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l4th Floor
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KIP bkE

Pes¢ Mr, McPhadi:

Ay prominmod , ! wrire to infurym you 0t the cutcome of the Thysren Henachel
et oy slth Dy, Scully, the Asaistant Under Secretary of the (ited Statse
by, tespotaible Tat Army procucesent,

Hiee Scully has informed us that the Arsy acquigition plans for our TP2

| FPucha Lighs Arsouryed velivle (LAV) »ill he presented to Congress on May 15,
19K8. e has dlsc sec 5 demdline of Mey (%3, 19BB for Thyssen Henschael fo
sulmif o whate paper dedc#ibivg our production plan for the B.5. 564 unix
verjud rwment In tho Fuch TPE LAvd. .

He specifteally required that chis whikte paper explolns Thyasen Henschel's
cooperatlon plaus with Aperican companies, specilically dérifling »

toas of American componont suppllers, eysrew incegrarions and final
anpEmhily,

Thyssen Hedschel pecionnel ace now wetking to cespund ¢o Dr. Bcully's
tequest by meecing wich Amaricen téssing partesrgs with goal of negotistieg
and canclnding chelr celagtonship before My 15, A papitive rewponoe {rom
the Caovernmant of Canade, with cvegpect (o the Bear Head Industries
proposal , «111 netavally be timely.

Sincerely,
-~ Yigned wun Mr. Schralber’s bahall
fan Rold, Rear Hesd [ngustrics
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ACOA/BAT MOU

Background:

The originel industrial investment proposal pur forward by BHI was
gonditional on the combined levels of government providing the following
major Items: land, intrastructurs, shared training, and a start-up order
of 250 units from pendiug LAY requirements; BHI provided: Bullding for
LAV manufacturing, msnufacturing sachinery to produce LAV's, orher
fixtures and training equlpment, ahaked. training, commitwments fo
diveraify in civilian and non-DND relared work, and work sharing with
Lavalin/ Trenton om DND LAV order.

It 18 recognized that firm commitment of the srart-up Order way take a
considerable length of rime, 80 &an alternative offer might be considersd
by ACOA to wecure early activiry on Cape Breton and limit the extent to
which Thyssen commitments are made 0 US production sites when Thyssan
respond to the US Army and the Congress with their "second source” finsl
agsqibly plans, due May 25, 1988,

The essential difference in spprosch would be to propose the addition of
a yraul component to the ACOA package in lieu of the DND start-up order
while Thyssen would bm requested To let thelr inteial production activity
be fram thelr US Army LAV order,

Pruposed Prumework of a new AGOA/BHI underatanding
ACODA will provide support to the project in twp catsgories:

1) Infrastyucture Investwent, that will provide general swecrvices to the
sire, It 15 recogafzed thar these costs are not incurred to the sole and
exclusive benefic of BHI; they aldo support other facilities which mey
exlul now or In future in the Stralft of Censo region, The aingle largest
item uf enpensve is the common - user vwharf which because of Its non-
exclusive status should be considered am a separate 1tem indepandent of
the BHI infrastructure paclage.

2) Capital Contribetions, this categoty of contribution would be limired

o u phase | grant sttributed fo the establishment of the building for

tlwe stari-up manufacturing on the US Army order. These capital (o
contributions would be limited to a cefling of § 20 Million in Phase 1. P
Further Capirsl contributions would be based on progress to future phases .-
2 and 3, requiring expanaion of facilities and creating associated

incressed employment,

BHI wiil provide to the project!

1) Production activity from & non~UND reiated order which {u adequate to
start the BHI facility 4in Cape Breton.

2) Manufamcruring aequipment and machinery to produce the BHI content on

__ < Disclosure Set 005 Jefd ABCDO2EE

AGCO0286 AGC00286_003



[A102; 7117 : 20020104 ; 3455 - D0VOR6Z : Front| GCI OTTRWA  PB3

2ot

the US Army LAV order

3) Other fixtures and training eguipment

4) Shared training

5) Technology transfers in civilian and military activities,
6} A commitment to diversity in ¢civilian activity,

75 Work sharing wicth Lavalin/Trenton Works on a DND LAV ovder,

SUMMARY OF ESTIMATRD COETS

ACOA BH1

Capital contribution: Cupital Contribution:

Phape 1 Building $ 20.0 Millfon Manufacturing machinery;
only Other fTixtures;

Tralning Equipment;
Shated Training;
Enginsering, development
deaigoe and testing to
prodoction Tunit ons”

§ 33.0 Million
Approximare

Infragtructbyure:

Seyvices + Utilities;
watutr, sevage, slectrical,
road and rall

Heavy clvil conswtruction
All above as Is exclusive

to BHY 5 18.0 Million
approxipate

Comson-user Whart estimated cost is not
applicable due to its nun=excluvive status,

e Disclosure Set Q05 40f 4 ARCO0R86

AGCO0286 AGC0O0286_004
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John McDowell

ATE

September 26, 1988

THYSSEN: SEPTEMBER _25TH MEETING

During the evening of September 25th, I met with
Mr. Karlheinz Schraibey, Baar Head Industries Ltd., and
Mr. Grag Alford, Government Consultants Intexrnaticnal, to
deliver the proposed Understanding in Principle (UIP) from the
Governnent to Bear Head Industries.

i

After a brief discussion, Mr. Schrelibar signed the
UIP. He observed that the covering letter of September 23th
from Senator Murray {attached) was the first formal
communication from the Government to Pear Head Industries.
Mr. Schrelbar stressed that the UIP, when signed by all parties,
meant that Thyssen Industries would come to Canada, and that the
document itself would be very helpful in initiating the release
of funding for the Cape Breton plant from the Thyssen Board of

Mr. Schreiber read the letter from Senator Murray with
considerable care. Mr. Alford pointed vut that paragraph 3,
page 2 was effectively a disclaimer because it indicated that in
offering the ULP for signature the Government was nhot
necessarily committing to proceaed with the LAV project.

I observed to Mr. Schreiber that the UIP to be signed

was identical to the version for which he had sarliier indicated
support, axcept that paragraph 4(a&){iii) now called .for the
company to submit its businass plan by October 21, instead of
September 15, the deadline in the earlier version. J
Mr. Schreibsr understood this minor amendment and indicated tha
Bear Head Industries would work towards this date.

|

g 5 S
ACOA/APA
Jéhn McDowell RECEIVED/RECU
Attachment Sg’ b;%o
Referrad to
Hetbréd 3 .
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THYSSEN: SEFPTEMBER 25TH MEETING :
Co .
During the svaning of September 25th, I met with
Myr. Karlheinz Schrelibey, Bear Head Industries Ltd., and
Mr. Grag Alford, Govermment Consultante International, to
deliver the proposed Understanding in Principle (UIP) from the
Governnent to Bear Head Industries.
After a brief Qimcussion, Mr. Schrelber signed the
UUIP. Ha obsarved that the covering lestter of Saptember 23th
from Senator Murray (attached) was the first formal
communication from the Government to Bear Hend Industries.
Mr. Schreiber stresased that the UIP, when signed by all parties,
meant that Thyssen Industries would come to Canada, and that the}
document ltself would be very helpful in initiating the release |
of funding for the Caps Breton plant from the Thyssen Board of !
e————Directors. ‘
%
T —— Mr. Schreiber read the letter from Senator Murray with

[

..«C Qisclogure Set 002

AGCD0101

considerable care. Mr. Alford pointed out that paragraph 3,
page 2 was effectively a disc¢laimer because it indicated that in
offexring the UIP for signature the Government was not
necessarily committing to proceed with the LAV project.

I observed to Mr. Schraiber that the UIP to be signed |
was identical to the version for which he had sarlier indicated
support, except that paragraph 4(a)(ilii) now called for the
company to submit its business plan by O¢tober 21, instead of l
September 15, the deadline in the sarlier version.

Mr. Schreihor understood this minor amendment and indicated that

Bear Head Industries would work towards this date.

]
i
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ANR(A
Leader of the Qovernment Leader du gouvernament
in the Senate and au Sénat
Mirugter of State for Ministre o’Elat aux
Fedorai-Provingial Reiglions Aaiations fderales-provinciales

Dear Mr, Schreiber:

On behalf of tha Government of Canada, I am
pleassd to acknowledgs your proposal, submitted to the
Atlantic Canada Opportunities Agency in March 1588, to
astablish a diversified heavy-industry facility in Cape
Breton, Nova Scotia,

The Governmant ccnsiders that the Bear Head
facility will make a very significant contribution to
the long-run sconomlc strength and diversity of Canads,
and in particular, Caps Breton.

For your considaeration, I sm attaching a
docunent entitled "Understanding in Principle®, which I
understand has bean supported in discussions with you as
an appropriate interim vehicle ¢0 advance the Bear Head
initiative, '

You will observe that the "Understanding in
Principle" is to be signed, on behalf of the Government
of Canada, by the Minister responsible for the Atlantic
Canada gpportunities Agency, the Minister of Regional
Industrial Expansion, and the Minister of Natiocnal

W i{snce,

vonf2

Mr. Karlhaine Schreibar
Chairman 7
Baar Head Industries Limited
Suite 9508 - 330 Sparks ftreset
Ottawa, Ontario

KiR 758
]
Ouawa, CenadE K 1A OA4 ‘3 %
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I balieve that we have made quite considerable
progress to thig point, and I consider that this
progress has been incorporated inte the "Undarstanding

in Principle".

The Government has reflected upon this
document at some length, and in particular, has focussed
its attention upon the mannar in which it addrecses your
Company's regquest for inveolvement in future Canadian
proaurament contracts, should the Baar Head heaVy~-
industry facility bhe establishad.

In thise regarﬂ, it is the Government’'s view
that the "Understanding in Principle® reflects, to the
maximum extent, your requext, in keeping with the
Government's established procurement policy, and
programming guidelines. I would emphasize that tha
Covarnmant of Canada, in #o signing, can not, and doas
not, thereby commit {tself to any military, or other,
procurement proijects with which you may have a present

interast.

Moreover, while I am mindful of the
difficulties you are experiancing in preparing exact
financlal details on your preposal, this informatien
will, of course, be reguired in ordexr to evaluate a
formal application by Beay Head Industries, for
assistance, under the Government's regional
devaelopnent, and other programs.

Having stated these polnts however, I trust
that this document will prove successful in facilitating
your investment in the Cape Breton heavy~manufacturing
plant. I would ask you to aignal your intention to
procead further, by signing both copies and returning
them to me, by Saptember 26, 1988.

Upon receipt of an affirmative responee from
Bear Head Industries, I will sask to obtain the required

slgnatures of my colleaques.

Once all signatures are in place, & signed
original will bs provided to you.

I look forward to hearing from you.

j%hwmﬂ Sﬁwc&~¢£;7_

Mé 2

~ttachment
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This document signed this ¥ day of September, 1938 ,

batween. " ,

THE GOVERNMERT OF CANADA, A=
raprasented by:

£y the Minlster responsible fox
the Atlantic Canads Opportunities
kgency (hereinafter called "the
ACON Mintster™),

11} the Minister of Regional
Industrial Expansion (herainafter
called "Lthe DRIE Ministar®), and

131y the Minister of National
pefsnes (hereinafier called *the
Hational Defence Minister); snd

BEAR HEAD INDUSTRIES LTD.. &
company inesrporated under the
laws of Nova Scotia, & subsidiary
which 1z ane hundred (100%}
porcent ownad by Thyssen
Industiries A.G. of the Federal
Repuhlic of Germany {(hepdinafiar
called *the Company”).

- VHERERS the CGovernment of Csnade desirses
to foster the economic expansion and industrial
development of Caps Breton;

_ WHEREAS the Company must have in place a
North American heavy-industry manufacturing facility on
an urgent basis, and desires to egtablizh zuch &
faﬁility in the Pear Head peninsule region of Cépe
Braton;}

WHERZAS tho Government of Canada
recogoizes that the proposed Bear Head facilify
representy ah important economic davelopment and
diversification of the industrial bass of Caps Breton;

| e
m o717/ S0k TS
m'mw .

Cacdeawreseboos Rl BTGB
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. - WHEREAS the Company if preparing financial
details on its propoxal, to meet the information
regquirements of the Goverpnmant's establixhsd regienal
dmvelopment capital contribution, and othar assistasce -
programs. " .

