fair or not?

          23   A.  That's a fair description.

          24   THE CHAIRMAN:  It's a fair description?

          25   A.  Mmm hmm.
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           1   THE CHAIRMAN:  Yes.

           2   MR LITTLE:  Okay, now I'm going to concentrate questions on

           3       A340, the programme itself at the outset and then 2006.

           4   THE CHAIRMAN:  Please bear in mind now we do have a lot of

           5       evidence already from Mr Bobbi by way of his reports and

           6       what's in his witness statement, so I'm not sure that

           7       you really ought to be asking additional questions

           8       unless there's something that you feel has not been

           9       clarified or needs to be clarified.

          10   MR LITTLE:  Right.  Let's get on with cross-examination,

          11       then.

          12   THE CHAIRMAN:  If there are areas of challenge in

          13       cross-examination, you can return to those.

          14   MR LITTLE:  Pick it up in re-examination, no problem, I'll

          15       do that.

          16   THE CHAIRMAN:  I don't want to stop you --

          17   MR LITTLE:  I'm comfortable.

          18   THE CHAIRMAN:  What we don't want is repetition of existing

          19       evidence, and that's what will happen if you ask him

          20       simply to repeat what's in the document before us.

          21                  Cross-examination by MR LYNCH

          22   MR LYNCH:  Mr Bobbi, if we go to paragraph one of your

          23       witness statement, am I right in saying that you are not

          24       by training a scientist, that wasn't --

          25   A.  That's correct.
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           1   Q.  Yes.  And your career in the aviation industry hasn't

           2       been as a scientist?

           3   A.  That's correct.

           4   Q.  And I'm right also in saying, am I not, that you are not

           5       an accountant?

           6   A.  That's also true.

           7   Q.  And we do know, however, that certainly for a period in

           8       your career, you did indeed work for

           9       Forecast International?

          10   A.  Yes, I did.

          11   Q.  And it would certainly be right to say that it's an

          12       extremely well known journal within the aviation

          13       industry?

          14   A.  Yes, it still is.

          15   Q.  And it would be a standard reference point within the

          16       industry, one of the standard ones that people would go

          17       to?

          18   A.  That's correct.

          19

          20   Q.  If we could stay with Forecast International, I wonder,

          21       could we pick up our volume 8.

          22           Tribunal, the three volumes you will essentially

          23       need for Mr Bobbi are 8, 9 and 10, so if you can have

          24       those, roughly speaking, to hand.  We start with

          25       volume 8.
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           1   A.  Mmm hmm.

           2   Q.  If we could go to ... I'm so sorry, it's volume 7, in

           3       fact.

           4           If we go to page 2924, volume 7, we see the

           5       Forecast International publication for April 2007, do

           6       you see that?

           7   A.  Yes.

           8   Q.  And as at that date, if we go to page 2931, they set out

           9       the contracts, orders and options, do you see that?

          10   A.  Yes, I do.

          11   Q.  And as at that date, that totals to 69, I think

          12       Mr Little and I can agree on that.

          13   A.  All right.

          14   Q.  Although the writing is rather small, if you could move

          15       through to page 2934, for the period between 2007 and

          16       2016 they are estimating 117 new planes.

          17   A.  No, that's not correct, they're forecasting 127.

          18   Q.  127, so even more than I was suggesting?

          19   A.  That's right.

          20   Q.  And there are four nacelles for each plane.

          21   A.  That's right.

          22   Q.  You appreciate, don't you, that the issue in this case

          23       was whether Mr Little had reasonable grounds to believe

          24       that Magellan was in breach of its legal duties in terms

          25       of accountancy principles?  Were you aware that that was
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           1       the issue?

           2   A.  I know there was an issue over -- well, the issue of the

           3       A340 nonrecurring and what was the basis for the financial

           4       predictions based on, this or other forecasts for

           5       Magellan.

           6   Q.  I see, but obviously you weren't aware that the central

           7       issue involved in this case was whether or not Mr Little

           8       had from an accountancy point of view --

           9   A.  Right, not until 2008.  I became aware of it as an

          10       accountancy issue, or a financial issue in 2008.

          11   Q.  And you appreciate that the issue was whether or not

          12       Mr Little had reasonable grounds to believe that

          13       Magellan was in breach of its legal duties?  Did you

          14       appreciate that, or not?

          15   A.  Yes, I believe so, yes.

          16   Q.  You say you believe so, tell the tribunal if you were,

          17       perhaps you just aren't familiar with it?

          18   A.  After 2008 and after having reviewed various documents,

          19       yes.  I understand that to be the case.

          20   Q.  Are you aware of what period is under scrutiny, in terms

          21       of Mr Little's reasonable belief or lack of it as to the

          22       breach of legal duties, what period do you understand

          23       was the relevant time we're looking at?

          24   A.  Year 2006, 2007.

          25   Q.  Certainly the summer of and autumn of 2006, isn't it?
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           1   A.  I believe so, yes.

           2   Q.  Yes.  And so, obviously, we need to focus on information

           3       in regard to that period, correct?

           4   A.  Or available to that time, yes.

           5   Q.  And we've seen that in regard to Forecast International,

           6       which is, it's agreed, is it a leading journal in the

           7       area, that in regard to Forecast International, some

           8       months after the summer and autumn of 2006, they were

           9       predicting sales of 127 planes through to 2016, correct?

          10   A.  Correct.

          11   Q.  And those nacelles on the A340, they were made by

          12       Rolls-Royce, aren't they?  The engines were made by

          13       Rolls-Royce?

          14   A.  Engines made by Rolls-Royce, that's correct.

          15   Q.  And they would have their own research units in terms of

          16       market demand and those matters?

          17   A.  They had their own international forecasting but also

          18       require independent sources where necessary.

          19   Q.  Yes, and it would be sensible for a supplier such as

          20       Magellan to inquire of Rolls-Royce as to what their

          21       projections were, were they, for example, consistent

          22       with Forecast International?

          23   A.  I believe so, yes.

          24   Q.  Are you aware that Mr Neill of Magellan did indeed do

          25       just that?
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           1   A.  No, I'm not aware of that.

           2   Q.  Likewise, Airbus would have its own research department,

           3       wouldn't it?

           4   A.  Of course.

           5   Q.  Once again, it would obviously be intelligent and right

           6       for Magellan to make inquiries of Airbus in that regard?

           7   A.  Of course.

           8   Q.  Once again, am I right in assuming you are not aware of

           9       whether or not Magellan did indeed make inquiries of

          10       Airbus?  That's not something you know about, is it?

          11   A.  Other than inquiries made by Mr Little, no.

          12   Q.  Looking at that, were you aware that Mr Little himself

          13       was interviewed and in discussions with

          14       PricewaterhouseCoopers for many hours, in connection

          15       with his complaints made after the termination of his

          16       employment, that Mr Little was interviewed and in

          17       discussions with PricewaterhouseCoopers for many hours

          18       about his supposed concerns, were you aware of that?

          19   A.  Yes.

          20   Q.  Were you also aware of the opportunity to Mr Little had,

          21       as part of that process, to produce whatever data he

          22       wished for PricewaterhouseCoopers' attention in regard

          23       to likely sales of the A340?

          24   A.  Yes.

          25   Q.  Do you know what he did provide, if anything?
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           1   A.  I believe he provided his own assessment.

           2   Q.  But no other projection?

           3   A.  His assessment was likely based on a variety of sources.

           4   Q.  You don't know what it was based on, do you?

           5   A.  At this moment, no, I can't think, no.

           6   Q.  And you don't know whether he did or didn't provide any

           7       other projections, published projections for

           8       PricewaterhouseCoopers, do you?

           9   A.  He may have provided the Teal Group report and other

          10       reports.

          11   THE CHAIRMAN:  You don't know is the answer, is it?

          12   A.  I'm trying to recall, I've seen lots of documents over

          13       the course of the last several months.

          14   THE CHAIRMAN:  Okay, so you're not sure?

          15   A.  You're asking me whether Mr Little has provided other

          16       forecasts.

          17   THE CHAIRMAN:  Do you know it, what did you know that he

          18       provided by way of other projections to PwC?

          19   A.  I know he provided my projections and also those of the

          20       Teal Group Corporation.  Teal Group is a company of

          21       similar nature to Forecast International, I'm sure you

          22       know.

          23   THE CHAIRMAN:  Yes.

          24   MR LYNCH:  Did Mr Little tell you he'd provided Teal's to

          25       PricewaterhouseCoopers?
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           1   A.  Yes, he did, and I also saw copies of what he provided.

           2   Q.  Because my understanding is he didn't.

           3   A.  Your understanding?

           4   Q.  My understanding of Mr Little's evidence, he gave

           5       evidence in this tribunal, is that he in fact did not

           6       provide copies of the Teal report to

           7       PricewaterhouseCoopers.

           8   A.  I don't know what his evidence to you was in that

           9       particular case, I know what I've seen.

          10   MR LYNCH:  I see.  If we could in fact go to --

          11   THE CHAIRMAN:  Well, wait a minute, please.  Your evidence

          12       is: the claimant told me that he had provided what you

          13       said he provided and he provided copies of what he had

          14       provided, is that right?

          15   A.  Yes.

          16   THE CHAIRMAN:  When did he tell you that?

          17   A.  I would say, when did I start this report?  There was

          18       a couple of month period where I didn't talk to Brian,

          19       or he couldn't talk to me.  Probably in December 2008.

          20   THE CHAIRMAN:  2008?  Was that in a telephone conversation,

          21       or was it by way of email, or something?

          22   A.  Initial telephone conversation followed by emails,

          23       containing the documents.

          24   MR LYNCH:  Because my understanding is that, although

          25       Mr Little made reference to Teal to PwC and said they
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           1       might want to look at that, he didn't provide them with

           2       any copy at all.

           3   A.  No ...

           4   Q.  You'd understood otherwise, had you?

           5   A.  I saw copies of the Teal Group report, I assumed he'd

           6       provided it to whoever asked for it, during whatever

           7       discovery processes you had.

           8   THE CHAIRMAN:  Wait a minute, that's different, we need to

           9       be precise, I think, or careful, in your use of

          10       language.  Did he actually tell you that he'd provided

          11       the Teal Group forecast or did you assume that he had

          12       provided the Teal Group forecast?  You know, there is

          13       a difference between the two, obviously.

          14   MR LYNCH:  Sorry, Mr Little said something.

          15   THE CHAIRMAN:  You mustn't say anything at all, Mr Little,

          16       obviously it's this gentleman's evidence and his

          17       recollection and we have to make of it what we can.