‘ ¥
1. In accordance with this Understanding in
Principle, the Company shall sstablizk a diversified
hesvy-industey manufacturing faclliity in the Sear Hoad
region of Cape Breton, Nova Scotia, which will:

{83} creasts in Caps Breton a new and diversified
activity in the Canadlan civilian and defence
industrial base, with sccess to the Norih Americen
defence merkets, under the Canada 11.5. Defence
Producticn Sharing Agréement;

{bi transfaer to ths facility, all tﬁchﬁmlngy
nacessary for the construction of light armoured
vehicles, and other heavy-industry products;

{¢} source its requirements co-operatively from,
and implesment srrengements for jolnt-venture activities
with, the Lavalin (UTDC) heavy-industry facility, in
Tranton, Hovs Bootis, in doropdancs with esisting
sgreaments baiween the Company and Lavalin;

{8) to the greatesgt extent possible, source itz

requiremants from, and promote tha establizhment of,
small businessz enterprises located in Atlantic Canads;

L5

, {@) implemant arrangements foy ce-production
with Krauss Maffel,. in accordance with ezisting
agreements between ihe Company and Xrauss Maffel, 1f,
undar the Maln Battle Tank preject envisaged by Lthe
Government of Cenada, Xrauss Maffel is selacted to
manufacture Canada's replacement battlefield tanks; and

{fy employ a minimum of 500 people on &
permenant, full-time bagis and, whers adétessary, train
these individusls in regquired skilly and knowledge.
utilizing. wheie appropriate, looal educationsl
faci{litiag.

2. In sccordance with this Undsrstanding in
Principle, the Government of Canada, Iin crder to

facilitate the establishment of the Company's -
hﬁﬁywmdustxy manufacturing sctivity in Cape Brebton, a1/ socicos
will: .
12121218 -
AGCOREGT
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. (a)- enter intn nsgotisfions with the Province of
Hova Scotis, in accordence with existing letters to ths
Company from the Premier of Wova Bootla, teo put in
place financlal arrangéments for the co-funding of
mquinqg"'_hyﬂcnl iafrastructure, up to a maximum value
of §27 million, and to uss the Strait of Canso
Industrisl Davelopment Subsgresment as a source of
funding

{bj; entesrtain an application by the Company to
the Minister of Fetlonal Revenue for sssistance hased
on aligible project costs up to a mawimum of §68
milifon, under the provisions of the Caps Breton
Investment Tax Credit, in accordanca with tha formsl
application for such agsistancs filed by the Company
prior to June 30, 1965}

{e} antertain an applicetion by the Cempany to
the HMinister of Nstional Revenue for duty ramizsion an
the importation of machinery, parts, and components for
the manufacturing of vehiclas, undsr the HMachinery and
Equipment Tarlff Proyram, consiztent with this program
at tha time of such importatisn; and

(23 entertsls an applicstion by the Compatiy to
the Minister of Employment and Immigration for :
governmient participstory fuading, for initial employes
tralning.

3. In recognition of the pesd to procesd urgsntly.
the Gowernment of Canada and the Company agree to adopt
& two-phassd approach to ihe extablishment of the Bear
Head fauility.

&. The Goverament of Canada and Company agres that
in Phase I, the respective pariies will undertfke the
following: : “«

fa) the Company: *ﬁ -

, {1} the tompany will proceed fart!;%i‘ith
with the construction of an initial plant, as described

in the document submitted to ACOA in March 1588, v ene 160
requiring an initial capital Investment of &§58 milliom, QVT /o A4
to manufscture defance products for the Nor*h American 111719 -
markats; O 1227120
AGCOGAR
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. v (iiy the Company will have submiitted a
formal application to Enterprise Cape Breton, in
advance of June 10, 1988, seeking assistance under tha
Cape Brgton Investmeni Tax c¥edit-fC$Irﬂi: and

_ {1113  the Company will provide by
october 21, 1988, flnancia)l and other details
sssociated with Phasa I, and, in the shortest time
possible thersafter, the remaining information required
in order to qualify for sssigtance under the Defenca
Industries Productivity Program (DIPP}, and other
g&veﬁnmﬁnt agsistance programs, under which funding 1s
xought .

(b}

{1} the ACOA Minister, and the DRIE
Minizter, will conszider sssistance to the Company, up
to a maximum of fifty (50) pexcent of eligible project
costs, under progrems delivered by Enterprise Cape

- preton, consiytent with these programy at thé time the
Bear Hesad project becomes elligible for such esgiztance.

ti1) The Minister of Natlonal Defence, in
racognition of the axcellent international reputation
for guality and performance sarned by Thyssen
Industries A.G. in the military vehicle mector, and in
the context of the major acguixition program for the
ngrﬂﬁiﬁQ‘éﬁ the Canadian Forces envisaged in the
pefence White Paper, will consider the participstion of
the Company 1in the Light Armoured vehicle Procurement
Frogram, envisaged to ocour in the early-to-mid 1850'sz,
provided the Company:

' {a} devalops, designz, and
masufactures, 1n its Cape Breton facility, these
vehivles from lts entire technology renge according to
the Spaﬁatianal raguirsments of tha Coveroment of
Canada,

(b} meets the Government's
reguirements for quality, delivery, and logistic ;
support, lncluding perscanel tralning.

{g) dellvers and performs at . -t
intarnationally competitive prices, and o171 S0C G

{d) provides acceptable reglonsl and ‘2?1’””{1
industrial benefits; and

Drige)oburs Sk 3085 s RGOSR

AGCI0348 AGCD0343_005



A102 - 7248 200203051 27208+ 000U : Fremt

- 5 -

Doigclogire Bap (08 Eigd

AGLO0348

- {114} the DRIE Minister will consider
cﬂpiﬁal<aatnbl;ﬁhmunt.ﬁasiatnnca to the Company, under
the Defente Industries Productivity Program (BIPE),
consistent with thie program st the time the Baar Head
prujacg*ﬁacomas.ulﬂgiblarfnr such asyistances.

. - 5

E. The Goveroment of Cansda and Cumpany further
agree that in Phasze 11, the redpective parties will
utidertake the following:

{a) Lhe Company:

) {1y the Cempany will proceed not later
than twelwe (1Z) monkths after the commencement of
production under Phases I, with diversification into
heavy elvilian manufacturing production targeted at
Canadlan and inteérnational markets;

{1i) the Company will provide within six
{&) months afitsr the commencemsnt of production under
Phase Y, financisl details including product and market
profectiony ssgociated with Phasze II; and

o {111) =showld Phase II not be proceeded
with, the Company will relmbursze the Goverpment of
Canada for: ‘

{1) exgistance &8 1z provided by the ﬁcnﬁ and DRIE
Ministers under paragraph 4 b(1) above, and

(2 & portisn, to be determined in subsequant
negotiations, of the infrastrugture assistance
pravided undey paragraph 2 {a) abova, in the
event that the planned employment level of 400
paople for Phagse I is not sushained for 5 years,

{b) he {over) B
the ACOA Minister, and the DRIN Minister.

will consider sssiztance to the Company. under

pstablished regionsl and industrisl daveélopment
programming, consistent with such programs st the time
the Bear Head project becomes eligible for such
assistance,

6. Thiz Understanding in Frinciple may be complemented
by future Hembrands of Understanding.

“§

QTT/50CICCE
Y ARY A

AGUSDAE

AGC00248_006



AT02: 7248 : 20020305 1 3702071 © 000UE2 - From

\

AGCOD348

7. The understandings in principle set out in thiy
Understanging in Principle do not creste any
enforcesble, legal or egquitable rights, nor
obligations, but merely serve to document the:

8] parametars tﬁat=gnvs been set; and

tb} areas on which discussions have bees held,
and understandingy in principle vreached,

) Further clarifying negotistions and the
requisite approval from all appropriste parties
{including wilthout limiting the foregoling, Treasury
Bozrd, and the Board of Pirectors of Bear Head '
Industries Ltd.) are pesaded boafore contractual
documentation can be sntered inta,

: ‘"éééhs
Atlantic Canada Oppogrunitle

oT1/SDC I0CS
12171227 -
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l Government  Gouvernement
of Canada du Canada MEMORANDUM NOTE DE SERVICE
, F(-3U-57
r j SECURITY . CLASSIFIGATION - DE SECUR(TE
1}) . Wynne Potter
OUR FILE — N f HEFERENCE -
L. ,__J
[ ] [ YOUR FILE - v/ REFERENCE
FROM Jim Burkimsher
DE N
B J OATE December 22, 1988
LBJECT
T g3 -~ Decemher *88 Business Plan

Further to yesterday's meeting with Greg Alford, you
asked for comments on the BHI Business Plan,

Overall, my impression is that things have not progressed
very far over the past 6 months or so. The latest plan is far from
adeguate and does not contain sufficient information to allow the
project to be properly evaluated and recommendations developed foy
consideration by Ministers. In addition, it seems clear that the
construction of the proposed facility is still dependent upon BHI
securing the LAV contract.

More specifically, my comments relate to the feollowing
areas: :

- market proijections,

- products,

- financial data,

- capital costs,

R - infrastructure, and

- level of government contribution.
1. Market Proiections

- no detailed market forecasts,

- no marketing strategy/analysis,

- environmental products not specified.

2.  Products

- other than LAVs and other military preoducts it is not
clear what BHI will produce, .

- wide-range of possible environmental products listed but
the plant equipment would likely vary significantly
depending on which sub-set of products are produced.

- split between military and environmental products not
identifiead,

vaof2
W
177 758021 -F0-B908 1 1‘1
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3. FEinancial Data
- no detailed financial projections (pro-forma operating
statements),
- no demonstration of financial viability,
- not even basic financial data provided.
4. Ca Costs
- only ball park estimates of costs provided, _
- costs oould vary significantly depending on specific

products (environmental) and thusg specific equipment and
machinery required,

- no equipment list provided.
5. astructure
- off-site infrastructure needs not specified nor costed,

1

$27 million figure was a guesstimate,

6. gove;ﬁmeﬂt Assjistance

- ne analysis of project wiability nor government

assistance required to make the project feasible,
- implied assumption that government assistance will be

provided at maximum levels for both military and
commercial products,

Te sum up, the Business Plan is inadequate and one
wonders why a sophisticated, major corporation like Thyssen is not
applying its skills and sxpertise to produce a plan which would
enable a proper assessment of the project to be conducted. Surely
the Board of Thyssen would not commit considerable financial andg
human rescurces to a project of this size without having first
undertaken a very thorough analysis of the proposed facility.

FJim Burkimsher

JB/cc

Y

, .ite Discliosure Sat 003 3of B AGCOG202
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1 Government  Gouvemement -
of Canada du Canada MEMORANDUM NOTE DE SERVICE
. »] SEGURITY - CLASSIFICATION - DE SECURITE
10 ’ Wynne Potter
OUR FILE — N/ REFERENCE
L _
[:" 1 YOUR FILE — v / REFERENCE
FROM Jim Burkimsher ‘
DE :
" December 22, 1988
l._ ] !
SUBJECT
oJET Bear Head Industries — December '88 Business Plan .

Further to yesterday’'s meeting with Greg Alford, you
asked for comments on the BHI Business Plan.

Overall, my impression is that things have not progressed
very far over the past 6 months or so. The latest plan is far from
adequate and does not contain sufficient information to allow the
project to be properly evaluated and recommendations developed for
consideration by Ministers. In addition, it seems clear that the
construction of the proposed facility is still dependent upon BHI
sacuring the LAV contract.

| More specifically, my comments relate to the following
areas: ‘

- market projections,

v . products,
- financial data,
. - capital costs,

- infrastructure, and

- level of government contribution.
1. Market Projections

- no detalled market forecasts,

- no marketing strategy/analysis,

- environmental products not specified.

2.  Products | | s -

- other than LAVs and other militAry products it is not
clear what BHI will produce. )

- wide-range of possible environmental products listed but
the plant equipment would likely vary significantly
depending on which sub-set of products are produced.

- split between military and environmental products not
identified.

5 e /2
{51
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no detailed financial projections (pro-forma ocperating
statements),

no demonstration of financial viability,

not even basic financial data provided.

Capital Costs

only ball park estimates of costs provided,

costs could vary significantly depending on specific
products (environmental) and thus specific equipment and
machinery regquired,

nc egquipment list provided.

Infrastructure

off-site infrastructure needs not specified nor costed,
$27 million figure was a guesstimate,

no analysis of project viability noxr government
assistance regquired to make the project feasible,
implied assumption that government assistance will be
provided at maximum levels for both military ana
commercial products.

To sum wup, the Business Plan is inadequate and one

wonders why a sophisticated, major corporation like Thyssen is not
applying its skills and expertise to produce a plan which would
enable a proper assessment of the project to be conducted. Surely
the Board of Thysgen would not commit considerable financial and
human resources to a project of this size without having first
undertaken a very thorough analysis of the proposed facility.

JB/cc
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Suite 3000, The Brewery Suite J000, The Brewesy

M

14B3 Hofiis Street 1489, rue Holis
Hatilax, N.S. Halifax (N -E)
Canada B1J 3845 Conada B NS

1902) 4268361 (8021 426-8351 »’
FAX: 1902 426.2054 PAX: 8021 426-2054 _
January 31, 1989

Mr. Greg Alford

Senior vice-President
Corporate Affairs

Bear Head Industries Ltd,
Sujite 908

350 Sparks Street
Ottawa, Ontario

KiR 788

Dear Hmordi

Thank you for your December 21, 1988 presentation
to me, and my colleagues from Enterprise Cape Breton, the
Department of Regional Industrial Expansion, and the
Government of Nova Scotia, on the interim Bear Head
Industries (BHI) business plan for the heavy-industry
facility planned for Cape Breton.

As you know, the business plan was shared with
these and other departments, and as a result, the views
outlined below are the combined concerns of key federal
departments.

As we indicated to you on December 21, in general,
the business plan, as submitted, is underdeveloped,
inadeguate in key information areas, and does not yet meet
established standards.

As you will appreciate, prior to reaching a
decision on a project of the magnitude of the BHI heavy-
industry facility, Ministers will reguire detailed
information, not only on the financial viability of the
facility itself, but also on the projects' anticipated draws
on Government funding, its implications for Canadian
suppllers, and so on.

-Accordingly, in order to develop the BHI proposal
more fully, the business plan will require strengthening in
a number of areas. (In this context, 1 have attached a
series of detailed comnments as Annex A.)

lot/z
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In addition, I believe it might be helpful for you
to clarify further the relationship between the Government's
planned acquisition of light armoured vehicles (LAVs) and
the intentions of BHI for its Cape Breton facility. As you
know, under the agreement reached by the company and the
Government last fall, the company pledged to proceed in Cape
Breton, provided, inter alia, that the company, having met
the Government's various requirements, was consldered for
participation in the LAV procurement program. The nature of
this agreement should therefore be expressed in your
business plan.

As a separate matter, while Y recognize that your
anticipated materiel requirements are at a very early
stage, you may wish to consider incorporating into your
revised business plan, a section on sourcing in which you
discuss potential sub-contracting from other regions,
including Western Canada.

Having visited the Thysszen group of companies in
Germany, and seen first hand the coampany's depth, its
extremely broad range of activities, and Thyssen's obvious
commitment to excellence, I am confident that BRI is more
than capable of providing a fully-strengthened business
plan. In order to begin further development of the BHI
initiatives, I suggest that a revised business plan be
submitted by March 1, 1989 if at all possible.

Please get in touch if I can be of assistance.

Sincerely,

Wynne Potter
Vice~-President

Attachment
0.C.! D.S. McPhail
T. Merrianm

K. Macvicar
B. Russell

OTT/SDC 'res
22224117 .

Jofs AGCO0300

AGCO0300_063



/A102:7251 20020306 : 2722224 - 0000119 : Front]

In general, the Bear Head Industries business plan,

while containing a variety of information, requires
gtrengthening in the following areas: )

I.

. G Distiosure Set 005

AGCU0300

Einancial

Baeic financial data. For example, the plan lacks
detailed financial projections (including five-year
pro-forma statements), sufficlent financial analysis,
and does not demonstrate the financial viability of the
Cape Preton faclility,

The source and application of funds, the facility's
caeh flow forecasts, and operating statements, are
similarly lacking, and must be included.

{tal Cost

while #stimates for caplital costs are provided, more
disaggregation is required on the nature of eguipment
required for military production, and that required for
civilian manufacturing. In this regard, a costed
equipment list is & necessity, and the plan should
incorporate a strong rationale te support the increase
in estimated plant cost from the $58 million
contemplated by the company in 1988, to the $95 million
cost currently envisaged.

Infrastructure

The business plan should include an assessment of the
facility's off-site physical infrastructure
reguirements, and the estimated costs of this
infrastructure.

vernm 3
The original business proposal, submitted by the
company one year ago, sought, in addition to the 250
vehicle contraoct, government assistance for
infrastructure support only. The current proposal

seeks a coneiderably-enhanced level of government
assistance. Accordingly, the business plan should

OTT/S0C /oCcg
22224118
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II.

IIX.

-2 - ANNEX & -

provide clear details of government assistance
contemplated, and a strong rationale, based on return
on investment, and other factore, to support the
government aid ~- including direct financial
assistance, training and so on -~ that is being
requested, )

Productsg

The business plan lists a wide range of environmental
products, This list should be supported by detailed
references to specific products, their components and
associated production volumes at the Cape Breton
facility. This analysis should also provide further
clarification of the proportion of military versus
commercial production envisaged by BHI.

Harkets and Marketing

The final bueiness plan will require detailed market
forecasts, supported by a market strategy and analysis.
Markets for specific products will have to be
identified, including long-term export markets for both
military and comnercial products.

Milestones .

The business plan would benefit from a listing of key
dates associated with plant construction, training, and
production activities.

O1T/SDC recs
22224119
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BEAR HEAD INDUSTRIES LIMITED

Bulte B0S, 350 Sparke Strest
Ottwwa, Ont, Canada
K1R 784
TELEPHONE (813) 563-83 21 TELEFAX (813) 583-7848
TELEX 0B3-3981 bh! ot

Maroh 1. 1y89

Me, Wynne Pothac
Yize Prasident ACOA

Nova Scotia ALOA

Sulce IODC, 1489 Bollls St.
Halifax, Hovs Bconia

B3I IMS

Déar Mynne,

Thank you for your letbter in which you outlined the concerns
of ACOA and key federal depariments who have alao revievad
cur plan and almo for gug¢ recent meeting vith you.

In ¢esponae to tha arean whare you have reguested additionsl
informatisa be zassembled o complets the Businesa Plen, ve
have procesded to broedes our activities to colledt the

detalls necapsary.
with ceapsct to ecsneluding & formal macket aralymis in the
commecolial product acrean listed in gur plan, we intend t»
$pply to ACOS in a few daye for assiatance under the Action
Frogram for funding an appropriste atudy by recognized
buslneas and marketing cesmarch speciallata.

After auch a study L approved, we will be able t0 proposs
an accurate schaduls for our full cesponsze te your lekter,

Wa continue to appreciate very nmush the ACOR interedt and
support for our Nova Scotla prejeet, without vhich we ssuld
not have progressad Lo whare W are DoW.

Regacds,

Tl

greyg sidord

. .5 Donclostice Zet 0156 Tl 2 AGCOGEAE
AGCON936 AGC00936_002
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14 July 1989

THYSSEN/BEAR HEAD INDUSTHIES LIMITED
BACKGROUND: |

Thyssen AG 13 3 major Weut Jerman gorperation, emplcyinﬁ 130,000
worldwida. THYSSEN INDUSTRIE AG ia tha principls Conponant
rasponsible for divarsified heavy engindsping napufmetuye with &
world-wide prasance and reputation. THYSSEN IHUDUETRIR AG hae
decided to significantly insrease its mapufdcturing bams in Horth
America. BEAR HEAD THMDUBTRIES LTD. has bll‘a setablished by THYSSIN
INDUSTRIE AG 23 a Cansdlan subsidiary to psrmit the tranafer of
inveatrment and tachnelegy to Canada to supply the KNorch: Amarican
comnercial and dafance markets Pfrom A proposed mamifacturing
Facility,. Nova Scotia. The Frse Trads Agrespent and the Canada
United Statea Dafence Sharing Agresment have positively influenced
tha selecrtion ¢f a Canadian sita to establish this Narth Amsericen
base of opepation and predustion,

GEMERAL DESCRIPTION OF BUSIMNEAS.

Tha Eear isad plant is intendad for tha faprication, amssambly and
reasting of high-value, advanced technelegy, machinery, sguipmant
and vehicle systems. These products will initiaslly e nainly
manufactured from existing THYSSEN deanign. Tha actlivity of new
product dasign and development w111 be added to rsflect increased
capability and changing market raguirementy.

DINERSIFICATION:

Wnile the planning of BEAR MEAD INDUBTRIZE has Always included
detence production os an esasntial activity in the first plhiass of
}Jeatahiishmaﬁt, the commurcial preductien of THYSSBEN snvironmental

H

srotectison sguipment has now bean debefmingd as an activity whieh
will alsc compence in the first phase. THY3SEN companies are well
antablished as internaticnal technolegy leasders in beth of the
defenca and snvironment flsldwe.

QEFENCE FRQGRAMS:

REAR HEAD INDUSTRIES plans particirr+ion in the cnnadiué and U8
light s-moured -~+>islea markets, < Iisring tracksd and. wheslsd
vehic’ a tasign:, produced in the Weve Scotia tacilicy.

The Cans-iap _vogram of graavest interast %o BEML HEAD INDUSTRIES
aas been the ATV, which pravious o the April 1989 rndnrag budget
was near finaiization of a Statsment of Regquirement Zor $Om& 1500
light armourdd vehiclea. i

Recngnizing thot the budget annpuncemsntis hayva put tha ALAV nroject

won held”, BHT now awaits decisluns expeaceed in the fall w&éﬁ& iﬁ}
\ indicate the ravised status of this pragram. ' .ﬁ%

3

QF, J HLJ? B 1949

e Drstiseee Bed 174 Izt 4 A2
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BHI is aleo interested In the roguirements for srmourad training
vahicles for the Reservs Farcas. BHI undermtands that this progran
ia nlasg “on hold™.

, i
Given that these two programs are how udndoubtedly under
-aconaideration in 1light of the wsvers funding revisiocns eince the
srril budget, BHI 1s daveloping a prupaln% that will:

the Regular Forces and Raserveas reguirsmants while
pavoiding tha Iargs scale t&pltll;ﬁutlﬂyl sontenplatad in

1, Offar a cust affactive, bully In Canada ;p};qacﬂ 11
the origihal progranm,

2. Delivy: » modern *»-ily concept light axmeur ; vehicla
to the -~ ilar f2ro- hich wilg mont the asginbiﬁﬂﬂl
reguirenent throughout the veeleby of future ralas that,
may be assigred to the regular forcss,

3. voa availabie tha vehiclas f&r the Ruuarvaﬁ through
aubeaquent radlistribution. ; ; x

4. Sscure for Conada a algnifivank industrial t%ﬂhnulayy
and produstion faeility for defence and commeroclal
manufacturing with a mandate ta supply both thae Canasdian
and the Amorican markst., Basad {n Atlantic Canada, BHI
will algo sub-contract in the Western provincss as well
as the cantral pgrovinces.

BHY intends to present thia ajtornstive concept to the Dapartnment
of Mational Defence oncs reaquiremanta are ﬁtdnrinud.

!
% |
|

AGCDOE 2

AGCO0912_004






[£¥02 - 7147 - 20030117 . 3420 - 000001 ; Frant|

SUPERText

RCMP “A"” DIVISION
COMMERCIAL CRIME
File: Al0z
D5A.517
EXHIBIT INFORMATION
DATE OBTAINED: 13-~ DT
Obtrined By: C-‘SL 'ﬁug} o B e
" Exhibit No.: -2
Item No.: Ay

Location: L Qm Yl (3“.., ok

Arcan oPlilce
DOCUMENT CATEGORIZATION
Document Type: __adbo, . cbe

Original: Yes__ -~ No_

COMMENTS ’(r‘&  obAs ~TD vV 1

i*?\mn’\ﬁg LQW%L % -

AR i

AGC Disclosure Set 016A ' 1ol AGCO0571

AGCO0S71 ~ AGCD0S71_001



|A1GZ" 7147 20020117 - 3426 ; 0000011 : Front]

S
Ottirws, Ort., Cinmola '
KiRTod
TELEPHUNEIE131563-3321 - TELEFAX [613) 5637048
19 Tuly 19489

The Hon. Bill McXnight
Hinister of Defencs
Room 401
Confadaration Bullding
Ottawa, OnRt.

K1k OAS

Daar Minlgter:

As you know, THYSSEN INDUSTRIE AG has besn mctive for some time in
sstablishing s major manufacturing capability in Cape Breton, Nova
Scotia. This investmant initiative is baing taken in responss to
Fedaral ragicnal develcpment objactivas.

BEAR HEAD INDUSTRIES LIMITED (BHI} will ba the Canadian subsidiary,
and the Horth Amsrlcan production buse for a nimbar of defance and
commarclal preducts, including light armoured vahiclas, Sur
intentiong in this regard are weall known, and moreover spsalfied
%n a joint understanding made with tha Government on September 27th
ant ysar.