          18           Was it an assumption on your part, or was it, you

          19       recollect him actually telling you that?

          20   A.   (Pause) I guess I can't really say, sir.  I can say

          21       I saw the documents, I saw the additional, the

          22       Teal Group forecasts, I can't recall specifically

          23       whether he told me he provided them to

          24       PricewaterhouseCoopers.

          25   THE CHAIRMAN:  So it's an assumption, that he had?

                                            38

           1   A.  Yes.

           2   THE CHAIRMAN:  I'm sorry, I don't want to put words in your

           3       mouth.

           4   A.  It's all right.

           5   THE CHAIRMAN:  If you were not told it, you said earlier on

           6       that you believed that you knew that he had provided it,

           7       and therefore it must only be an assumption, mustn't it?

           8   A.  That's correct, yes, you're right.

           9   MR LYNCH:  Thank you very much indeed, tribunal.

          10           Tribunal, I don't want to take a bad point and it

          11       has been confirmed to me that my understanding was

          12       right, the writing was a bit small and I couldn't check

          13       it when I was asking questions, it actually is 117, not

          14       127 that was being forecast, and 127 includes

          15       a different engine.

          16   A.  Oh, that's right.  Mr Lynch is correct, you got me.

          17   THE CHAIRMAN:  Yes.  So it is 117?

          18   A.  117, yes.

          19   THE CHAIRMAN:  Yes.

          20   MR LYNCH:  We've just been discussing Teal, if we stay with

          21       that matter, if we go to page 2982, and that is

          22       volume 8.

          23   A.  Yes, I have it.

          24   Q.  Great, we have Teal there, June 2005, do you see that?

          25   A.  Yes.
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           1   Q.  If we could move through to 2984, and if we make sure we

           2       do indeed focus on the right engine, so we're talking

           3       about the A340-500 and 600, yes?

           4   A.  Correct.

           5   Q.  We have a span there, from 2004 to 2014 the total for

           6       that period for that plane is 242, do you see that?

           7   A.  That's correct.

           8   Q.  If one deducts the number in regard to 2004 and 2005, so

           9       if we focus simply on the number that relates to the

          10       period at 2006 to 2014, Teal are suggesting, in this

          11       report, that there would be a further sale of 166 of

          12       those planes and if we take 23 from that number and so

          13       that will give us the prediction for 2007 to 2014, they

          14       are predicting 143 planes?  Can you follow that?

          15   A.  All right, yes.

          16   THE CHAIRMAN:  So prediction is what date there, it's 2006?

          17   MR LYNCH:  Tribunal, the prediction is June 2005

          18       publication?

          19   THE CHAIRMAN:  Yes.

          20   MR LYNCH:  And Teal is then saying 166 planes between 2006

          21       and 2014, 143 planes between 2007 and 2014, yes?

          22           If we could move through to page 2993.

          23   THE CHAIRMAN:  Sorry, you agree with all that, do you,

          24       Mr Bobbi?

          25   MR LYNCH:  He did, yes.
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           1   A.  Yes.

           2   THE CHAIRMAN:  Thank you.

           3   MR LYNCH:  If we could move through to page 2993, that is

           4       Teal again, isn't it, less than one year

           5       later, April 2006?

           6   A.  That's right.

           7   Q.  And if we could look at what is being predicted there,

           8       the maths is wrong, although they say 163 in regard to

           9       the 500/600, the figure is actually 135.  Can you see

          10       that?

          11   A.  All right.

          12   THE CHAIRMAN:  Do you accept that?

          13   A.  Well, I don't have a calculator, but I can quickly run

          14       through it -- I accept his numbers.

          15   THE CHAIRMAN:  Yes, okay.

          16   MR LYNCH:  If we look at those numbers, as I say, less than

          17       a year later, Teal are saying that in the period 2006 to

          18       2015, in that period, there will be 61 planes sold.  And

          19       in the period 2007 to 2015, if we add together the

          20       numbers there, Teal are saying that there will be 42

          21       planes sold, are you with me?

          22   A.  Yes.

          23   Q.  So we have, in the space of 10 or 11 months, Teal

          24       veering from a prediction of 166 planes or 143, between

          25       2006 and 2014, to 61 and 42.  Yes?
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           1   A.  There's good reason for that.

           2   Q.  Well, you would agree it is quite an extraordinary and

           3       eye-catching change of view?

           4   A.  And understandable, considering the market.

           5   Q.  Well, you see, what might be as understandable

           6       a response to that kind of veering away from an earlier

           7       prediction is that these predictions are actually pretty

           8       shaky, that you can't put much faith in them.  You know,

           9       within 10 or 11 months, they're moving from 166 to --

          10   A.  I would disagree with that.

          11   Q.  You can see why a reasonable person may well take the

          12       view that, quite frankly, if Teal are veering around the

          13       potential curve of sales like that, that you could see

          14       how a reasonable person could take the view that that is

          15       a cause for concern?

          16   A.  Only if there was no rationale or explanation in the

          17       report for why the forecast changed, then a reasonable

          18       person could make an assumption that this is not based

          19       on fact of any kind.

          20   Q.  Would you at least agree that it would be a reason to be

          21       cautious about Teal's reports?

          22   A.  You should be cautious about anyone's forecast, not just

          23       Teal --

          24   Q.  Perhaps particularly if one has those variations?

          25   A.  On the contrary, I have more faith in their forecasts
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           1       than a forecast that continues to predict production and

           2       sales of an aircraft that has long since lost its market

           3       flavour.

           4   Q.  We're talking a period of 10 or 11 months, a short

           5       period.

           6   A.  But during that period the competitive aeroplane outsold

           7       the A340 by ten to one --

           8   Q.  It wasn't a new plane --

           9   A.  -- it was a new plane, yes, sir.

          10   Q.  If we could move to Merrill Lynch, they are investment

          11       bankers, not specialists in aviation?

          12   A.  They have a research department.

          13   Q.  But they are an investment banking firm, aren't they?

          14   A.  Yes, they are.

          15   Q.  We've looked at the issue of future sales in the various

          16       forecasts, we have a Forecast International, we've

          17       looked at the changing picture portrayed by Teal, if we

          18       could move to a rather different topic, staying in the

          19       same volume, to your report at 3022.

          20           If we perhaps pick it up at the beginning, your

          21       report starts at 3015, so you can orientate yourself?

          22   A.  Correct.

          23   Q.  If we could pick it up at page 3022, opening paragraph,

          24       you predict there that the range for new spare nacelles

          25       is between 100 and 300.
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           1   A.  100 and 300, yes.

           2   Q.  Yes, and that obviously is a pretty wide margin, isn't

           3       it?

           4   A.  Yes, it is.

           5   Q.  And it would be right to say that that wide margin

           6       illustrates the difficulty in trying to predict the

           7       likely level of spares?

           8   A.  At that particular time, yes.

           9   Q.  Yes.  And of course, that time was August, the end

          10       of August 2007.

          11   A.  That's correct.

          12   Q.  So that's a year after the relevant period in our case,

          13       which is the summer and early autumn of 2006?

          14   A.  That's right.

          15   Q.  Yes.  But all of your reports are based on your thoughts

          16       at the time of writing your reports, aren't they?

          17   A.  Of course.

          18   Q.  Yes.  If we have a very wide range, like somewhere

          19       between 100 and 300, predicting the likely level of

          20       spares, it's implicit in that, it's obviously a matter

          21       in which reasonable people can have different views,

          22       there can be a range of views?

          23   A.  Of course.

          24   Q.  Yes.  Of course, when you calculated this range of 100

          25       to 300 spares, you did not embody in that, did you, any
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           1       reference to the argument that the lifespan of the

           2       relevant unit was around 40,000 flying hours?  That's

           3       right, isn't it?

           4   A.  That's correct, I did not have access to any of the

           5       technical information on the life, the estimated life of

           6       the cell components we're talking about.

           7   Q.  If we could now move through to volume 9 and to your

           8       second report -- no, wait.  Just checking that, it may

           9       even be volume 10, just one second.

          10           I'm so sorry, I think it's in fact volume 10.

          11       I hope the witness has a volume 10.

          12   THE CHAIRMAN:  Yes.

          13   MR LYNCH:  We find your report in volume 10 and I hope our

          14       pagination is all the same, it's at 3890B as far as I'm

          15       concerned, do others have that?  That's the report

          16       of January 18, 2009.

          17   A.  I have no 3890B.

          18   MR LITTLE:  The interim report is not in the bundle, it's

          19       just the final report.

          20   THE CHAIRMAN:  We have the --

          21   A.  Oh, here it is, it's just out of sequence.

          22   THE CHAIRMAN:  Yes, interim status.

          23   MR LYNCH:  What page do you have it, sir?

          24   THE CHAIRMAN:  3890B.

          25   MR LYNCH:  That's January 2009.
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           1   THE CHAIRMAN:  I think we simply have one page.

           2   MR LITTLE:  Yes.

           3   A.  Yes, that's all.

           4   MR LITTLE:  The final report is in the document and

           5       it's March 2, 2009.

           6   MR LYNCH:  I have that as well.

           7   THE CHAIRMAN:  We don't have anything behind 3890B, just the

           8       page saying January 18, 2009.

           9   MR LYNCH:  Very well.

          10   A.  Mine is complete.

          11   THE CHAIRMAN:  You have a full set, the full report there,

          12       do you?

          13   A.  Yes, sir.

          14   MR LITTLE:  Is that the 2 March report or the January

          15       report?

          16   A.  January 18.

          17   MR LITTLE:  Okay, both of them in there?

          18   A.  No, just the January 18.

          19   MR LYNCH:  Are you sure about that?

          20           (Further brief discussion regarding the document)

          21   MR LYNCH:  Tribunal, I have two reports of 2009, one is

          22       page 2890B to 2890S, all the pagination is in

          23       Mr Little's handwriting, and that is the January 18,

          24       2009 report, that is 16 pages long.

          25   A.  Mmm hmm.
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           1   MR LYNCH:  I then, at 3890AA --

           2   THE CHAIRMAN:  3890.

           3   MR LYNCH:  3890AA I have the March 2 report.

           4   A.  I have it there.

           5   THE CHAIRMAN:  We have the March report in its fullest

           6       extent.

           7   MR LITTLE:  Yes.

           8   THE CHAIRMAN:  We don't have the interim report in

           9       the January at any point.

          10   MR LYNCH:  Apart from the cover page, you have the cover

          11       page?

          12   THE CHAIRMAN:  We have the cover page.  Are you going to

          13       take him to a particular point?

          14   MR LYNCH:  I was going to, I'm just looking for what I have

          15       to.

          16   MR LITTLE:  This is the period I was in purdah, basically.

          17   MR LYNCH:  It's nothing to do with being in purdah, these

          18       were documents provided to us by Mr Little with this

          19       pagination.

          20   THE CHAIRMAN:  It's obviously not found its way into our

          21       bundle, that may be because they have been handed up and

          22       we've not put them in.

          23           Ask the question and we'll need to see a copy of it,

          24       ultimately, obviously, but --

          25   MR LYNCH:  Well, tribunal, yes.  I'll take the witness to
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           1       the relevant page.

           2   THE CHAIRMAN:  Yes, you can certainly ask questions on it.

           3   MR LYNCH:  Tribunal, just for your note, Mr Bobbi, if we

           4       move through to 3890G.

           5   A.  Yes.

           6   Q.  It's the second paragraph, the heading is "spares".

           7   A.  Right.

           8   Q.  There, you calculate that the number of spares is 100 to

           9       130?

          10   A.  Correct.

          11   Q.  Now, of course, the report we're looking at now, which

          12       the tribunal doesn't unfortunately have, the report

          13       we're looking at now is January 2009 and we know you

          14       wrote it on the basis of what you believed as

          15       at January 2009.  By this time, of course, we're quite

          16       a long way past, aren't we, our relevant period of the

          17       summer and early autumn of 2006?

          18   A.  Yes.

          19   THE CHAIRMAN:  So the calculation is based on your opinion

          20       at that time, as you said?

          21   A.  Yes, sir, that's what I was asked to provide.

          22   THE CHAIRMAN:  Yes.

          23   MR LYNCH:  So what we have between your original report in

          24       late August 2007 and this report of 2009, we have

          25       a change in your view between your predictions as to
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           1       spares being somewhere between 100 and 300 and your

           2       prediction being 100 to 130?

           3   A.  That's correct.

           4   Q.  And indeed you change your view again, don't you,

           5       because if we go to paragraph 4 D of your witness

           6       statement, and it's the second paragraph under the

           7       letter D, it's page 5, penultimate paragraph on page 5

           8       of your witness statement, you say there that the

           9       maximum for spares is 112, in your estimate?

          10   A.  Mmm hmm.

          11   THE CHAIRMAN:  And that would be as of May 2009, when you

          12       wrote the witness statement?

          13   A.  Yes.

          14   THE CHAIRMAN:  Thank you.

          15   MR LYNCH:  If we stay with 3890G, you say there that you had

          16       originally predicted 100 to 300, you now say 100 to 130

          17       for spares, you then go on to say that that forecast,

          18       100 to 130, is far lower than the Magellan forecast of

          19       190.  Do you see that?  Yes.

          20   Q.  But even if we look in August 2007, a year after the

          21       relevant events, even if we look at August 2007, the

          22       Magellan prediction you refer to there of 190 is below

          23       half way between your range in August 2007, isn't it?

          24       You said somewhere between 100 and 300, the mid-way

          25       point is 200, Magellan's 190 is below half way?
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           1   A.  Mmm hmm.

           2   Q.  Yes.

           3   A.  Correct.

           4   Q.  So on any view, even in August 2007, a year after

           5       relevant events, on your evidence, Magellan's view of

           6       190 would not be unreasonable, because it's right in the

           7       middle or lower middle of your range as at August 2007,

           8       correct?

           9   A.  Yes.

          10   Q.  And I'm sorry to make us all somewhat dance around, but

          11       I wonder if we could go back to your original report,

          12       just for a second, that's the August 2007 one.

          13   A.  Volume?

          14   Q.  We find that at page 3022?

          15   A.  Which volume is that in, again?

          16   Q.  That's volume 8.

          17   A.  3015.

          18   Q.  Yes, and if you look at page 3022, I just wonder if you

          19       could help me by what you meant on a particular matter.

          20       We've looked at this paragraph before, at page 3022 but

          21       not from this angle.

          22   A.  Mmm hmm.

          23   Q.  In terms of the opening paragraph on page 3022, you

          24       refer to the cost of investing in repairs, given the

          25       size of the fleet.  Do you see that?
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           1   A.  Yes.

           2   Q.  I wasn't quite sure what you meant by that but would

           3       I be right in saying that that would suggest, if there

           4       is going to be any repair work, it would not be being

           5       done in house by customers, because it would be too

           6       expensive, if there were any repair work, it would have

           7       to go back, for example, to outfits like Magellan?

           8   A.  Well, that's not what I meant here, if you look at line

           9       two, where I say we expect some third part repair parts,

          10       that should be third party, that's an error, third party

          11       would be independent or what we call in the airline

          12       business PMA, reverse engineering parts.

          13   Q.  But the investment?

          14   A.  The investment for an independent, a non airline

          15       customer, would be prohibitive.  An airline customer

          16       could certainly justify the investment?  A repair, even

          17       with a small fleet.

          18   Q.  But in terms of who would do the repair, then the person

          19       who would be doing the repair, if the investment is very

          20       high, would be much more likely to be an outfit like

          21       Magellan, who produced the piece, than others, who would

          22       have to invest money in setting up the repairing

          23       facility, that's right, isn't it?

          24   A.  No, that's not true, the high investment would be for an

          25       entity not familiar with the component, not owning the
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           1       aeroplane, and the engineer, the cell combination,

           2       entering that market, an independent party, a third

           3       party, a reverse engineering firm, a PMA firm, the

           4       investment would be prohibitive.  For an airline with 10

           5       or 15 aeroplanes, it would certainly be reasonable for

           6       them, with a significant maintenance infrastructure, to

           7       invest in repair, and most major airlines, with their

           8       own overhaul and repair activities, do their own

           9       repairs.

          10   Q.  Perhaps we can agree on this.  You certainly wouldn't be

          11       suggesting, would you, that Magellan would be excluded

          12       from the repair function?  It would obviously be part of

          13       the responsibilities that could go to Magellan, to do

          14       repairs, and indeed, that happens?

          15   A.  It happens occasionally but the --

          16   Q.  Well --

          17   A.  In this industry, the bulk of nacelle repair components

          18       resides with the customer.

          19   Q.  We may not agree on that matter but I'm not sure we need

          20       tarry longer, dealing with that?

          21   A.  Right infrastructure.

          22   Q.  But all these predictions -- and I think we can now put

          23       away that volume, I just wanted to cover that particular

          24       matter as to what you'd meant by that.

          25   A.  All right.
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           1   Q.  All your predictions, whether 100 to 300 or 100 to 130

           2       or 112 spares, it's common ground, isn't it, that those

           3       calculations were made without reference to any

           4       submission that there was a 40,000 hour, a more or less

           5       40,000 hour lifespan to the Magellan unit, that's right,

           6       isn't it?  You didn't take that into account, in your

           7       calculations about replacements and spares?

           8   A.  No.

           9   Q.  Right.  If we could turn to that matter, and if you

          10       could go to volume 9, if you could go to page 3617?

          11   A.  Yes.

          12   Q.  If we look at the top and the middle emails -- in fact,

          13       maybe it's perhaps best to look at the whole range of

          14       emails on 3617 through to 1618, I'm not sure how far

          15       we've looked at those before in this hearing.

          16   A.  Mmm hmm.

          17   Q.  It's clear, isn't it, that Dr Thamburaj is expressing

          18       concerns there about the lifespan of the BETA21 material

          19       that is now being used in the Magellan unit?

          20   A.  Mmm hmm.  That's correct.

          21   Q.  And if we could go through to page 3621, we see there,

          22       don't we, in greater detail, the rationale for the

          23       doctor's view?

          24   A.  I do.

          25   Q.  And if we could look through to page 3622, we see there
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           1       a paper by a Mr Sansoz and others, do you see that?

           2   A.  Yes.

           3   Q.  And consideration of the opening synopsis reveals that

           4       that is a paper that is also examining this same concern

           5       about the frailty or limit to the durability of this

           6       same BETA material type titanium?

           7   A.  That's right.

           8   Q.  And if we move our eye down those two columns of the

           9       body of the text, at page 3622, you can pick up

          10       references, if one keeps a sharp eye out for footnotes

          11       and capital letters indicating names, we see, don't we,

          12       that the number of writers, we have Mr Schultz,

          13       Mr Wallace et al, we have Weidemann, we have Parris and

          14       Bania.

          15           We see that a number of writers have likewise

          16       expressed concerns about the durability of that

          17       material, correct?

          18   A.  Yes.

          19   Q.  Yes.  So it's right, plainly, to say that Dr Thamburaj's

          20       view, which we saw just a few minutes earlier, it's

          21       right to say that that's very far from an unitary view?

          22   A.  I'm sorry?

          23   Q.  It's very far from an unitary view on the part of

          24       Dr Thamburaj, others have also, other scientists, have

          25       likewise expressed concerns about the durability of this
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           1       material?

           2   A.  Well, yes, because they have all used the same basic

           3       test methodology and they would come to the same

           4       conclusion.

           5   Q.  But you're not a scientist, are you?

           6   A.  No, but I'm very familiar with --

           7   Q.  No, but you're not a scientist?

           8   A.  No.

           9   Q.  And so you're not in a position to assess the scientific

          10       value and --

          11   A.  No, I disagree with that entirely.

          12   Q.  I see.  Do you think it might be a help if you were

          13       a scientist to assess what the Sansozes and

          14       Dr Thamburajs of this world are doing?

          15   A.  It's more of a help that I understand how engines and

          16       aircrafts are developed and what kinds of tests are used

          17       to determine suitability of variation materials.

          18   Q.  We'll come on to that question of style of test in just

          19       a second, but Mr Bobbi, if you just focus on the

          20       question, do you agree, in terms of your giving little

          21       or no weight to these analyses, do you agree that if

          22       that's the position you want to adopt it might be a help

          23       if you were a scientist, but you're not?

          24   A.  Of course.

          25   Q.  Yes.
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           1           Pausing there, and looking at Dr Thamburaj in

           2       particular, he's a doctor of course, because he has

           3       a PhD, not a medical doctor.  His specialism includes

           4       metals and durability, but are you aware that he was

           5       awarded the American Society Award for Metals in 2001,

           6       the National Research Council Award in 2002 for

           7       Technology, that he appears in Who's Who in the

           8       Aerospace Engineering Industry?

           9   A.  Yes, I'm well aware of his qualifications.

          10   Q.  Yes.

          11   THE CHAIRMAN:  Sorry, how would you describe him?  Is he,

          12       I'd use the phrase "eminent", if someone is highly

          13       qualified and well respected in the industry, how would

          14       you describe him?