Thare has besn some speculation that the LAV choice facing the Army
is confined te two optionm in ths immedints term:

a} procesd with n proposed $100 Nillion wheslad vanhiclae
ordar for the Eeasarves. The advantage 1m that thie
proposal Is relativaly low in capital outlay. The
divadvantage is that it, in fact, sesaks to purchiss new
vohiclas reflacting what is in esssnce, old technology.
Tha other disadvantage ia that, alone, thiw proposal does
not address the overriding reqular forcs LAV reguirsment,
Whataver role the futurs may hold for the Canadlan arwy,

AGT Disclosure Sef 1484 2015
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BEAR HEAD INDUSTRIES LIMITED

2

wa strongly submit that the fivst pricrity sust ba in
faveur of & vahicle capabla of xesting all likely fukur
reguirsments, ranging through the ‘from
pencakeaping to high intansity conflict. This vshicla
will ba produced by THYBSEN in Cansda.

- b} procesd with the AILAY  program. As originally ’
3 conceived, thiscprogran was sstimated as oosting anyvhare - d
‘ from I to 4 billion.

BazAuss Wa hre aware that you ars nhow sstabllan] prioritiss in
program funding, wa fesl it is ifwportant at this time to submit &
raw option for your consideraticn which we balisve raprassnts a
logica) and cost-affective altarnative.

Wa appreciate tha savars impact that reduced funding has made on
pz—‘*egnm and sxpactations within DHUD, but va also recognize that
razl sguipment. ahortcomings remain in both the Regular and Ressrve
components of tha Land Force. These include a lack of adeguats
protection and pobility in the light armoursd vehicles daployed
wum:a:, imd & criticsl shortage of armoured training vehicles for
tha Militia.

In tha light of this mitustion, THYSBEN ia prepared to proposs &
gore affective (but still finapcially modast) responss to tha
m‘. naeds, © C DECDOED oy pravidd _gver 00 _well Lrotectsd

f 9 . it OB Vm e T O agn. Llronm

nrinddpnn ad1s ot { oo
B250 milllion CDN .

Wa would recomtend to DND that theas vehicles replace the M113 in
thair most oritical roles in deployed fiald units. Such partial re~
agquipment would significantly increass troop protsction and combat
capabllity in Canadian units oversess, and will additionally persit
the relsase of in-sarvice vihicles (Mil) or AVGP) to the Ressrvs
training rols.

* Bapesd on THYSSEEN HENSCHEL costs caloulstsd for 01.05.1589

AGC Disclosure Sel 0184 Jofh AGCON9T1
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BEAR HEAD INDUSTRIES LIMITED

Tha advantages of our propossl ara:

1. At & Telatively amall cost, it permits the forgess to
cbtain modern technology with a new family of vehicles.

X, The THYSEEN vehiuls offsrs assantial protsoticn and

comebility for overseas amploymsnt, with good capability
. in Northarn conditions, sxoallent off-road capability,
satisfian the most coritical neads of Nato-asaigned
wachanlizsed units, providss a high-level of ballistic and
chamical prntuctiﬁn for Canadian troops, parmits stratch
potantial including up-srmouring - 8ll characteristios
not offered by tha wheslsd alternative.

3. Mpets an assantisl portion of the Field Army’s
rsquirement at a fraction of the originel ALAV L2068
préeject cost (less than 10% of criginal projsction}.

4. Permita cascading of in-sarvice vehicles £0 neet
Rasarve training reguirsments.

%, Finally, acceptaénca of this proposal will parmit sarly
start-up of tha Nova Becotis facility, allowing ths
establishment of a3 new <Canadian heavy industry
manufacturing plant, with sdvanced vehiels technslogy,
creating more than a thousand jobs (direct and indiract
conbined), and superbly positioned to participats in the
new U.5. vehicle prograps,

We bellsvae thet tha introduction of truly cperaticnal vehicles of
advancad design would bast meet tha Army‘s prasent nasds and future
contingencies. BHI is preparsd t¢ manufacture such vehicles in
Canada in response to your Departwent’s regquirwnents.

As you can sas, Winister, we are quite far from tha multi-billion
dollar figure once snvisagad. Qur figure of $250 million is offersd
to you in good raith as our besat current estinats,

1f you acoapt our proposal, wa will igpsdiataly procesd with the
§95 million conmtruction investmsnt for & combined military and
gnvironmental products plant, &8 described in our projest
dascription on pecord with Atlantie Canada Opportunitiss Agency
{ACOR). A% you mre already awars, the Minister rasponsibla for
ACOA, the Hon. Elmer MKacKay and hnis dapartmant hava bean

AGC Disclosure Set 0164 P
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~ | BEAR HEAD INDUSTRIES LIMITED

8

consiatantly supportive of cur invastmant plans and would ba abls
to provids sdaitional information on the positive sconomic impact
that our proisct will bring to regional industrial developmant In
tha Atlantic region through tha piant establlishment, and In ths
Wast thiough the sourcing of parts and componente.

Wa are preparsd to bring flexibility in tinancing, lneluding long-
ters payment schieduling, and submit thut the cost of thasa vahiclas
can bk compatible with DND’s budget and cash-flow restraints.-

We sincsrely hope that you, your dapartmant, and the Armed Forcse
shars our snthusisam for this proposal. We are at your disposal for
Earthar information and discussion, and lock forward to your reply.

Yours sincaraly,
BEAR HEAD INDUETRIES 17D,

{i%l«\w

Juargen Hum:m
Frasident
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Minister of National Defence

SEP 21 1989

Ministre de la Défense nationale

Mr. Juergen Massmann
President

Bear Head Industries Ltd.
Suite 908

350 Sparks Street
Ottawa, Canada

K1R 788

Dear Mr. Massmann:

. Thank you for your letter of July 192, 1989 regarding
Bear Head Industries' interest in providing light armoured
vehicles for National Defence.

As you are aware, the Government, recently announced
approval of a project to meet the requirement of the
Land Reserves and awarded a contract for 199 wheeled
vehicles to General Motors of Canada. As part of the
same project, a contract for 22 tracked vehicles will
be negotiated with FMC Corporation of California.

In relation to future requirements, it should be noted
that a review of the defence program is now under way.
Establishing funding priorities, which you refer to

in your letter, is a key part of this review. Future
requirements will, therefore, obviously depend on the
outcome. It is unfortunate that we cannot be more
precise at this time about our future programs, and

I regret the difficulties that such uncertainty must
be causing your company in the development of your
business plan. However, I am sure you will understand
our circumstances.

I appreciate your continuing interest in National Defence
and its light armoured vehicle requirements and hope
we will soon be in a position to look ahead with more
confidence about the nature of our long term program.

Yours sincerely,
m«) v . :
R es N\&L&%

Bill McKnight

Q@
., ~ Ottawa, Canada K1A 0K2
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BEAR HEAD INDUSTRIES LIMITEL

To KS
From GA

28 September 1589

The situation in the press has ended. The Nova Scotia reports have
all been positive and have corrected the suggestion that we would
ship LAVs beyond Canada and the US.

I will be working on a draft letter to show you next week, for your
consideration in sending to the Canada Isreal Committee, to express
our assurances that BHI 1s going to produce defence equipment
strictly for the Canadian and US Forces. This letter will be based
" entirely on the information which we have given in the BHI press
release of Sept 28 1988, and nothing more. While the final
decision on such a letter is up to us, our friends have agreed that
this will be a helpful move to get on record.

Jan has sent a report on the KM pitch Nuernburger was making to
DND. While this was not refused, it is interesting that Healey
refused to attend. I expect nothing is going to come of it due to
the current DND view of both the Leo and the Puma. We did not
advise Nurnburger of any information about either our plans or the
view we know is held of the Puma. We should try to determine the
level of interest from the German side in pursuing the rumoured
purchase of Canadalir Jets and drones, and then see if it is
possible to position the BHI purchase by DND in the same balanced
trade context.

On the subject of the Environment Minister’s visit to Germany, T
have learned that this will be very short and may not have any time
for commercial visits. However, I will receive information on the
itinery on Tuesday, so we might be able to reach one of the people
in the German government, such as the Environment Minister, and
arrange that they recommend a visit to a Thyssen FGD scrubber in
the vicinity of Bonn. Otherwise it is unlikely we can get him to
arrange this from Canada.

Perhaps you and Juergen can be arrange that this suggestion can bhe
made from th German side; but if it is difficult I would suggest
that we just try to get some of the German officials who Bouchard
will meet, informed of our plans 1in Canada and agreeable to
promoting the Thyssen technology capability when they meet him.

T will be out of the office on Friday but will call you in the
morning before Chris and I go away.
Regards,

2=
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BEAR HEAD INDUSTRIES LIMITED

KiAVER

TELEPRCOHEBTS8- 33 i TELEFAY (&F4) 553- 1548

Mr. Petsr Sipith A e . s I '
Vice President ACGA-Ditawa } L ey | A o7 o
Hih Fioor L i ;ﬂﬂ' {s‘,-i‘ o J"‘J, I o
fl Crueen Siroey ey S

il Tint. }i._,,r( | gt’r ° SR A R ! .
KIP 3RS «,,Aé* fJ ﬁxi} 3.‘-"!" b b F #h’*"ﬁbﬁ'}?

| N e
Dear Peter: A "*’{:f.,‘l:‘ “'jyﬁ"‘ .o = *yg '
In zespormse 1 wour letter of Bavember 3 1990 1 am plessed 10 enclose the fpsncial,

technicsl anig marieting decait shich you sequested.

The materin) enclosed ix an exiension o the dacussions hedd in your office iast week.

The formet cf informatcm s Rldowed that which you vsed i the umnex of your Jeiicr,
s the safgey of 3 ey chiogms which demonsirae marieis and employment, [ 58X thal
whiedt wg Teview these charts you consiter the potes which are attached 1o gach, 23 thesw
explile the assumpiions and nusdificitions. wed in ssimaiing o ensure § HSEDIHT
firccast,

}wal] B 6k yovir Shpesal 1o discuss sy of this informntion in fupber detas), Plense congsil

rme # | cxn be of any mssitance.

Sincereky; ,%P :l*-"
1‘“&7 , r""",., ye"" i A

Cirey Adfard ‘H
Senind Viee Bresalone ' o A

- ey B2t 171 ot 1 SIRREY
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Assistanee Packoge

A pompanzon of 1988 o 19K wil] be

pearviied Howtmber 19 19X

Hant

Sumemary Dag and amagam Cosl Bxiamates will
be provided November 19, 1990

Consfruction aml Produsiion Schodoke
Please refer 4o Toble 51 and 3.2

BB 1O

COMMERCIAL COMFIDENTIAL
D NOT: .ﬁ} REPRODUCE

COMPANY PERMIES!BH
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The nttsched chartaTabbe 31 and 1.2 show empboyment projections for moin scivities.
The jwajestion are hoasd upan: :

W Plam ediuaraoicit 250 miate

bi. Saleg ]m;jﬁ!ii:m {see Tohle 1)

I shoudd be noaed that ke noiseable employmem “peak” between 199498 & hasex] upon
rursent best estimates of cersin 115 defence progects. Should these predictivn accunstely

materiatize, then it wiwld be likely thut the activity coukd be mewe evenly spread

Ll sghour Conlracing and sork-sharing wiih progrien pariers,

The aggregaie of toind direct pibs & 682 per yeur {sveraged over T vears). This shoubkd
Fepressit & reasomahble hasi @ provide sataipsd employment For berwess 300 ol S0
peaple.

Fhase 1 acrivity ot BH] now sncludes enviconmentzl preducts previously scheduled for
Pliase 11 Their pavjessed reveris and @mplrﬁ;ymcm pralilés are sherefore peflecsd i
, ‘Phase T charis (ke 1.5 B i Thyise™s firm indesitdm @0 biing in furtler Sommercial
{ dieersificatsm g the earliesi IH“’liﬂth'k‘ dale, and ng specdically required s maiman profi

,r' and employment ol BHE during Phase 1. It is nat (heught possible 10 predict Phase 11

cripiereinl sales past 2000 with sullizient pocuracy 0 prsem employment. 11 5 however
ietesvled e inaipain phanc activity a1t Phase | el

BHI eisentially imémbs W5 employ kicsl people in e majority of prolection and
aibmnistrative jobs. It ik apprecided that mamy of the empiopees will initinkly = in need
of lechmicnl traimisg or upgrading. We wish alst 10 offer emplovmicnt 10 Nove Setisns
wiih npproprisie skifls who are working owside 1he Province ned would fike ta retunn, {We
krwiw That o poeabet of Buld emprlyees have eqpresseil mn diterest ia wwaislerfing, should
BHI become exablished.] Key mamapement and supervisary peesonnel will be recrusted
i scedddnsse with popmal Cansdian husiness hiresg practice (Jrom withisn Chnipids whens
possiblel Drue 1o the need o rsnsfee of technodogy, and prohtion "Know-fse® for
specidny g‘im{luﬂ Enes, Thysen will anitially pmvi&t ey pcrmnmi froms the parens
compaziy in a nemher of managemeni, engineering snd sepervisory puasitiens. Thess

Lo Drmrieare T (21 EE 1

Bopipioe?
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gersaone] will represent a very small fraction of the Company's empkwees snd their &5
nuntber will be progressively rediced as e plisi & “Tun-in”, BHI will also esighlish ang "
Frasmtain ity esientesl B+ 1 activitics throagh contiaind doss: lisson aml likely cross-stalfing ;““““;?
with carposaie affiliaes. i

L pF

y S-S
26, lmgstmsds  (Final cselpnnte will be providsd Now 19
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Mamaber of vehicies

Delivery prafile

Cnsh-flonw prodile {§ M)
Contract price (5

Currencly sn use:

Purchase forecusi:

250

« Y S0 8 T
Xl 11

1

124 12015 1204
21 B

HATO, Geomany, MNetherlinds, U5 {NRC]
Oiiher: Vesceusls el

see tahde 1

Drevelopment iimedines: TH i proceeding with development of the base-dine vehide

« Tull scale mock-ap

13

1se proolype

Znslidae] profotype

i

Ist profolyps west

¥

Znd presotype test

Arif progogypee 1esi

Milestomes currently schedubsd ares
March 91
Aprid 42
Jung ¥2

hlay-Aug. 92
JulyOvr 52

July % - Feb, 93

- Malitary tinle invalving all three {3}

- Drsriuensee Bad B3
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= frototypes shouskl b pompletsd by P, 93
- Mehicle meady for production Jan 94

alst refer foi table 1

Ligit Erice

Az the TH %5 & & "Tamib™ schicle, its price will depend not ol on 1be overall quaniity
cognracied, bar ake on the Lypes, amd ihe nombers of variapts included « and on the
conliguraton oftions selected. Opee DNDFs esentinl pedormemke requsiemients s
conlirmed, then o target estimate wwald he made oo the basclime vehicle.

in contrast 2o some coumnpetnors, Thyssen Berschel hazs mnnrmeﬂ 1o whivw mma:ii:mﬁh:
stiErgih i 2he arnsoured wehicle mnpleel Sabes Ninve dohled in the puss o years, aid j
this favourabée sfustion bas permitled ihe comprany 1o finznee the TH 495 project.

This pew development i for n ligh, tacked combar wehicle famidy, well proecied, w1

iff’%}i capahle of deploymenl by 14 gaeradt. 18 B Sesipres) 10 aeoe(t werious ammament and
_ﬁfi’ armpur fis and for adapiion to a number of batclefield rales. Thyasen joresees o serong
S Rture marksl fod buch 6 Rdwaniond angd versatile desipn, s swdated, ev-capable, - of
W heaseer - equipments are nspianed i response kv ovodvang ‘furmr*;wmﬁ{l:mn or peaces
. keeping mequirements. A progection of some of dkese LS amd NATO markets i gl o
s the attschied Sates Projection Chint (iable 1) Thyssen consequently belicves that these i

niz reaf risk o the Conndise Governmeqit that BEEE will reguire furcher suppore in arder
0 mainlEin smphymend.

Thepsmen Bfemsched and Gieperal Dynumics Land Systems in a leaming armngement on the
Thyssen Henzchel dessgned MBC Fox Reconaalisance vrjﬁwlt,hﬁ; D) s *msﬁ in a-::m,g:
A9} 1 Curtbker devedap 10 US Military spec sl sappily :
The campetilor in ihis program was ibe eam aof TR

Tomal vontrsc volue & estinavied at 3K million. Produgian schedule & specilfied W
eomimieie in EY IN9R0H snd somplele in FY 19969 a1 & delivery sate of 42 anits per
PEOE. h e »

T oF Dendomarn Tl (R0 Tl 1 [eye a i ol
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o bve Niest T phases of the prograim are fwided and in progiess:
Flase 1 - diglivary of B intering velicles is complete and ) ndditional ander
prodecticn ad Thyssen,

Phase 1T » development of systen: imprewvements is also under way.

These phises will be beilt oo the Thyssen Henschel noxluction line in Geomany,

Nise: Durmg this phase - the US Army kave Tequesient supply of &) NBC POX on an
emerperey Basis - drawing fom the Cermen Ay stocks for deploymenl o ihe U5
Farces in Sawd: Arshin - Thyssen Henschel bas cooverted  ihese wehicles w0 LS
crapEiEas e and sperating specilications Jor the conditicss in the Gall, Mos of thess
& vehicles bawe now been delivered and =re in use by the US Army and the US Marinesx.

- Finat phase- for 210 units will be buill in the U5 on the GDLE production line in
| Michigaie. [ shis phise Thyssen cungols a shiare of productlisn and sshin that sliaes
/Smiﬁnda 1y supply thie vebisds bulks fram BHIE

Thyssem Henschel iz bound in joint wensiure for 0 US program koown s WEBC
Keconnuissapee sysem [NBORS) theough o Memarandam of Underscanding ¢ MO

4.2 Forpsl |

This MO0 is specific #p the NBCRS program buf provides for extended co-operadions
belwesn 1he twor firmis where rutusdly agreed,

The technologion] caperiise of the wo Firme & regarded as complinsentary and therelare
preamises B Ding coMinied cleiperileness Al success s bkl sikles.

4.3

{WNphin e Egse f the MBCRS program when peoduction mewes fvom Thassen i
[ Germuiny 1o 8 GDLS fine in Michigan, Thyssn wili redasn a ghare of production waloe,
11 which specificaily nciudes ihe supply 1o fully fsbricsied wnd finkhed Tl wois. It s ihe

' intent of Thyssen 10 execiie that Fabsication a1 BHL.
4.4,

Eor a demonszration of the revenus stneam associded sk ihe L3 NBO Foo progreen
please refer 10 kble 1

T Do Tt U3 CE R QLA
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4

f 495 Tectininhsm =3 ﬁgﬂrﬂ

“’k-a e fll - }j
Thyssen Intends o mansfes(ibe full production echnolsgy for both Puchs and TH 495
duzring ihe preparatory phase of prodociion contracts: B is farther intended that design and ""{)
development In response (0 pustomer Tequisemesns, and che ppproprEde  product
mgxrmmen} worrk, will be cosrlucted ot BHE.

Fachig

BHT will hegd ehee procduectian mosdute of thie vehicle for supply to the Cansidian Froces.
In mwiplionee with the jisnt produciion agrecemsnl wish TIDLS, Thyssen cantion (fansler
LIS maarked mnmdade w0 BHIL Hmﬂe’m BHI can regeiye, wotk [rom the Thyssen rﬂnm&ﬂﬁ b
shire o ook i 1Bz join ventre iS5 ghe caie ureder the earrert NBC Fox Prograsm, & mmv‘%

TH 4 ¢y e

Tt i imende] 1o wansled the Nl A il Jir BELL, 45 well &5 & shate ip other
mariels. T mus, kowever, be ﬂ{lpl‘é[‘lillﬂd th:ﬂ a LES p.artm:r muy he deemed eszential for f{'
successtul compperition in some US peojects. In such enses. co-prodaciion will kely he
regatiated - with 1he obpedt of Fe10ming o Paximum shuae of qu-ﬁ:rm;ms - produdtion in
Cfamm e

Thyssen is nol & primary frodocer of armemeat oo of fire-contnd sptems. However, the |
fmpogsant teehnaiogy bor Integration, test and service support wil be wansfemrelt o, or -
developed &1, BEHE This s dlss troe of mmrvpatﬁ aml oiber instalied sub-sysiems
Thyssen iniends nonetheless, 1o denife and ssiise sub-conireciors capuable of conducting
Beemne} production where no ensting Canindian w;lﬂhihty cmsﬁg In many vases, Thyssen
will conpeggie  in -sysiems  development with  cptabiish daudion  sub-sysserms
misufscisers.  will @ view 03 ieorporating kkh mu:ms liﬁﬁ Lum::taan w5 ,uiilca &l the
same lime expasng those systems ¢ U and European markeks.

[siae
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Thyzsen Industrie A hoklds 0 wvarieoy of emnrﬁﬂmzmu.l sr_chmﬁnglﬂ, maindy through s
Thyiren Eqgingeting Jivision.

Thyssen Engmecring hins pliced a mkering exvcwive on assignment 16 BHI's Ostawa
affice since Owlober (98Y, {n this dime divest markeding dctivities have been ourried out
as well 38 a penernl marker study conducted by che oompany with Price Wailerhouse,
Hakluk.

Bodh seihatics b coaliomed & sigiihcant despend dgpaoctonity £agils fig 1he cslabdishaadnt
ol #n :Emm.mn:-fmnﬁ technalogy umwil within the B fncilizy.

Peswity Bt Doen vz;ﬂu-’t-hs’hm Tewt j'm:-f:-,ta in lhaf s of:

r;}w isiEstiog (PG DY trenrment dor coal fired power pilusery
ﬁhkna;ﬂ}%}mnﬁ -ﬂ"ﬁmcﬁme injoetion process which & currengly i
cperadian an svme K stadions in the US ard Barope.

FOGD markes shnig and revene f&mﬁ are provided in Tabde 2

i Ds e ihe treatment of munaipal solid wesie.

Eu-sﬁmﬂmm of wasle siream: volume while producing
znle agnrulzuml bvvprm!urzi:s Crrganic compasting is an imtogral step in ihe
peocess of & 1ol mrenjeipal sobkl waie woluiboe which Thyssen is capabie
of offering o momicipedites in Conads amd e LS,

fr prspaiatica of shese miarkes fonegasis for Fiue Gas Dessilphurization (FGDY she
Frdkeaing obserssioms were made Jshewn w Tobile 213

2 major FGD customers exist in the Cansdian marker, Ontario Hpdoo, ISew

] e w— Y oooF 19

AGTOIDAT
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- Bronswick Powir Commissinn, Nowa Scols Power Cieporation.

Eack cusiomer & a peovipcially swwned Crown {:ﬁrgnwmm and poameguently
mandaded 1o pismale coinomic development w#hin itk Byme Paovince.

,r‘ mava Scotis Power Carporation and New Hrunawick Power Commission will e

ffBHEs prioriey markeos for Cresadian PG snles. Bach operate ooal figed i

¢ siationy which will regquire FCE sytterny 0 meed the sulphur Sumwxle emixon
ceilengs targeied dor their respecine province. With BHY's kweation m Nown Scesin
i is assurmed e haghest share of BHI work will be sevpred on pROjests in tha
provinve and minimizes the ok in contract award, due so the absence ol any other
demestic o wehmsogy for FOD,

While Mows Seots Bus dectired b tention wo dzlny segulsstion of FOGLY seaiemms
pikil sbou 199394, ring pobiis préséuse [OF environemenlal praseetion fmay foaoe
carlier apgpaisgicn

Dindazaa Hyre: & ue owner of FGD lechnolpgy which aliboagh nnprosen, s
expecied i infleenee thedr procuremeny pintiern gn FGLR sysiems, amd therefore js

re Eargeied as a peiarity .