          15   A.  I would say he was eminent, yes.

          16   MR LYNCH:  It's obviously right, isn't it, that it is of the

          17       first importance, especially in the aerospace industry,

          18       but it is of the first importance that manufacturers

          19       such as Magellan do indeed test the materials that are

          20       involved in their products?

          21   A.  In many cases they do, in many cases they don't.

          22   Q.  But it's obviously, I mean, nothing is more important in

          23       the aviation industry than safety?

          24   A.  Of course.

          25   Q.  And so it's obvious common sense that it is important
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           1       that producers such as Magellan do indeed test the

           2       quality and durability of the materials they're using,

           3       obviously?

           4   A.  Only if there's, in this case, only if there's

           5       a question of the durability.

           6   Q.  Yes?

           7   A.  This material was spec-d for them.

           8   Q.  Plainly there is a question about the durability of this

           9       material, because it's not only the eminent Dr Thamburaj

          10       who is of that view but others who write learned

          11       articles, likewise, have expressed that concern, and so

          12       you are certainly not, I would have thought, going to

          13       sit here before this tribunal and seek to argue with me

          14       about the obvious good sense of firms such as Magellan

          15       testing the safety of their product?

          16   A.  No, but I will argue that the methodology they used was

          17       not complete; as were the tests conducted by

          18       Dr Thamburaj and even by the gentleman who wrote the SME

          19       paper, and if you'd like me to expand on that, I would.

          20   THE CHAIRMAN:  Well, you could certainly tell us how you've

          21       reached that conclusion.

          22   MR LYNCH:  I'm sorry, sir, I have a slightly deaf ear,

          23       I didn't hear.

          24   THE CHAIRMAN:  How he's reached that conclusion.  He argues

          25       that the methodology used was not complete.
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           1   MR LYNCH:  Yes?

           2   A.  These gentlemen used what's called a coupon test, they

           3       take a small piece of the material, put it in a furnace

           4       or an autoclave and heat it to the desired temperature

           5       and leave it for a certain amount of time and base their

           6       analysis on the performance of that material, X-ray,

           7       et cetera, et cetera, they look at the material and see

           8       what it has done.  That's fine if that piece of material

           9       is going to exist in a system that doesn't fly at

          10       40,000 feet at 600 miles per hour and is exposed to

          11       a variety of temperatures and pressures and G-forces.

          12       To appropriately estimate the life of a part, in an

          13       aircraft, it must be tested in real life conditions.

          14       Magellan did not do that.  These other gentlemen did not

          15       test those materials in an aerospace environment, ie, in

          16       the aviation environment.

          17   Q.  Do you know how long Dr Thamburaj has been working in

          18       this industry?

          19   A.  I don't know.

          20   Q.  It's nearly 25 years.  Do you think he's unaware of

          21       views like yours?

          22   A.  I'm sure he's very aware of --

          23   Q.  And yet this eminent man is plainly of the view that the

          24       research that he has done is of clear and great

          25       significance, that's right, isn't it?
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           1   A.  The work that he's done on the test that he did on the

           2       BETA21.

           3   Q.  The test that he did that we have been examining.

           4   A.  That bears no -- little relationship to the actual

           5       operating conditions that the components sees.

           6   Q.  But Mr Bobbi, it's perfectly plain from what

           7       Dr Thamburaj has written that he thinks differently to

           8       you on that, doesn't he?  He is saying that: this is

           9       significant, my findings are significant for the

          10       durability of this product.  You see that, don't you?

          11   A.  Well, and as eminent as he is, he could be wrong.

          12   Q.  I suppose we all could be wrong.

          13   A.  That's right.

          14   Q.  But perhaps you would agree that you're less likely to

          15       be wrong about such a matter if you're an eminent

          16       scientist with 25 years' experience -- he started in

          17       1985 -- would you agree you're less likely to be wrong

          18       if you're an eminent scientist who has been working in

          19       the field for 25 years than if you're a person without

          20       those qualifications and experience?  That's right,

          21       isn't it?

          22   A.  Not knowing the environment he was working in or what

          23       kinds of political or executive pressures he may have

          24       been under, I can't really say that.

          25   Q.  He's an eminent scientist, you're not suggesting for

                                            59

           1       a second, are you, that he was expressing his scientific

           2       opinion other than in a way that was in complete good

           3       faith?

           4   A.  I agree with that.

           5   Q.  Yes, good.

           6           If we could pursue this point a bit more, because

           7       it's a point you make in your report -- and again,

           8       Tribunal, I'm sorry, but this is in the interim report

           9       and I think has not made its way into the tribunal's

          10       bundles, obviously copies will be provided.  Tribunal,

          11       for your note, it's page 3890P.  If you could look at

          12       page 3890P, last paragraph on that page.

          13   A.  Yes.

          14   Q.  You refer to a point similar to what you have said a bit

          15       earlier about the coupon test, but you then go on to say

          16       that a complete test, to paraphrase, could only be

          17       accomplished if the plane were flying at high altitude,

          18       and you say, "Magellan was not in a position to do this,

          19       due to the enormous cost", correct?

          20   A.  Mmm hmm.

          21   Q.  So Magellan weren't in a position to test it in the way

          22       that you refer to there, in actual practice, in the air,

          23       high altitude, et cetera, correct?

          24   A.  That's right.

          25   Q.  And so as a result, if Magellan is to do what we agreed
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           1       earlier was obviously the right thing for a producer or

           2       manufacturer to do, to test the safety of its product,

           3       then of course in those circumstances what the

           4       manufacturer must do is indeed to conduct experiments

           5       like the one conducted by Dr Thamburaj, that's right,

           6       isn't it, that must follow?

           7   A.  That would be part of it.

           8   Q.  Part of it, yes, but you agree it's certainly part of

           9       it, because of the enormous cost, it would be impossible

          10       for a Magellan concern to do it, yes?

          11   A.  The customer could have borne the expense.

          12   Q.  Likewise, in addition to that, we, I think, did at least

          13       agree, although we debated the ratios, we did agree,

          14       didn't we, that Magellan would have some repair work

          15       coming back to it?

          16   A.  The possibility.

          17   Q.  Yes, and indeed, it did happen.  In that regard, of

          18       course, the inspection of the units through the repair

          19       work itself would allow Magellan insight into how far

          20       actually used units were indeed exhibiting the traits

          21       that Dr Thamburaj has said he imagines would be?

          22   A.  That's correct.

          23   Q.  Yes. (Pause).

          24           You criticise both Magellan and Dr Thamburaj in your

          25       report on the basis that they confuse repairs and the
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           1       need for spares.  Tribunal, just to, in a nutshell, what

           2       I think, as I understand it -- Mr Bobbi will correct me

           3       if I am wrong -- as I understood Mr Bobbi's reports,

           4       it's one thing to talk about repairing a piece but

           5       another that you have to provide a spare or new piece.

           6           If we could have a look at that, and if we could go

           7       back to, I am afraid this takes us yet again to another

           8       volume, if we could go again to volume 9, that's where

           9       you have to have been, and if we could look again at

          10       Dr Thamburaj's report, and that takes us back to 3617,

          11       if you could look again at Dr Thamburaj's email of

          12       12 March to Mr Neill, and in particular if you look

          13       again at the third and fourth paragraphs.

          14   A.  Yes.

          15   Q.  What I suggest to you is that what Dr Thamburaj is

          16       plainly writing about is indeed the service life of

          17       these units.  You see that, don't you?

          18   A.  Yes, I do.

          19   Q.  What I suggest to you is this: that although, within

          20       that context, he once uses the word "repair", towards

          21       the very end of the email, what I suggest to you is that

          22       on a fair reading of that email it's plain that what

          23       Dr Thamburaj is saying is that the durability or

          24       lifespan of those units is 40,000 flying hours.  That's

          25       right, that's a fair view?
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           1   A.  In paragraph 2 and -- yes, of course, they've said that

           2       repeatedly.

           3   Q.  Exactly, good, and that relates to replacement, doesn't

           4       it, spares rather than repairs.  If that's the lifespan

           5       of the unit, then once the lifespan is over it's

           6       a question of a replacement, other than repairs, that's

           7       right, isn't it?

           8   A.  Not necessarily.

           9   Q.  Well, but that would be the obvious inference to draw,

          10       wouldn't it, from what Dr Thamburaj is saying.  The

          11       obvious inference to draw is that that is the service

          12       limit, that's the lifespan of the unit, and obviously,

          13       if the lifespan is that, then one needs a new unit when

          14       its lifespan is spent.  That's the obviously sensible

          15       reading of Dr Thamburaj's email, that's right, isn't it?

          16   A.  He is still confusing spares and repairs.

          17   Q.  I don't think he is, and that's my point.  If we look

          18       again at his email isn't it perfectly obvious that what

          19       Dr Thamburaj is saying is that that is the lifespan of

          20       the unit, that's exactly what he says.

          21   A.  He's estimating it's the lifespan of the unit.

          22   Q.  At least we can agree on that.  It's a matter for the

          23       tribunal to perhaps take a view as to whether it has to

          24       take an extra step to interpret that.  The tribunal can

          25       determine whether that plainly means the actual lifespan
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           1       of the unit.

           2   A.  Estimated lifespan.

           3   Q.  Yes.  And likewise, when we go to the detail of

           4       Dr Thamburaj's analysis, at page 3621, we see, don't we,

           5       in the opening paragraph of 3621, that Dr Thamburaj is

           6       referring to the service life of the components, do you

           7       see that?

           8   A.  Yes, I do.

           9   Q.  Then if you would be kind enough to pick it up, you see

          10       the calculations, 100,000 over 3, 100,000 over 2.66?

          11   A.  Yes.

          12   Q.  If we look at the next paragraph down, "actual life

          13       limit" is again, obviously, referring to the same

          14       matter, isn't it?

          15   A.  Yes.

          16   Q.  Yes, good.  If we could move on to Magellan's view and

          17       Mr Neill's view about this same matter -- and we can put

          18       volume 9 away and go back to volume 10  (Pause).

          19           The numbering is slightly confusing here.  If we

          20       could start at page 3890AA.  Tribunal, you do have that

          21       one, don't you?

          22   THE CHAIRMAN:  Yes.

          23   MR LYNCH:  That takes us through to 3890UU, and then you

          24       should find that the next page is just a single letter,

          25       and four digits, and that should be 3890W.  Do you have
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           1       that?

           2   THE CHAIRMAN:  Yes.

           3   MR LYNCH:  If we could go to 3890W, Mr Bobbi, are you there?

           4   A.  Yes.

           5   Q.  We have Mr Neill's email to Mr Moore of

           6       PricewaterhouseCoopers.  I know it's a bit compressed in

           7       its typescript.

           8           Tribunal, of course there is a bigger version in the

           9       bundle, if that's a bit small to read.  (Pause).

          10           Mr Bobbi, you can see, can't you, looking at the two

          11       substantive paragraphs -- it actually is a feature of

          12       both those paragraphs -- that Mr Neill makes it

          13       expressly clear that Magellan is simply basing its

          14       calculations for accountancy purposes on spares or

          15       replacements, he's not included anything to do with

          16       repairs.

          17   A.  That's right.

          18   Q.  Good. (Pause).

          19           Thank you, I'm so sorry.

          20           We've just looked at this letter or email from

          21       Mr Neill to Mr Moore of PricewaterhouseCoopers, and so

          22       perhaps we could now indeed turn to the

          23       PricewaterhouseCoopers report.

          24           Tribunal, I'm just going to have a quick look at my

          25       notes to see whether we can put all the other documents
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           1       away, that's to say, whether all the references ...

           2           Not quite, but certainly for a while.

           3           Tribunal, if we could now get out volume 2, just so

           4       you can orientate yourself, Mr Bobbi, the final report

           5       commences at page 607 of that bundle.

           6   A.  Right.

           7   Q.  If we could go through to page 692, and this is the part

           8       of the report which is examining the question of the

           9       amortization that was based on an overall project of

          10       1285 units for the relevant A340 and the observation is

          11       made that given the number of units that had been

          12       provided, the remaining need is 833 units, so that gives

          13       you the text of that.

          14           If you would be kind enough to read paragraph 8.67,

          15       which is page 692 to 693.

          16   A.  Yes, 833 units.

          17   Q.  Yes, just read it to yourself.

          18   A.  Yes, okay.  I've read it several times, I don't need to

          19       read it any more.

          20   MR LYNCH:  It's clear -- well, do if you want to --

          21   THE CHAIRMAN:  He's said he doesn't need to.

          22   MR LYNCH:  It's clear, isn't it, that PricewaterhouseCoopers

          23       is basing itself on a Forecast International report

          24       of April 2007?

          25   A.  That's correct.

                                            66

           1   Q.  So they certainly weren't basing their analysis on any

           2       old or stale report.  That was a report that was

           3       contemporaneous with the investigation of

           4       PricewaterhouseCoopers, correct?

           5   A.  I would say so, yes.

           6   Q.  Although I said earlier that certainly as far as

           7       I understand it, Mr Little didn't provide any other

           8       written reports to PricewaterhouseCoopers, of course you

           9       don't know, do you, what other reports

          10       PricewaterhouseCoopers itself volunteered to look at in

          11       its examination?  That's right, isn't it?

          12   A.  That's right.

          13   Q.  It's also clear that PricewaterhouseCoopers examined

          14       with care the data provided by Dr Thamburaj and Magellan

          15       in regard to the lifespan or expected lifespan of the

          16       units for accountancy purposes, correct?

          17   A.  They took his word, yes.

          18   Q.  Well, they subjected it to examination, if you look at

          19       paragraphs 8.69 to 8.70.

          20   A.  Mmm hmm.

          21   Q.  They scrutinised.

          22   A.  Yes.

          23   THE CHAIRMAN:  You agree that they did, they didn't just

          24       simply take his word without giving it any thought?

          25   A.  Well, they gave it some thought, but certainly not
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           1       a great deal.

           2   MR LYNCH:  Well, how do you -- I beg your pardon, if you

           3       look at the report, it's perfectly clear that they did

           4       indeed give very careful consideration to precisely that

           5       aspect of the amortization calculation.  That's right,

           6       isn't it?

           7   A.  I'm not disagreeing with what they did with his

           8       information, I'm saying that they didn't vet what he

           9       did, they didn't go beyond what Dr Thamburaj did.

          10   Q.  Well, they examined it and considered it, that's right,

          11       isn't it?

          12   A.  They took it at face value and used it.

          13   Q.  Well, they examined and considered it.

          14   A.  (shrugs).

          15   Q.  That's right, isn't it?

          16   A.  Semantics.

          17   MR LYNCH:  You appreciate that these are expert forensic

          18       accountants?

          19   THE CHAIRMAN:  I think what you're saying is that they

          20       looked at what was said but they didn't go to anyone

          21       else to see whether what was said was accurate.

          22   A.  That's correct.

          23   THE CHAIRMAN:  They didn't test it, I think is what you

          24       said.

          25           I hope that's right.
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           1   MR LYNCH:  It's right, isn't it, that if we go to

           2       paragraph 8.72, it's clear, isn't it, that PwC did not

           3       confuse spares and repairs, they focus only on the

           4       question of spares?

           5   A.  From that paragraph, that's correct.

           6           May I add?

           7   THE CHAIRMAN:  Mmm hmm.

           8   A.  Where it says, "Management acknowledging the

           9       unpredictability of repair work", I would say that's

          10       totally incorrect.

          11   MR LYNCH:  Well --

          12   A.  In the context of this type of system, it's very easy to

          13       predict, based on airline history, with similar systems,

          14       that repairs are going to be considered much more than

          15       straight replacements.

          16   Q.  Well, we're certainly agreed, aren't we, that in terms

          17       of the amortization calculation, that repairs should not

          18       be relied upon?  Correct?

          19   A.  And I disagree with that.

          20   Q.  Oh, I thought you --

          21   A.  Absolutely disagree with that.

          22   Q.  You thought repairs ought to have been included?

          23   A.  Absolutely disagree, how could you not?

          24   Q.  That of course would make is such that -- do you

          25       understand what I mean by the amortization issue?
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           1   A.  Yes, I do.

           2   Q.  What do you understand by what I'm saying by that?

           3   A.  The number of sales required to amortize the investment,

           4       over production and spares, over the life of the

           5       programme, and if it doesn't include repairs, then it's

           6       not a true forensic accounting exercise.

           7   Q.  But if it includes repairs, won't that increase the

           8       number of units?

           9   A.  No, on the contrary, it would reduce the number of

          10       spares significantly, they're not additive, it's

          11       a zero-sum game.

          12   Q.  The point is this.  What PricewaterhouseCoopers wanted

          13       to examine was whether the relevant number of units

          14       would be sold?

          15   A.  Right.

          16   Q.  Right.  Now, there were two ways of doing that, of

          17       selling them.  Either new units for new aircraft, right?

          18       Do you understand that?  Yes?

          19   A.  Yes.

          20   Q.  Or new replacement spares.  Right?  For the existing

          21       units.  Do you understand that?

          22   A.  Yes.

          23   Q.  Yes.  Now, PricewaterhouseCoopers made their

          24       calculations on that basis, and it's plainly right,

          25       isn't it --
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           1   A.  No.

           2   Q.  Well, do you agree that if it's the case that Magellan

           3       was creating units both in terms of providing those

           4       units for new aircraft and in terms of providing those

           5       units in regard to being new replacement units, because

           6       the others had -- their lifespan had spent, yes?  Do you

           7       agree that they are both ways in which sales would be

           8       achieved?

           9   A.  They're two of three ways sales are achieved.

          10   Q.  You think that Magellan would sell even more units

          11       because they would also sell units through repairs?

          12   A.  No.

          13   Q.  Fine.  If you don't think Magellan would sell even more

          14       units through repairs, then it was irrelevant to

          15       PricewaterhouseCoopers' investigation, wasn't it?

          16   A.  No, absolutely incorrect.  The importance of repairs to

          17       this investigation is far greater than anyone has ever

          18       considered in here and it just surprises me that the

          19       accountancy did not go out and research airline practice

          20       in this area and took Magellan's word for what was going

          21       to occur in the marketplace, when the exact opposite is

          22       the history in the marketplace, that airlines repair

          23       these components.

          24   Q.  I appreciate we're going back to the argument we have

          25       already traversed in terms of whether you do or don't
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           1       accept Dr Thamburaj's analysis, I appreciate that.  But

           2       we're not going back to that now, we've dealt with that

           3       in this cross-examination.  So leave that aside.

           4   A.  It has nothing to do with what I just said.

           5   Q.  But do you agree that it is certainly right that if

           6       Magellan sells a new unit, whether as part of a new

           7       aircraft or as a new replacement unit, a spare, then

           8       they would all count for EAC purposes?

           9   A.  Of course.

          10   Q.  Right.  So it's plain, isn't it, that PwC did indeed

          11       examine and accepted, for accountancy purposes, the

          12       validity of incorporation of Dr Thamburaj's

          13       calculations, yes?

          14   A.  That was the only information that they had.

          15   Q.  Right.  And that information would indeed, because it

          16       related to lifespan, that information would indeed

          17       provide the basis on which PwC could rightly conclude

          18       that indeed these would involve new units that would be

          19       sold, that's right, isn't it?

          20   A.  No, that's not.  Because a component has a "lifespan"

          21       does not mean necessarily it will be replaced by

          22       something new, it can be repaired.

          23   Q.  Yes.  Well, no, I think the whole point is this, it's

          24       not, Dr Thamburaj's point was not a question that they

          25       will need repairs after that period, Dr Thamburaj's
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           1       point was that around 40,000 flying hours was indeed the

           2       lifespan of the unit.  That after that, its lifespan was

           3       spent and should be replaced.  That was the point.

           4   A.  Well, and if that was the case, he should have informed

           5       the customers.

           6   Q.  Well, whether or not Aircelle was aware of that is

           7       another matter.

           8   A.  I think it's an absolutely incredibly important matter,

           9       if he believed that.

          10   Q.  Well, we can certainly have a look at that in a bit, if

          11       you wish.  In terms of what Dr Thamburaj's report was

          12       about, it was indeed about just that, wasn't it?  That

          13       replacements will be needed after that period.

          14   A.  He was probably saying that, yes.

          15   MR LYNCH:  Tribunal, could I just have one second.

          16            (Pause).

          17           It's certainly right to say, isn't it, that you're

          18       not aware of the details of the arrangements and

          19       contractual provisions between Magellan and its client

          20       Aircelle?

          21   A.  That's correct.

          22   MR LYNCH:  If we could move on to another aspect of PwC's

          23       report.

          24   THE CHAIRMAN:  Mr Lynch, how much longer do you think we

          25       will be?  It's five to one, we have 35 minutes to

                                            73

           1       conclude this witness.

           2   MR LYNCH:  I'm very conscious of the time -- I don't think

           3       I'm delaying matters, am I?

           4   THE CHAIRMAN:  I don't know, because Mr Lynch, you need to

           5       know that Mr Little will need some re-examination time,

           6       too.