- ‘..#ﬂl Bipures in Table 2.1 are hased on o Price Walerhoose, Hulifax, Market Study
¢ FSER as cosnmbsioned by BHL, angl shure furded by ACCEA

Mo market esiznates sre avadlable at thie time, g dbe overall marked 5 # being
sarveyed. However, Thyssen is currenly empaged in responses so Reguesss for
Proposal Erom:

« Greaier YVancawver Area [Consartivm member 1o fotnd soludgion)
- Edmarton Roegicn: {umseliciied proposal - handing &od conmposting)
f = Halifax Dartmiouth Melropolinan Région [3odal solufion jropixsl)

- Toramo Motes and Begson | Techeslopy subsopliacsnr b oversll prigec
bdelidera )

fid. Esimated emplogment Reecasts are provided an Tuhle 31

o Dhmsabetans [red 503 ERE- 8]

AGC O AGCOODET_011



AR FET AMEMGRLD 34EY  MEHITA Frel o ' ‘ 1 ol

CONFIDENTIAL

e, m.
Emviroamensnl proiection vechnology contemplaied for transfer é mm&!‘)& ihe parent
(;hmgmm 1]3’:"‘-5?‘“ g mgmlf A{}.

i
iy 5

Hﬁ l‘n‘}nﬂy ar bicense fess will bhe chmgeé by che parent for bschralogy received by BiHI s _JJ‘-

- g urma ST

EEHI wﬂ{ !"E;,ﬁﬁ’ifﬁ comiglese production and process 1echnolegy transfer for dbe folloving,

prosducts:

- Frue {Gas [esulphurgation Poocess {FGI ;" )
Tisens Wet Limostone Imjecism Process T
appiicable 1o coal bOred power genetaisng shidions

» Bhdagical Composting Process N
grers the ofgasic mporen of mupkcip] wlld wiste (MW e & Pt
safe by-prodoct B use as a soil stabileer. N

- Fluidizes] Bed Incincration - Enscgy From Waste 1
utilizing refuse demived fuel (RIDF] from either sewage sludge apd/or MEW |
s iEcinerxison process Tarns cdeandy with iniggoated scpubfier 10 Gaptere
pascous omissions st the samwe time a5 geoerating steam which can be i
converied e eloctric povwer. }

= A mge of other processes and sysfems ecst within Thyssen environmental | L‘
aetivities ardl o8 & demand 5 cSlablished an Nonh Amierssan merkels :F '
accessitle from HHE these processes will be trapsferred 10 BHI to mazker ;-
and masnalaoere, gf

7 elar ek 1573 et 19 SETDSET
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MARKET FORECAST TAHLES ANIY NOTES

DEFENCE - TABLE 1
ENVIRONMENT - TABLE 2

EMPLOYMENT - TABLE L1

st TABLE %2

L& Dmegare Sud VAT V3od 19 BRI
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RISK MOBIEICATION OF SALES PROJECTIONS

= {shown in Tuble 1]

In onder 1o refiect o realistic and conservalive soessment b sshes potentinl the following
guidlives were olserves] disring chart preparation:

- Girces wolume of profect was significenaly reduced, apd possible BHI sheee
assessdd wilth d Tunties redudtion {Clings A and B)

- % sk of seoucaig comarect wak then scessed (O O end vudie again rediesd,

« Projecis bisted onby if closely malched 1o exssiing ne develnpmendad Thassen
priaduscts

- Projects fiskeal only where seesaus sales effvrt andior commertial Fistussion alresdy
ke Wy

{Ai - Balance of Canudion MBOY regaircment ml roflected

- LS Army NBU FOZR projeciest oply on concrscied qisigioy of 68 vehiclkes, in)
ihe soded Army reguirement far M6

X - Mo milftary markeds Jisted 2otsde of Nomh Amercs zand NATO

- Mo pregechng made on US FEAV (Fuwse Pamily of Arvcured Vehileles) a8 the
praject = presently oa bald

- Mo inslasion of Thivsen Hemsehel corrent overtiose of ordets For sipguort |oading
‘3 brwdges which roukt be placed a¢ BEL i plant is in operasion.

o Pramlespar Tt 03 Fdod 19 FERLDTERT
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FLLE GAS DESUEMIURIZATION FOREBCASTS

{showm in TABLE 2.1

En order o reflect o pealistic and conservaiive ussessmiend of sales podeniial, the fullosdng
puidelinis wiie olnirest during Chal preparsiao:

et Dmmepaene S TREN

AGZIRET

. ;
FhyserBHI w3l not secure sgnificand environmendal activitles umil estabilishunens g},a'—"'

o prixlesiion and engineering Badlities in Monh America.

Mevessity of ieamigng sid sub-comeacting i the regiim of esch project is recograzed
in the BH] Reverpue Fowecosd foo each region W

% risk af secuning coairact was then assessed {risk colamn} and waloe for BEHI
roveiut $hen eecast.

Craly Asfante Canada and the Morth Essterm 25, markes accessible by mge
Teatispant are forecast foo mmrked shiare, ?

Canadian projects Bxied waly i regaired 1o meed existing 30, Flue Gas emission
axilirgs

et 19 SR

A
:
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Bear Head Industries Ltd. B13 Sikbd rbad P Ulovb ]

Tl;YS SEN

BEAR HEAD INDUSTRIES LIMITED |

TO: Hirgen Massroann
Kartheinz Schreiber

FROM: Greg Alford

DATE: April 30, 1991

MEMO |

TEL: 613-563-3321
FAX: 613-563-7648

SUBJECT: Attached is a memo on the background and status of BHI's offer, as requested
by the Hon. Elmer MacKay

All information is based on the papers written during the last visit to Ottawa by Karlheinz,
and the letters to ACOA during November-December 1990.

I believe the Minister intends to use it as background in his discussions with his cabinet

colleagues.
; Regards,

Greg

KHS00249
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Q No establishment grant programs as administered under the Department of Industry -
Science and Technology are requested.

Infrastructure costs for a “greenfield site” in 2 kan proximity to existing roads and
services are estimated at $12.2 M (Dec. 1990)
It is anticipated that Va of this would be contributed by the Provinee of Nova Scotia,

and % (8 Million 12/90) by the Federal Government through ACOA.
To get the Thyssen-BHI project started, two key clements are necessary:

1. Land and Infrastructure Estaﬁlishmcnt

" Sufficient land (300 acr"es) and basic industrial infrastructure and services (includi’ng
rail spur) is to be provided at a site mutually agreeable to the Government of Canada
and the Company.

2. An Order for 230 Armoured Vehicles

DND has determined a need for a Multi-Role Combat Vehicle (MRCV) capable of

a variety of missions including peace-keeping. THYSSEN-BHI would propase to

manufactoye a variant of their new design TH 495 which is being designed in parallei
" with the DND program,

. (The contract for 250 vehicles needed to "kick-start" the BH! facility will represent
about V4 of the proposed MRCV requirement). :

3. TH 495 highliphts;

- weight class; 16 metric tonnes
- air transportable: via Hercules C-130 aircraft
- protection: armour, basic: 7.62mm AP (armour piercing)

armour, add-on: against 30mm (AP)
environment, NBC protected (Nuclear, Biological,

Chemical)
- family concept design:  variants inclvde - reconnalssance, combat and
. Infantry :
2 April 30, 1991
LEVIGAELETRAR LR W T “fny
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B4-30-1991 12'36  Bear Head JIndustries Ltd.

BlS el redd FLUn/vo

FEDERAL EXPENDITURES FY: 199162
{1990 Dollars)

FEDERAL THFRASTRUCTURE

(ASSUMEE 30% BORN &Y
|__PROVINCE)

BH

PE/9T 10
2001

TOTAL:

aN

VERICLE ACQUISITION COSTS
(ASSUMES 230 LNITS
DELIVERED OVER 3 YEARS)

154 #

154 M

3B0m

LOGISTIC COSTS
(INCLUDES TRAINING,
DOCUMENTATION, SPARES,
MAINTERANCE, ETC)  ~

TDTAL!

B H

-

--------

0% M

o o o e

169 M

169 N

-

459 M

OPTIONS:

’ i) Should it be agreed necessary, the Company could offer bridge-financing in

association with the Canadian MRCV program.

i) It is recognized that the Government may wish to contract now, but to delay
commencement of the delivery schedule of the vehicles to a fiscal year later than
shown, In such case, given a firm production contract, the Company is willing to
proceed. It is the Company’s intention to proceed with start-up of the facility to
achieve production in 1993, based on subcontract work for the Thyssen

‘Henschel/General Dynamics order for the supply of Thyssen Fox NBC vehicles to the

US Army.

PRODUCTION FOR EXPORT:

In March 1990, THYSSEN - in a joint venture with General Dynamics Land Systems
- won an order from the United States Army for supply of 268 Armoured NBC
(Nuclear Biological Chemical) Reconnaissance vehicles, with the THYSSEN Fox
NBC vehicle.

THYSSEN holds a significant share of the manufacturing content committed for the
North American prodaction, and intends to place this work at the BHI facility in
Nova Scotia.

To justify the choice of Canada as the North American base for the facility,
THYSSEN needs the 250 units order (equivalent of one year’s production) as a start-
up order.

4 April 30, 1991
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Tl;YSS%N

BEAR HEAD INDUSTRIES LIMITED:

TO: JHirgen Massmann
Karlhcinz Schreiber

FROM: Greg Alford

DATE: April 30, 1991

MEMO |

TEL: 613-563-332]
FAX: 613-563-7648

SUBJECT: Attached is 8 mema on the background and status of BHPs offer, as requested
by the Hon. Elmer MacKay

All information is based on the papers written during the last visit to Ottawa by Karlheinz,
and the letters to ACOA during Navember-December 1990.

I believe the Minister intends to use it as background in his discussions with his cabinet

colleagues,
i Regards,

Greg

KH30024%
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[

THYSSEN-BEAR HEAD INDUSTRIES

BACKGROUND

The Company:

THYSSEN AG is one of Germany's largest industrial concerns, employing some
. 147,000 persons worldwide, in hroadly diversified industrial actjvity.

THYSSEN INDUSTRIE AG, in response 1o the regional development ohjectives of
the Federal Government, has been endeavouring since 1985 to establish a
manufacturing capability in Nova Scotia,

THYSSEN-BEAR HEAD INDUSTRIES (BHI) is a Canadian subsidiary, wholly
owned by THYSSEN, and mandated to establish a North American "heavy industrial”
production facility, drawing on the entire range of technology within THYSSEN,

Among the initial commercial activitics targeted for this facility will be environmental
protection technologies for the treatment of coal fired power plant’s flue gases, and
the composting of organic components of municipal solid waste. Other commercial
areas of activity targeted include: industrinl automation, and offshore oil exploration
and recovery equipment,

- The defence production aspect of the Thyssen-BHI venture is intended as a stable
high technology manufacturing base upon which the aforementioned diversification

will be based,

THE PROPOSAL

The estimated capital investment by Thyssen is § 61 Million (Dec 1990}
The estimated direct employment is expected to reach 500 by 1994

Indirect employment has been estimated at 750 to 1000 .

i April 30, 199]
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No establishment grant programs as administered under the Department of Industry -

Science and-Technology are requested, . _

Infrastructure costs for a "greenfield site” in 2 km proximity to existing roads and

services are estimated at $12.2 M (Dec, 1990)
It is anticipated that % of this would be contributed by the Provinee of Nova Scotia,
and % (8 Million 12/90) by the Federal Government through ACOA.

To get the Thyssen-BHI project started, two key elements are necessary:

1. Land and Infrastructure Establishment

" Sufficient land (300 acres) and basic industrial infrastructure and services (including

rail spur) is to be provided at a site mutually agreeable to the Government of Canada
and the Company.

2. An Order for 250 Armoured Vehicles

DND has determined a need for a Multi-Role Combat Vehicle (MRCV) capable of
a varfety of missions including peace-keeping. THYSSEN-BHI would propose to
manufacture a variant of their new design TH 495 which is being designed in parallel
with the DND program.

. (The contract for 250 vehicles needed to "kick-start thc BHI facility will represent

about ¥ of the proposed MRCV requircment).

3. TH 495 highljphts;

- weight class: 16 metric tonnes
- air transportable: via Hercules C-130 aireraft
- protection: armour, basic: 7.62mm AP (armour piercing)

armour, add-on: against 30mm (AP)

environment, NBC protected (Nuclear, Biological,

Chemical)
- family concept design:  variants include - reconnaissunce, combat and
: Infantry
2 April 30, 1991
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' . - umit price: $1.4 M (Canadian)
estimates-based-on conversion of known German
costs to Canadian for baseline vehicle

- jogistic costs: based upon Thyssen experience as prime

contractor on a variety of armoured vehicle
programs, a facipr can be applied to unit cost 1o
estimate the associated costs of tools, spares,
technical documentation, training, operation costs
and maintenance costs. .
For a program of 250 TH 495 for Canadian
DND, we would estimate the jogistic costs factor:
1.17 over & 3 year life cycle

, , 1.30 over a 10 year life cycle

- total program cost: reflects acquisition costs combined with logistics
cosis,
Assuming a 250 unit start-up order;

1.4 M unit cost
X 250 _ unit start-up order
$ 350 M acquisition cost

add  + _59.5 M logistic costs over first 3 years
Total program cost  § 409.5 M over 3 years

.

or for 10 years 1.4 M unit cost
X_250  unit start-up order
$ 350 M acquisition cost

add + _101 M logistic costs over 10 years

Total program cost  § 451 M over 10 years

Finaneial impact of the project will spread over multiple fiscal years. For purpeses of
demonstration, it has been assumed the project will be engaged now end deliveries to the
Canadian MRCV program will commence in FY 1993/94.

3 April 30, 1991,
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FEDERAL EXPENDITURES FY:
(1990 Dellars)

oo e

TOTAL:

welp2

6/97 10
2001

FEDERAL INFRASTRUCTURE

(ASSUKES 3% BORN BY B K g N
PROVINCE )
VEHICLE ACQUESITION COSTS
{ASSUMES 250 LNITS 42 H 154 H 154 » 350 M
DEL IVERED OVER % YEARS)
LOGISTIC COSTS
[ INCLUDES TRAIMING, 15 M 15K HH 101 M
DOCUMENYAY1ON, SPAREE,
Ay N i
1
TOTAL! 8N [ 3. 169 M 69 N TI M ! 450 M

. . OPTIONS:

o et

’ i) Should it be agreed necessary, the Company could offer bridge-financing in
association with the Canadian MRCV program.

i} It is recognized that the Government may wish to contract now, but to delay
commencement of the delivery schedule of the vehicles to a fiseal year later than
shown. In such case, given a firm production contract, the Company is willing to
proceed. It is the Company’s intention to proceed with start-up of the facility to
achieve production in 1993, based on subcontract work for the Thyssen
‘Henschel/General Dynamics order for the supply of Thyssen Fox NBC vehicles to the
US Army,

PRODUCTION FOR EXPORT:

In March 1990, THYSSEN - in a joint venture with General Dynamics Land Systems
- won an order from the United States Army for supply of 268 Armoured NBC
(Nuclear Biological Chemical) Reconnaissance vehicles, with the THYSSEN Fox
NBC vehicle.