           7   MR LYNCH:  Absolutely, I have that very well in mind.

           8           If we go to page 695.

           9   A.  Yes.

          10   Q.  And 696.  I don't think we have to pick up the precise

          11       references, but you were aware, weren't you, of the fact

          12       that Magellan was involved in an arbitration as to its

          13       contractual prices?

          14   A.  Yes.

          15   Q.  Are you aware of the fact that Magellan was successful

          16       in that and that resulted in a significant increase in

          17       the prices that they -- and values of what they will

          18       receive?

          19   A.  Yes.

          20   Q.  Yes.  If we could move finally to page 702, we have the

          21       conclusion of PricewaterhouseCoopers, PwC findings at

          22       page 702, 8.119, 8.120.  You can see, can't you, that

          23       PricewaterhouseCoopers has, of course, plainly taken

          24       note of Mr Little's point about the reducing number of

          25       new sales of A340s, but PricewaterhouseCoopers have come
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           1       to the view that, from an accountancy point of view, his

           2       criticisms were unfounded.  Yes?

           3   A.  I see that statement, yes.

           4   Q.  We know, don't we, of course, as we established this in

           5       some of the first questions, that you're not an

           6       accountant?

           7   A.  I'm not an accountant.

           8   Q.  Yes.

           9   A.  But I have university and graduate school accounting

          10       training.

          11   Q.  But you're not an accountant?

          12   A.  No, I'm not.

          13   Q.  If we could look now at your witness statement, just

          14       a few specific points, first paragraph 3, that starts at

          15       page 2.

          16   A.  Page?

          17   Q.  Yes.

          18   A.  In my witness statement, I can't remember where that

          19       was.

          20   THE CHAIRMAN:  I think it's a loose one.

          21   MR LITTLE:  Right at the very back, back tab, very last tab.

          22       Go to the green tab, is that yours? (Pause).

          23   THE CHAIRMAN:  Mr Bobbi, have that.

          24   A.  Oh, thank you, sir. (Handed).

          25           All right.
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           1   MR LYNCH:  I can cut this down, I think, just to one

           2       specific point on this.  Yes, just to make sure there's

           3       no confusion, page 2 is where your paragraph 3 starts,

           4       but it goes over the page for some pages.

           5           If we look at page 4, the concluding part of your

           6       paragraph 3.

           7   A.  Yes.

           8   Q.  Do you see your reference to the A340-300 nozzle?

           9   A.  Yes.

          10   Q.  You are aware, aren't you, that, of course the pieces in

          11       the A340-300 doesn't use this same BETA21 material?

          12   A.  Understood.

          13   Q.  Yes, I just didn't want anyone to be confused in regard

          14       to that.

          15   A.  Yes.

          16   Q.  Then if we move to ... just one further question.

          17           We have been through the PwC report and we know that

          18       cost a huge amount of money and took a very, very long

          19       time.  Are you also aware that Magellan's accounts were,

          20       of course, audited for the years 2007 and 2008, were you

          21       brought up to date with that?

          22   A.  That Magellan's accounts were audited?

          23   Q.  For those years?

          24   A.  They're audited every year.

          25   Q.  Yes, and the auditors were Ernst & Young, were you aware
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           1       of that?

           2   A.  No, I wasn't.

           3   Q.  They're an extremely well known firm, aren't they?

           4   A.  Yes, they are.

           5   Q.  Naturally you would anticipate that the auditors would

           6       examine the question of this amortization matter for the

           7       accounts?

           8   A.  Yes.

           9   Q.  And the accounts have been cleared for both of those

          10       years?

          11   A.  I believe they were, yes.

          12   Q.  So we have two of the most famous, perhaps the two most

          13       famous accountancy houses in independent roles,

          14       PricewaterhouseCoopers and Ernst & Young, both being of

          15       the view that the accounting methodology adopted by

          16       Magellan was indeed appropriate.

          17   A.  That was their statement.

          18   Q.  Yes.

          19   A.  Mmm hmm.

          20   Q.  I only raise that because you're not an accountant, we

          21       know that, and you're not a scientist, we know that, but

          22       your final report, your third report, has vocabulary

          23       like "the chances are zero", and in capitals, "EVER",

          24       "to get to that level", et cetera.

          25   A.  That's right.
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           1   Q.  I just want to ask you this, really.  Does it not cause

           2       you a second's reason for pause for thought that the two

           3       most famous accountancy outfits in the world, who have

           4       been specifically focusing on the accountancy issues in

           5       this case, have both come to the view that the way

           6       Magellan dealt with this was appropriate?  Does that not

           7       cause you just one second of thinking -- I'm just

           8       wondering, yes or no, does that cause you one moment,

           9       one pause, just thinking: maybe I'm wrong?

          10   A.  Well, considering the track record of auditors in the

          11       European Community but also in the United States, I'd

          12       say no.  I question auditors, I mean, if you -- just let

          13       me make one statement of fact, you know, a significant

          14       number, if not more than half of all class action suits

          15       in the United States are against auditing firms.  So

          16       yes, I do question even the famous names in the

          17       accounting profession.

          18   Q.  I have your answer.

          19   A.  Good.

          20   Q.  I asked you whether it caused you any amendment for

          21       pause for thought, the answer is no, it doesn't, so we

          22       have that.

          23           Tell me this.  You would be familiar, wouldn't you,

          24       with Magellan?

          25   A.  Oh, yes.
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           1   Q.  Yes.  And they're a reasonably sized outfit?

           2   A.  Yes, medium sized.

           3   Q.  Been around for quite some time?

           4   A.  In various forms, yes.

           5   Q.  For the size of outfit, quite a large turnover?

           6   A.  For the size of the company, I don't know what you mean.

           7       What metric are you using, sales per employee?

           8   Q.  Nothing is saying they're the size of Airbus, but

           9       nevertheless, they are, you know, a significant entity?

          10   A.  Yes.

          11   Q.  Within the industry.  And good repute would be fair,

          12       wouldn't it?

          13   A.  Certain parts of the company have a very good

          14       reputation, yes.

          15   Q.  Did you at any time ask anyone at Magellan for their

          16       view about any of the matters you were investigating?

          17   A.  No.

          18   Q.  Did it ever cross your mind that before you come to the

          19       kind of conclusions you write in your third report and

          20       your witness statement, did it ever cross your mind that

          21       it might be fairer and more sensible to ask the people

          22       of Magellan whether they would like to comment on why

          23       they did this, or what the significance of that was?

          24   A.  Well, number one, I had all of the written information,

          25       email trails, reports, I didn't feel I needed anything
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           1       else, and I had discussions with their customers, the

           2       customers of the Airbus product, and feedback enough to

           3       know that I had enough information, I didn't have to

           4       talk to Magellan, I'm not sure they would have want the

           5       to talk to me.

           6   Q.  You say you had all the information, whatever

           7       information you had, you obtained from Mr Little, didn't

           8       you?

           9   A.  No, that's not true at all, the information I had from

          10       customers, Singapore, Lufthansa, Virgin.

          11   Q.  The documents?

          12   A.  The documents were provided by him, yes, as part of his

          13       legal process.

          14   Q.  And I'm right, aren't I, in fact you wrote all three of

          15       your reports at the request of Mr Little, your initial

          16       report wasn't just that you happened to write a report

          17       on this matter?

          18   A.  Right.

          19   Q.  They were all at the request of Mr Little?

          20   A.  And I was unaware at that time that he had an issue with

          21       the company.  I didn't even know he was a Magellan

          22       employee when he contracted me for the 2007 report.

          23   Q.  One of the things that struck me about your reports when

          24       I was looking at them is, if one looks at the style of

          25       your third, final report, it's laden with sudden
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           1       capitals in the prose, underlinings, in bold, very, very

           2       extreme language being used.  If we look at your first

           3       report, it's a moderately expressed report.

           4   A.  Mmm hmm.

           5   Q.  You see, what I'm thinking is that the style of writing

           6       that I rather recognised in your third report was

           7       a style I've seen a lot of materials that Mr Little has

           8       written or contributed to.  Would I be right in saying

           9       that the hand of Mr Little was very much on the content

          10       and tone of your third report?

          11   A.  Not only will I disagree with that but I'm insulted by

          12       you.

          13   Q.  No reason to be insulted.

          14   A.  No, I'm insulted by that.  Let me give you the reason

          15       for the highlighting, if you will, if the court will

          16       bear with me, let me give you the reason.  First of all

          17       the first report and the second report were written for

          18       Mr Little, who has been in the aviation industry for

          19       30-odd years.  He knows the language.  The third report

          20       was written not for Mr Little but for these three people

          21       sitting right here and I wanted to make it clear to them

          22       by using format techniques and I wanted to direct them

          23       to the appropriate parts of my report, it had nothing to

          24       do with Mr Little --

          25   Q.  Mr Bobbi, may I repeat again, there was no insult
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           1       intended, it's a question.  You're perfectly entitled to

           2       talk to Mr Little, obviously he's the person instructing

           3       you and you're perfectly entitled to share your views.

           4       There's no insult intended or involved in what I was

           5       suggesting.  I'm simply suggesting this: that it is

           6       markedly different, the tone, and as I say, it's a tone

           7       I thought I recognised, and so I do suggest to you,

           8       would I be right in saying that in terms of the height

           9       of the allegations being made in your third report, is

          10       it not the case that you would certainly have discussed

          11       those matters with Mr Little?

          12   A.  Did I discuss my final report with him?

          13   Q.  And on the way to finalising the report, it would be

          14       right, you would have discussions with Mr Little?

          15   A.  I provided a draft, he made comments, I would redraft,

          16       that's my report, though.

          17   Q.  No one's suggesting it's not?

          18   A.  You certainly are.

          19   Q.  I'm not suggesting that, I have not made any suggestion

          20       of impropriety at all.

          21   A.  No?

          22   Q.  At all.  But what I'm saying is this, would you be

          23       prepared to accept that your conversations with

          24       Mr Little and his concerns in this area have influenced

          25       or affected the style and content of your final report?
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           1   A.  Absolutely not, the things that affected my style, first

           2       of all, let me say that the content from my initial

           3       report in 2007, through my subsequent two reports,

           4       didn't change all that much, with the exception of the

           5       range of the spares, as far as the tone goes, after

           6       reading what PwC did, I was a little more, let's say,

           7       disappointed, enraged is probably not the right term,

           8       that a company of their reputation would not do the

           9       appropriate investigation in due diligence and would

          10       simply go on the word of their client --

          11   Q.  And I have one final question.

          12   A.  -- about the future.

          13   Q.  I want to put this to you because it relates to the new

          14       documents.  And I think you saw the documents that were

          15       disclosed this morning, that had been thought to be the

          16       same as earlier disclosed documents, but they're not?

          17   A.  Yes. (Handed).

          18   Q.  Would you just have a quick look at that.

          19           These are -- do you have those new documents with

          20       you?

          21   A.  Yes.

          22   Q.  If we look at the -- that document there, so everyone

          23       can see that, it's a document you read sideways across

          24       the page, do you have that?

          25   A.  Yes.
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           1   Q.  The document there refers in its numbers, the numbers

           2       are, of course, numbers to nacelles, or units, so 72

           3       would refer to, you had to divide by four to get the

           4       number of planes?

           5   A.  Mmm hmm.

           6   Q.  And you can see, can't you, that this document relates

           7       to or is founded upon the Forecast International report

           8       of 2006, in fact we see the opening page is

           9       dated November 2006.  Do you see that?

          10   A.  Yes.  That report, however, would not have been written

          11       in November 2006, it would have been written in April

          12       and released.

          13   Q.  It's a 2006 document, and that of course is dealing in

          14       the total number of planes?

          15   A.  That's right.

          16   Q.  Yes, and so one would have to add these two together for

          17       the 500, 600, to get the total, so for example, in 2007,

          18       the total would be 18(?).

          19   A.  Yes.

          20   Q.  I just wanted to take you to that, to establish what

          21       those documents, where they date from, I'm not going to

          22       take you to the content of the documents but I did want

          23       to take you to that, I say that only because one of the

          24       points you make in your report is that the document

          25       which we know as page 3605, that's to say, that's
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           1       a document with the spreadsheet, okay?

           2   A.  Mmm hmm.

           3   Q.  You make, one of the points you make in your final

           4       report is that that appears to be based on data from

           5       some years earlier --

           6   A.  That's right.

           7   Q.  -- from Forecast International.  But you can see, can't

           8       you, that the update that was sent in March to

           9       PricewaterhouseCoopers, that was based on updated

          10       Forecast International material?

          11   A.  Well, and as I recall from the spreadsheet, the earlier

          12       one, the earlier one actually produced lower numbers in

          13       the forecast.

          14   Q.  Yes, I agree with that, absolutely, in fact the numbers

          15       have gone up?

          16   A.  That's right.

          17   Q.  Nevertheless you can see, can't you -- just to meet your

          18       point that the information provided to

          19       PricewaterhouseCoopers was out of date -- you can see,

          20       can't you, that PricewaterhouseCoopers were indeed

          21       provided with an update with updated material based on

          22       an updated Forecast International?

          23   A.  But an increased forecast at a time when everyone else

          24       was saying the aircraft was dead.

          25   MR LYNCH:  That's a separate point.  You can see the
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           1       chronology, can't you --

           2   THE CHAIRMAN:  The only point is that the information that

           3       they got from Forecast International was their up to

           4       date assessment.  Whether you disagree with that or not

           5       is another matter.

           6   A.  Understood.

           7   THE CHAIRMAN:  Yes.

           8   MR LYNCH:  Tribunal, that is it for my cross-examination,

           9       1.15, that's quite good.

          10       (1.17 pm)    Re-examination by MR LITTLE

          11   MR LITTLE:  First of all, let me start with three or four

          12       fairly rounded questions which hopefully will cut down

          13       what other questions I have to ask.

          14           You have heard the assertion of a limited life on

          15       this product, okay, and Dr Thamburaj believed there was

          16       a limited life, technically, and what is his

          17       professional responsibility to the technical

          18       organisation and the regulatory authorities, can you

          19       explain to the tribunal what that is?

          20   A.  Well, he has a responsibility to inform customers of the

          21       potential life limited aspect of this component, even

          22       though the regulatory authorities do not require

          23       life limited testing, these are not life limited parts,

          24       if there is an issue, he has an ethical, moral and

          25       technical responsibility to inform management and
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           1       customers if this issue could occur.

           2   Q.  If that were the case, what documentation would normally

           3       be available to the airline users, and whatever, in that

           4       respect?

           5   A.  Well, at the very minimum, an email or a letter or an

           6       advisory -- some form of information would be sent to

           7       the customer, stating that: we've done this analysis and

           8       we believe there's a chance that these components could

           9       fail at 40,000 hours, et cetera, et cetera.

          10   Q.  And their maintenance organisations would have that

          11       information readily to hand on any components, if that

          12       were the case?

          13   A.  Yes.

          14   Q.  Thank you.  Could you explain to the tribunal, in the

          15       course of the work you did for the second study, just

          16       how many maintenance organisations and airlines you

          17       talked to, in maintenance terms, what were those

          18       airlines, and what information you would that indicated

          19       there was any life limit two years later, apparently,

          20       after Magellan were aware of that life limit.

          21   A.  Well, I talked to Singapore, Lufthansa, Virgin,

          22       Emirates, suppliers to Airbus, so five.

          23   Q.  Five, and what could you say about that?

          24   A.  None of them reported any fatigue issue or life limit

          25       issue with the cell -- any component on the nacelle, not
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           1       just the exhaust -- nor did they say they had any

           2       communications from Aircelle or Airbus with respect to

           3       a potential future situation.

           4   Q.  Did you try to talk to Aircelle at any stage in this

           5       process?

           6   A.  Yes, and they refused to communicate with me.

           7   Q.  And just to finalise on the position, would I be correct

           8       in saying that effectively, if Mr Lynch's assertions or

           9       instructions are correct, that there are life limits on

          10       these products and that's two years later, that

          11       effectively they would be breaking the law on the

          12       regulations --

          13   THE CHAIRMAN:  That's a leading question.

          14           What would be the legal position of the companies,

          15       of the respondent, if it didn't inform its customers

          16       that there was this issue?

          17   A.  Well, it really depends on the warranty language, and

          18       I haven't seen a complete description of the warranty,

          19       but if the life limit, the so-called or estimated life

          20       limit, falls within the warranty period, then Magellan

          21       would be forced to pay for that repair, or replacement,

          22       if in fact they've guaranteed 40,000 hours.

          23   MR LITTLE:  If effectively there's any risk in terms of that

          24       product, what are they required to do, in terms of --

          25   A.  What kind of risk?
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           1   THE CHAIRMAN:  Safety risk.

           2   MR LITTLE:  Safety risk, inspection checks.

           3   THE CHAIRMAN:  If there was a safety risk, what would you

           4       expect to happen?

           5   A.  Well, again, the customer would be informed and they'd

           6       have to do -- at some point in time they'd have to do an

           7       inspection of the components, a visual, possibly X-ray,

           8       or other non-destructive form of inspection, to see if

           9       there was deformation or cracking, which is a result of

          10       the life issue that the doctor recommended, or

          11       described.

          12   Q.  Right, so Mr Lynch took you to attachment 1 to your

          13       report, which is 3890W.

          14   A.  In what volume?

          15   Q.  Volume 10.

          16   A.  Okay.

          17   Q.  Okay?

          18   A.  Yes.

          19   Q.  You need to read the second paragraph.  Starting from

          20       the words "as far as I know", okay?

          21   A.  Mmm hmm.

          22   MR LITTLE:  In your reading of that, from Mr Neill, would

          23       that suggest that there is a finite replacement life

          24       requiring -- or what is your reading of that?

          25   THE CHAIRMAN:  That's a better question.  What page are you
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           1       on?

           2   MR LYNCH:  3890W, sir, it's at the very end, after the two

           3       Us, sir, the learned member on your left doesn't have

           4       a copy of the W, it's at the end of the report you have.

           5   MR LITTLE:  It's also 3597, if that's any help, 98.

           6   THE CHAIRMAN:  Okay, yes.

           7   MR LITTLE:  So you're helping me frame the question there,

           8       sir, in terms of the -- does that, what impression do

           9       you get from reading Mr Neill's comments about the

          10       certainty of replacement there, or what they are

          11       required to do?

          12   A.  Basically he's saying that it's the airline's decision,

          13       the airline ultimately makes the decision to replace or

          14       repair based on their own investigation of the matter,

          15       since there's no mandate, no regulatory mandate to

          16       replace those components.

          17   Q.  So if there was a limit of 40,000 hours, whose

          18       responsibility to tell, is it, to tell whom, if

          19       technically they've worked out there's a 40,000 hour

          20       limit, whose responsibility is that?

          21   A.  Magellan.

          22   MR LITTLE:  So if the airlines don't know there's a limit,

          23       then how do I get back to breaking the law ...

          24   THE CHAIRMAN:  The position is, that you're saying that it's

          25       the responsibility of Magellan to inform the airline if
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           1       there is a limit to the life of this component, if they

           2       don't tell them, there may be a contractual obligation

           3       on them to say that there is this problem?

           4   A.  Yes.

           5   THE CHAIRMAN:  But is there a legal obligation, other than

           6       a contractual one, for them to impart that information

           7       to airlines?

           8   A.  Well, there may be a clause in the original contract

           9       that requires Magellan.

          10   THE CHAIRMAN:  Yes, other than a contractual one?

          11   A.  No.

          12   MR LITTLE:  Is there any regulatory requirement in terms of

          13       CAA or FAA or anything?

          14   A.  Not on these components.

          15   Q.  If there were a limited life on the product, would there

          16       be?

          17   A.  If these were life limited parts?

          18   Q.  Yes.

          19   A.  If they were life limited parts, first of all they would

          20       be designed differently, tested differently,

          21       manufactured differently, they would be certified,

          22       qualified by the customer and certified differently, all

          23       through either FAA or EAA process.

          24   THE CHAIRMAN:  So there would be a regulatory factor in the

          25       process.
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           1   A.  Yes.

           2   MR LITTLE:  The airworthiness organisations --

           3   A.  Yes.

           4   Q.  Thank you.  Can you go to volume 7, 2931.  This is the

           5       Forecast International report for 2007.

           6   A.  All right.

           7   Q.  Mr Lynch asked you if you remember about the list of

           8       contract orders and options, you used to work in

           9       Forecast International?

          10   A.  Mmm hmm.

          11   Q.  What is the source of that data and how accurate is it?

          12   A.  The manufacturers themselves and probably two or three

          13       other published sources, people who track orders.

          14   Q.  How accurate is it going to be?

          15   A.  It should be fairly accurate, there will be differences

          16       on when they were published, when the orders were

          17       announced and the reports published.

          18   Q.  If there were commercial transfers or cancellations or

          19       whatever else, at what stage would they be reported in

          20       the document?