THYSSEN holds a significant share of the manufacturing content committed for the
North American production, and intends to place this work at the BHI facility in
Nova Scotia.

To justify the choice of Canada as the North American base for the facility,
THYSSEN needs the 250 units order (equivalent of one year’s production) as a start-
up order.

4 April 30, 1991
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. Further Diversification:

" THYSSEN intends to progressively introduce through this Canadian operation varied -
technologies of THYSSEN INDUSTRIE AG.

Market:

Primary market envisaged is North America using Canada as a base for participation
in the Canada-US Free Trade Agreement and the Canada-US Defence Sharing
Agreement. ‘

Timing; .
With a commitment for 250 MRCVs from the Government of Canada, THYSSEN
will commence construction of the THYSSEN-BHI facility in Nove Scotia. The time

required to establish the plant is about 24 manths, therefore a commitment to
THYSSEN now will cause the plant to be in production in 1993/94,

g

5 April 30, 1991
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J.E. Vance & Associates

Consultants x

R.R. #4
Tweed, Ontario
KOK 3J0
(613) 478-5034

21 May 1992

Mr. Karlheinz Schreiber
Chairman

Thyssen BHI

350 Sparks Street, Suite 908
Ottawa, Ontario

KIR 788

Dear Mr. Schreiber:

Further to your letter of May 13 to M. Masse, MND outlining Thyssen's new proposal
1o establish a military vehicle development facility in Canada, Mr. Fowler, DM/DND invited
Mr. Massmann and Mr. Alford to a meeting. I accompanied "them. The DM had present

Gen de Chastelain and Mr, Gillespie Materiel).

This letter is a brief report to you on the outcome of thal meeting.

The chief position taken by DND officials was that they could not recommend support by
DND of the proposal. The main reasons were:

a. Concern for funding. Acknowledging that_the proposal swressed that DND
funds would not be sought to finance the Thyssen proposal, the DM was
concerned about the inability of Government at large to afford funding. He
was also sceptical that funding from elsewhere in Government would not
eventually be deducted from DND allotinents and thay, therefore, DND would

end up having to pay for the proposal,

b. Concern that the Canadian Forces were being asked to become salesmen for
an export product they themselves do not foresee purchasing, given their

N 5

~3 Distlosure Set 002
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2 [0 -30
current {inancial situation.
K
‘Concern for a new precedent in using DND to develop an export programime.
(DND normally becomes involved in development only pursuant 1o their own

equipment PrOErammes. )

DND officials offered the advice that the Company should seek a Memorandum of
Understanding with ISTC rather than DND.

They did agree to review your draft of the MOU and 0 provide comments. They also
agreed lo proposc (o MND that he respond to your letter of May 13, 1992

CE o™y

J.BE. Vance
Consultant

& Disclosure Set 002 2of2
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September 28, 1992

'IHYSSEN HENSCHEL KASSEL, GERMANY

At 11.00h THYSSEN HENSCHEL will receive delegations from 15 Nations which have
indicated the intentiom to attend the inauguration of our new training cenire and the
ceremonial "roll-out” of the 1st prototype of our new tracked vehicle the TH 495.

This 1st prototype represents a significant commitment to research and deveiopment under
private funding.

Of particular importance to this event is the vital opportunity for marketing the TH 495
vehicle to all of the 15 nations which will be in attendance, each representing a major
national market. '

It is the objective of the company to announce at this time that the full development
program. for the TH 495 will take place in Canada, with the financial assistance of the
Canadian Government and will incorporate the distinet performance characteristics as
identified by the Canadian Forces from their extensive and internationally renowned
experience in peace-keeping. '

. TH 495 ROLL-OUT" S
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RCMP/GRC "A" DIVISION A
Commercial Crime
Délits commerciaux

Project/projet A102
File/dossier: 95A517

EXHIBIT INFORMATION
Date Seized: 2001-06-27
Seized By: 8/Sgr. ALEXANDER
Exhibit No.: 95.27

Item Wo.: 222
Sub Logation Now: 2/ (3 ~Su P - j)
Location: Industry Canada, 236 Queen 51, Otiawa

COMMENTS: Thesc documents were handed over to us by Kurt THEORET of Industry
Canada. They are original fites and were held by him since we first indicated an interest
in them. He had previously tumed over phtocopics of these files to us. Upon his
retirement, he handed over these files fo us. )

These documents are from a file labelled:  5063-B15 Vol (4
Scction 06
Cossipanies, Corporations, Firms
Bear Head Industries Lid.
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B, G, Box 481
station “Av
Ottawa, Ontario
KiN SK&

KRE~-5053/GY
Ootobax 29, 1992

Me. Leah Clark

Project Manager

Marine and Land Defence Sysatenm
Industry, Science snd Techhology Canada
235 Quean Street

Ottawa, Ontario

Kik OHSE

Dear Ms. Clark:

In reasponse to your reguest for input on export
controls regarding military gogds, amnd more specifically to
address the Thyssen's BHI proposal ta export armoured wehicles
from Canada, the foliowing is provided.

The Export and Import Permits Act provides for export
controls on the baszis of destination, that is the Area {ontrol
tist (ACL), on producks as listed in the Export Control List
{strategic and military goods).

Canada closely controls with an assumption of denial
axports of military goods and technology to:

1} countries which poze a threat to Canada and its
allies;

2}  countries involved in or under imminent threat of
hostilities; and

1) countries under United Nations Security Council
sanctions; or

4} countries whose governments have a persistent
record of serious viclations of the human righte
of their citizens.

eeuf2
OIT /SN 'resS
7127221607
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With the exception of NATC allies and a handful of
other like minded countries gach permit application ie subject to
extensive consultations (including with ISTC) and is assessed
individually against these criterla. In many cases the final
dacision on whether to issue or deny a permit is made by the
Secretary of State for External Affairs.

Whereas Thyssen BHI will be installing automatic
firearms on a number of the armoured vehicles, additional export
contrele are imposed. Exports of automatic firearms are
regtricted to these countries with which Canada has
intargoverrmental defence, research, development and productions
arrangements. Thae countries are as follows:

Belgium;
Penmark;
France;
Germany;

Ttaly;
Netherlands;
Norway

Sweden;

United Xingdom;
United Statesn; and
Sandi Arahia.

Export permits will be isgsued only to those
destinations neted on the AFCCL. That list may be expanded
provided bilateral agreements with the countries could be
nagotiated. Not all the countries on the Thyssen list, however,
would likely qualify for bilaterzl defence cooperation
agreapents.

I trust you will find this information umeful. should
you have further questions do not hesitate to contact ud,

Yours truly,

A

Jolin Bryson
Deputy Director ~ Enforcement
Export Controls Division

Q1T rspcIces
222210048 -

. Dmclosure Zat G

AGCO0354

3ald

AGTO0ERE

AGC00354_003






A102 6926 . 20010873 : 2722307 : 0000001 - Froms

SUPERText

RCMP/GRC "A" DIVISION A
Commercial Crime
Délits commerciaux

Project/projet A102
File/dossier: 95A517

EXHIBIT INFORMATION
Date Seized: 2001-06-27
Seized By: 8/8gt. ALEXANDER
Exhibit No.: 95-27

Hem Mo 222
Sub Location No.: 7 _
Location: Industry Canada, 236 Quteen St., Ottawn

COMMENTS: These documents were handed over to us by Kurt THEORET of Industry
Canada. They are original files and were held by him since we first indicated an interest
in thern. He had previously turned over photocopies of these files to us. Upon his
retirement, he handed over these files o us.
These documents are from a fil Iabelled:  5063-B15 Vol /57

Section 06

Companies, Corporations, Firms

Bear Head Industries Lid.
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THYSSEN BHi
o e Rz e ot
December 23, 1992

My, Michael Ash
Meaager
FORD-G i - —
§00 Place Victoria | AEGISTHE CENTRAL
Suite 3800 : RECULE
P.O. Hox 247 _
Montréa], Qb 40101952
H4Z 1E8 N

BFDR(0) MONTREAL

W]

‘Further to pur meefings during the month of Decamber 1992, Tam pleased 1o provide & writien
reply 1o tha poncerns which you have identified in rélation to the Thyssen BH] proposal of 24
July 1992,

T trust that you will find this information helpful in yvour dezlings with other interesiad Federal
Government departments.

Best regards, ﬂ
! @ﬁ ! -
Greg hfurd

Sr. Vice Pregident

OTT/Snc /ecy
22207175 .
S
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INTRODUCTION TO THE THYSSEN GROUP

With external sales in excess of 26.6 Billion (CDN)', Thyssen is ameong the major Getman

industrial and trading concerns.

The Thyssen Ciroup cotnprises 285 companies, operaling in over 70 countries, and employing

an aggregsate work forse in excess of 147,000 persons,

The parenst company of the group as & whole s Thyssen AG, with many and 'mmd activities

argamzed into thres business groups:

+ Capital Goods and Manufactured Produdis
- Trading and Services
- Steel and Speciality Steal  (sze figure 1}

5y E

,-f—g.m [
v P - T
LT Sk

an oy gy

A
- Capitat.iGoede and | | Trading + Servies ' Btee] + Special Stee]
 Manufatiurdd Equipment SO R ‘
THYSSEN INDUSTRIE AG
LL—-:-——: " g A oo
Thysien Heneehel Thyssen DHI
’ms@mmm Sept WHT Arsual Rapor, comiitd i N $ D440 = 1TV OTTKSE‘C f{;gs
2207176
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Thyssen Industrie AG of Essen, Germany is the Furopean Centre for the Capiial Goods and
Manufactured Produst Group, with about 60 companies worldwide, and turnover of $6.)
billion, Within Thysen Industric AG a remarkable R+D) effort iz centred on exsending and
sdapiing product ran gasto match changing market needs. Manufacturing techiique Sexibility
is algo 3 subject of Egaificant fogus in the Growp.

Manufscturing kanowhow and technology transiar Amang the Thyssen busisess units 1o
pimximize potential in the global market is systematically ulilized under the puidance of the
Parent Companies,

Within the Thyssen Industrie AG Group, Thyssen Henschel is a major manufaciuring division
with an stablished technology ressarch and developmeny centre, with interngtionally
competitive products in these feids;

- Defence Systems - whasked and tracked amaoured vehicles

- Adtport Engineering - passeriger loading bridges

« Plant gud Machinary - talxers, boilers, indusivial automation, gic.
- Magnetic Leviation Truins - the 500 kavh Transeapid

- Locomotives, rail cars, wageons and swilches, eic. ’

Within Thyssen Industirie AG Group, Thyssen BHI is a wholly owned Canadian subsidiary
established with a2 mandgre 10 establish additional North American industrial activities from
a Canadian baseol operation, drawing on the rangs of iechnology withia the Thyssen Indusiris
Group. In particular tha initia] activities ere 10 be drawn from the Thyssen Henschel Group
and glose cooperation in all aspects of the Thyssen BHY project have existed with Thyssen
Henschel,

* Thelocus of the Thyssen BHI praject is (o stan-up in Canada with development of the TH 495

srioured vehicle prototype series which has beers inittated with Thyssen Henschel"s established
experiise in this fieid. The intent is toexecute in Canadn thetots! prototype series developrment
project placing with Thyssan BHI the World Froduet Mandste for the TH 495 yariants
developed here, loading to full Canadien production of these vehicles.

Theexisting coaperation between Thyssen Henschel and Thyssen BHI s critical to the iransfar
of tachaology to Canada and to the success in sales of the velicle.

2 i
A af | s, W1 part ef joint witiliae wikti AER vode anvis of ARE Funishe

S'kmf-nm:l‘ §004 me Bowr Hoad Eadustries Ltd, upersisng a2 Thpwen BH1
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By establishing an addilional base of North American operations in Canada, the Thyssen
Hensche] divisional interesis are servad through the significant markel scccss gained,

For Thyssen BHI, in addition {0 the valuable technology trensfer and market imowledpe and
support received from Thyssen Henschel, the opportunity to participale in markets through
Henache) that would not normally be acoessible (o & Canadian produser isextremely bensficial.
(ie. Thyssen BHIcennrot reasonably expéct 1o offer as prime contrator, the TH 495 successitily
to & chent such as Germany, due to the pregence of established domestic commpetition, bowever,
by cross-licensing the TH 495 variants back to Thyssen Hepsche! and operating as & sub-
contracior for technology And specialized components, Thyssea BHI would find 2 Jeve] of
participation in & market where it would have littls opportunity otherwise.)