          21   A.  The following year, 12 months later.

          22   Q.  Can you go to document 2930 and read the significant

          23       news?

          24   A.  Yes.

          25   Q.  And can you read the second paragraph in significant
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           1       news.

           2   A.  "Emirates cancels orders for 18 A340s".

           3   Q.  Can you go back to 2931, please?

           4   A.  Mmm hmm.

           5   Q.  Do you see the Emirates order there for 18 aircraft?

           6   A.  Right.

           7   Q.  So this is February 2007, and it's cancelled,

           8       Speednews, in October 2006,

           9       actually November 2006?

          10   A.  Right.

          11   Q.  Is it correct that the Airbus website will contain the

          12       orders until the commercial negotiations are complete on

          13       cancellations and work in progress transfers?

          14   A.  Generally that's true.

          15   MR LITTLE:  Okay.

          16   THE CHAIRMAN:  Wait a minute, please.  Emirates was

          17       cancelled in?

          18   MR LITTLE:  October 2006 and in fact that was part of my

          19       dossier.

          20           So in fact it's quite odd that there is not even

          21       a reference --

          22   THE CHAIRMAN:  That's not a question, that's comment, that's

          23       a submission that you can make.

          24   MR LITTLE:  Okay, I'll take you to the next thing.  You were

          25       taken to the Teal reports and I'll not try and go back
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           1       to that, but there was a comment about almost a hundred

           2       aircraft different between the 2005 view of Richard and

           3       the 2006 view of Richard.

           4   A.  Correct.

           5   Q.  And you made a comment that 2006 was a very important

           6       year.  Can you explain to the tribunal how important

           7       that transformation was in that 12 or 15 months, and it

           8       is the relevant period.

           9   A.  Well, it was the year in which the future of the

          10       A340-500/600 was defined, once and for all, through its

          11       direct competition with the Boeing 777 long range.

          12       During the year 2006, the Boeing booked in excess of 100

          13       firm orders for the long range version of the jet --

          14       again, direct competitor to the A340 we're talking about

          15       here -- and Airbus booked less than 20, I think probably

          16       ten, maybe ten orders, I don't have the exact number off

          17       my head.  But it was such an incredible performance

          18       differential that basically, that sealed the fate of the

          19       aeroplane.  It would cause Airbus to decide not to

          20       invest any more in the A340 and instead focus on other

          21       products, which it had done so, actually, a couple of

          22       years earlier.

          23   Q.  Can you explain the relevance of the A350?

          24   A.  The A350 is an all new Airbus aircraft, due for

          25       certification about 2013, 15, designed to compete
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           1       against the new Boeing 787 but also to replace the

           2       A340-500/600 in the long range, the very long range

           3       market.

           4   Q.  Would it be fair to say that the Emirates cancellation

           5       shortly after --

           6   THE CHAIRMAN:  You're going to ask a leading question,

           7       you're going to suggest to him something, you see.

           8   MR LITTLE:  Okay, right.  What other event --

           9   THE CHAIRMAN:  Were there any other events which were of

          10       significance?

          11   A.  That was the most important one, but also the number of

          12       campaigns, active Airbus sales campaigns, involving the

          13       A340, basically disappeared by the end of that year.

          14   MR LITTLE:  You were asked earlier in evidence about, there

          15       were about six or seven market forecasts, and clearly

          16       there can be different views.  You actually get all that

          17       information as part of your job, is that correct?  You

          18       see pretty much all the competition and what everybody's

          19       saying?

          20   A.  That's correct.

          21   Q.  Okay.  What can you say about the forecasts during 2006

          22       and 2007 in terms of their consistency, or not, between

          23       the six or seven players?

          24   A.  The majority of analysts and organisations who forecast

          25       commercial aircraft came to basically the same
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           1       conclusion on the A340, in terms of the total number of

           2       orders that it would receive, and the total number of

           3       aeroplanes that would be built, within five or ten, 135

           4       to 145 was the consensus of five out of the six

           5       organisations that I generally follow, the only outlier

           6       was Forecast International, which for two years

           7       maintained that the Airbus would continue to be

           8       a significant part of the marketplace.

           9   Q.  You have been asked about PwC and Ernst & Young, and so

          10       on and so forth, and typically, they have aerospace

          11       practices within their businesses?

          12   A.  Yes.

          13   Q.  And are they generally subscribers to most of these

          14       reports and whatever, as well, do you know?

          15   A.  They periodically contract for subscription services,

          16       such as Forecast International and Teal Group.  Not all

          17       offices have those reports, but somebody inside of

          18       PricewaterhouseCoopers, Ernst & Young, any of the major

          19       accounting firms or consulting firms will have a report

          20       somewhere that they can access.

          21   Q.  Mmm hmm, okay.

          22           You were asked questions about your spares

          23       forecasting between 100 and 300 in your first report and

          24       how that changed at different times?

          25   A.  Yes.
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           1   Q.  Can you explain what information, or what changed, to

           2       allow you to have a different view, or informed your

           3       view differently, what can you say changed

           4       between August 2007 and January and March 2009?  What

           5       was the differences that made you think differently, or

           6       what happened?

           7   A.  Well, in looking in more details in the A340 aeroplane

           8       operations, you know, through the documentation,

           9       Magellan and PwC both were estimating spares using

          10       a figure of 5,000 hours per year over 20 years, and as

          11       people in our industry know, aeroplane utilisation goes

          12       up generally 10 to 15 years, then declines as the

          13       aeroplane becomes obsolete or less economic.  In this

          14       particular case the Airbus was seeing declining

          15       utilisation much earlier in its product life cycle, the

          16       aeroplane was originally flying 5,000, 5200 hours per

          17       year but because its operating costs were significantly

          18       higher than what the airlines had originally contracted

          19       for, they began to shift operations, reduce the number

          20       of flights per week, Singapore being one, that escalated

          21       during 2008, with the world financial collapse, and then

          22       the subsequent airline depression, and many A340s were

          23       put to shorter range routes and generating less flight

          24       hours, and flight hours are the foundation for spares

          25       forecasting, and basically utilisation came down.  Also
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           1       the number of parked A340s has increased, surplus A340s,

           2       there are white tails, aeroplanes that are built with no

           3       customer, sitting in Toulouse, they're not generating

           4       hours.  There are aeroplanes owned by a few airlines

           5       that are sitting in a desert parked waiting to be

           6       returned to service.  There have also been three A350s

           7       and 600s sold into the government VIP marketplace, heads

           8       of state, like US Air Force One, those fly a thousand or

           9       two thousand hours a year.

          10   THE CHAIRMAN:  Air Force One isn't an Airbus, is it?

          11       I couldn't belief that the President of the

          12       United States was flying round in an Airbus -- is that

          13       the 747 that flew over New York?

          14   A.  Yes, it is, we don't like to talk about that.

          15           In essence the operating utilisation of the

          16       aeroplane was declining dramatically for a number of

          17       reasons, when you model spares you lose hours.

          18   MR LITTLE:  I'd like you to recall a discussion about

          19       repairs and maintenance.  I specifically want to ask you

          20       who's the number one repair maintenance organisation in

          21       the world?

          22   A.  Lufthansa Technik.

          23   Q.  And are they also the largest airline with A340 and 600

          24       operators?

          25   A.  Yes.
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           1   Q.  And the 24 aircraft they have in service, whenever you

           2       spoke with them, what expectations did the Germans have

           3       of getting anybody to do any work on repairs or anything

           4       other than themselves, ever?

           5   A.  No expectation.  They will do the work themselves, they

           6       are more capable in many cases than those who build the

           7       aeroplanes and engines themselves.  I can tell you that

           8       having worked at one.

           9   Q.  Are there any live sales campaigns for the A340 today?

          10   A.  Not that I'm aware of.

          11   THE CHAIRMAN:  No sales campaigns?

          12   A.  None, that I'm aware of, the last time I checked was

          13       three months ago.

          14   MR LITTLE:  I'm going to stop there, recognising that

          15       I think I've done enough of what I wanted to do, as best

          16       I can, in the time.

          17   THE CHAIRMAN:  Are you sure?

          18   MR LITTLE:  I'm happy we've done as best we can.

          19   THE CHAIRMAN:  Okay.

          20   MR LITTLE:  I had not realised that we were going to take so

          21       long to start, to be honest.

          22   MR LYNCH:  Just to clarify, Mr Bobbi very rightly said that

          23       he would not know what information Magellan had passed

          24       to its client Aircelle with regard to, for example, the

          25       life expectancy of those units and so of course I have
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           1       not asked Mr Bobbi about that but of course the reverse

           2       side of Mr Bobbi's answer is he can't say what was said

           3       in that regard and that will be a matter that

           4       John Dekker will be giving evidence upon.

           5   THE CHAIRMAN:  Well, he can't say what was said, he would

           6       not know.  He doesn't know what was said.

           7   MR LYNCH:  Who, Mr Bobbi?  That's what I'm saying, exactly.

           8   MR LITTLE:  All he knows is what the airlines are saying.

           9   THE CHAIRMAN:  You can't ask questions about something he

          10       doesn't know about.

          11   MR LYNCH:  That's why I haven't asked any questions.

          12   THE CHAIRMAN:  That's what I thought you were saying.

          13   MR LYNCH:  I didn't want to be accepted that nothing had

          14       been said, the reason no questions were asked is because

          15       Mr Bobbi wouldn't know the answer.

          16   MR LITTLE:  The critical issue is, if there's a real “Life”
          17       problem, someone needs to know in the airlines, because

          18       this is like the fraud issue.

          19   THE CHAIRMAN:  We have the point.  Thank you very much.

          20   A.  Thank you.

          21   THE CHAIRMAN:  Right.  Thanks to Mr Bobbi for that.

          22           It's 1.35.  2.15?

          23   MR LYNCH:  Good.

          24   MR LITTLE:  Okay.  And Mr Baigent's here now, as well.

          25   THE CHAIRMAN:  Thank you very much.
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           1   MR LYNCH:  Yes, I think it's clear we will not -- we

           2       certainly -- we may not possibly get beyond Mr Baigent,

           3       we certainly won't get to Clare Pettifer.

           4   MR LITTLE:  That's fine.  Are you settled on any time view this

           5       evening, sir?

           6   THE CHAIRMAN:  We had not planned to sit late.  I think that

           7       we'll look at where we are when we come back after

           8       lunch.  See what we need to do for the rest of the week.

           9   MR LITTLE:  Yes.

          10   (1.33 pm)

          11                    (The Luncheon Adjournment)

          12   