QTT/80Cc /cCs
222071178 .

1
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THYSSEN BMI
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THYSEBEN BHI RESPONSE TO IBSUES
RAISED BY FORD-Q WITH RESPECT TO
THE COMPANY'SE PROPOSAL OF

JULY 24, 1982

— _ _ - L - .

TheFederal Cifica of Regional Development - Quebec {FORD-0) has hosted meetngs with
Thyssen BHI (BHI) in early December at which time FORD-Q has taised a number of
lisues associaled with the BHI proposal of July 24, 1892 i the Federgl Government. 1t is
understocd that the FORD-Q questions are the result of FORD-I's own analysis of the BiHI
proposal as well ag that of other interested Fderal Govemment departments, inciuding
industry Scighce and Technalogy (ISTC), Netlonal Defence (DND) and Extemal Affairs
(ExAR}. .

It is the hope of BHI that the sécompanying respénses will provids FORD-Q with a
complale understanding of the proposal and allow an eany progress toward the start of the
intended project.

Given the nature of the material put forward by BHI, Ris necessary that this be recopaized
as Commercial Confidential, refiacting the Comipany’s compaetitive market assessments and
stralegies, and accordingly be prolected by FORD-Q. Furthermere, BH|asks that FORD-Q,
as racipient of this information take all recaseary measurgs avaiable within the Access i
Information Act o protect these matarials, and i necessary retum any miaterialg which the
company deams Commercial Canfidential ut cannet be protected in the manner which we
reQuestl.

OTT/SpC/CCs
22207179
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General cominants mﬁardha marke! projections:

The projections provided in the Thysssn BHI proposal are based on the presence
and experencea of Thyssen Renschal (THymarketing persoonel and representatives
In the internationat market place. TH has completed amoured vehicle projects in 30
countries and has on-going markal presence In more than 40.

Some of the markats dted will not have spacific projects identified as yet since the
tequirements are anly jus! being developed and therafore programs are in the
emerging slage. tis also the case that in gome markats, contracts can bo awarded
even when there i not 8 widely known project requirement in existance, and this
sifuation can occur in both undardeveloped and devéloped nations, Expersnce has
demonstrated thatwhile some projecis take longer than expected, there wil alsobe
othars thatl emergs more quickly and are not anticipated in garly foracasts. Such is
{he nature of forecasty and projections.

format The critizism or question as preseeted by FORD Q & wiitfan in fadic
and the reply by Thyssen BHI follows in biock type.

an,
internaionsly, there is & penoral overcapsciy in the field of amoured vahicles.

Addrizss the BHI approacht fo this 1act in the mackelplace

Answar
- A ganaral over capacity in the broad fleld of amoured vahicle proguction is

acknowledged. Among those tacilties which ere operaling below capacily iz an
absenca for Indepandan! R + D capability o produce complete new velvcles and
concapts io address current Market trands. Also pregent has been & prépondaranca

fes. 20, 196
1128 THYSSEN BHI

OTT/SDr 1y
22207189 .
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of demastic market high volume supply, and arasuling inflaxibie production system
which is jess sfficlant sgainst the smaller unil erders tha! ane mare prevalent in
SUment MBarkels.

~ Thes BH{ proposal is based on TH 485 which bs » product of TH experience as 2
tachnology leader in iight and medium weight ammoured vehicles.

- Tha TH 485 addresses a niche markat which &5 associated with demand for 3
highly flaxlbie, highly prolected vehicle which can be deployed domestically or air
frangported. Those characteristics are seen (o be common to 3 number of smarging
vohicls reguirements Intamationally,

Q2
The TH 425 roclure identiffas a 26 t vehicle, s the only absenved demand rend
& in the loss K 23 L range, wiich pirralts C 130 air fransportabilily,

- Digeuss the TH 495 farmily ang the 2nd prototype which is now under construction,
ang wilf bs © 130 air transporisbio.

The current brochure shows profotype # 1 having a waight of 26 tonnes, with b road
whaols.

This 1st. protatype is an MICY varant and meets specifications for programs which
do rot Fimit air transport welght fo C 130 capability,

Tha 2nd TH 495 Prototype is a 1T ton, Broad wheel, basic vehicie designed 10 rmeet
the welght imits of £ 130 alr transporiabiity. This vehicie 1s gsome 75% through
canstruction and will be completed sbout Apiil 1881,

Tha TH 485 family will be built on both the 5 road wheel and B road whaael basic
vehicies, depandent upon chant reguiremerniis

Dec 23, 1097
2:72% THYSSEN HHI

OIT/S0C CCS
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TH/BHI obeserve that the © 130 ig the rmost widely used heavy it aimcralt and
tharafors have mada compliance with it's size und waight limils 8 fundamenta)
crtteria i fhe TH 485 basic vehicie (5 road whiel),

Is there a market for a spocialized Peacekesping vahicle?

Angwar

A market is not perceived for a vehicla with the exciusive puiposs of "poace
keeping®, rather B Is the addilion of peace kéwplng assignments to annies which
ware not previously so engaged, which is creating s market for vehiciag that have
the vergatiiity 1o serve B multitude of tasks in regular Army employmant, along with
those specific tagks ancountered on peacekeeping assignments.

The number of nations now planning to begin paricipating in peace-keeping that
previously had no suitabie squipment for “out of ares” oporations will create a
significant new markat.

. The key requirement for an ammy to effactively serve in a peate Keeping assignment

o Deschimurn 3 31 GB

AGCOD940

Is 3 basic amoured vahiciewith high mobility, a high level of baslc amnour protection
and the capablity to "add-on® io that amour in theatre H netessary, and the
capablity to be air-transported via Harcules C 130, All characterstics which are
dagigned into the TH495. The add-on grmour concapt s particulary valid when ghe
observas the level of threal encounterad by UN Forces in the former Yugostavia,

Thus the probable vequiramant is bagt describod as o peneral purpoe veliicle,
whose specifications respect the spacial demands of peacsksoping. These
demands includa, In gddition to tactical mobiliity ano fitgpowar:

8. Ekmﬂdnhﬁzu permitting nations 1o deploy quickly in *out-of-theatre® moves.
Tha vehicla in at least some of its varlants, mus! therefare be deployabie by 130

alrgraft.

b, Proteclion The previous nomms of planning for Tiigh intansity operations parmitted
anmizs to design dghtly armoured equipment, accepling a higher risk of casualties

Oec. 2} 1952
3/25 THYSEEN BH!

OTT/80C rces
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in the Interast of aocquiding & larger numbaer of ermaller and cheapor vahicles. It is
considersd that, In paacakeeping operations, natiohs will not tolerate catuatiies as
a cost of doing buskhess i hare is any poscible way of avoiding them. Thus the
demand for sdeguate protection bacomes paramount in designing M(alu thatare
sultatde for, inder alis, peacekeeping.

in the U.S. piants sy belng closed, st mast are serkously undornitiized, and this
bend ks axpected b confiywe. The LS. Ay Matwial Comenand has receally

“Witiowd aggrossive Ersign miery sales and yogrades ko LS.
vVNCIaS - MO eronts thal now saem increasingly kkaly - the
Without new production awards, & large porbion of supoliors aré

" axpeciod lo go cold snd e cepabilly o croale spare parts wilf
be dost *

- iscuss US. armoursd veliohe production cspaclly int kight of the krend sisled
Rbove by LS. Armiy Mslerial command,

Answér,

- DBcloyirs 3t DGR

AGCO0940

The comment from tha Army Matenel Command is accurats with respact 1o LLS.
piants. Tholargest player inine ULS. LAY market is FMC, bullder of racked vahicias,
the M 113, Bradley and AGS. Their plant facillity is besad on the high unit volume
raquirements of the US Army dunng the 1870's and BlYe.

Fulure markots will be smaller and LS. faciities may need 1o make considerable
adjustmants 1o ba compatitive.

Recenlly, Thyssen Hanschel, in parinership with General Dynamics (GD) worn an
order from the US Ammy for tha specialized Thyssen Henschel Fox NBC
raconnaissarice vahicle, Ky 10 compatilive success was superiority of technology

Dac. 23, 3092
41325 THYSSEN BH!
O17/spC recs
22207183 .
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and the abiiity to supply tha comparatively small number of vehicles at a cost
effectiva price.

Thesa same faciora are seen as crtical io compatitiveness In the requirements
foreseen for spacialized Ruture programs in ths U.5.

Cormpars the TH 495 to GM AVGPAAY In these catepories:

« bagic characterisfics
= andemanial role
- coapabiity, . mopbiity eic

Answpr

As a preface to thie reply, it should be noted ihat Thyssen Hanschel is intemnaticnally
recognized s 8 prime contractor for both wheeled and lracked armouraed vehicias
in the light to medium weight dassifications, and has a proven capablity for
indapendent R+D leading to totl armoured vehitls systems in aither design, From
this position of capability in either wheels or tracks, Thyssen Heneche! has surveyed
the market 1o determine that the emerging trend In requirements Is owarg mult'-
purpose base armoyred vahicles with critica! performance capabiily i the greas of
mobillly and emour protaction. These fadors Infiuanced the cholce in Thyssen
Honache! to select a tracked base vehicle for the TH 495 projedt.

Tharefore, white it Is concalvable thetin certain compeliions, whesiag vehities such
as thae GM AVGFALAY may ba offared, Thyesen will hava the capabdliity 1o assess the
project and decide to offer slthar a Thyssan wheeled vehicle for less demanding
requiremeants, or as i¢ expacted t Ndreatingly be the cage, offur tha new TH 495
tracked vehicle which will have a much greatsr capacity for mobliity and armour
protection.

# it assumed that this guestion should b “compare the TH 495 to GM LAV™, (Note:
that the LAV is the 8x8 vehicie In current production, whilst the AVGP is the older
6x6 dasign no longer maniufactunad by DOGM.)

Dec- 23, 1002
5125 THYSSEN 8t
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Genaral
in general 1onms, thd TH 45508 trackisd and the LAV an 8 whesled vahicle. Both can

be described as bassling vehicles suitable for praduction in 8 number of varants to
mest designated military rolss.

Mabikfy

The TH 495 has the capabilty for much superdor off-road mobiiity over & vartety of
taerain Including 2ol ground, show and many typas of severe cbswcies, The LAY
25 has good mobility on prepared roads and racks and an adequate performance
on firm, dry, relatively Jeval ground. # ls alse amphibious, however any Incresse In
waight, particularly top-welght through additional ammour profectiaon or grmament
and turret fittings. reduces or eliminales this capability. LAV 25 has snuneatisfactory
profide in mnot cbstacie crossing, both hosixontal gaps and veriical steps, & poor
performance in soft ground or snow, and is easily Impeded In wonded or racky
{erraln, (These shortcomings have besn identified In trals in Canada and NW
Europe.)

Profecting

LAV 25 s 8 lighllly construcied vehicle with limitad basic batiistic protection (7.62mm
badl ammunition and smafier splinlers.) The proposed fitting of reactive caramic tiles
and other add-on armour opfons to turre! and hull should mprove protection at the
cost of exira lop weight. it i unlikely that thess measures will moe! assentla)
protection requiremants (ag. "agalnet 14.5mm all round and A0mm on the rontal
area" such as advised by OND to industry in Oct, 91).

TH 485 will meet these raquirements with its new modular armour and additionally
possasses dasign features which greatly reduce IR and radar slgnatures. These are
important gurvival aspects onthe modem battiefiaid whether the role is as participant
or intervenot,

Elespowor

Bothy vehicles can accept 3 vadely of weapon fits. (A LAY tast unit has boan fitted
wilh the NATO 105mim gun.) TH 485 is @ heavier, mora durable tracked vehicie snd
ihis provides a more stable pistform for the lurger calibers, with basic design
tapability 10 carry the 120 mm NATO gun, as well as futurg weapong naw in

_ Qec. 73, 1992
§/28 THYSSEN BHI
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davelupment. This ks a significant factor in the ascuracy and therelore affoctiveness
of the fktad armantant.

Q8. Advress i markel observaton:

According o Foracasi indemitions), i the pariod 1982 - 2001,
Smast TOX of t1he i Gasnilily of veliclas in 0 less than 23
fonria oiss expecied 1 b prodiosd wi corse o four
prockiers (Chinese State Arseneils, FMC Corporation, Ioauss-
Aemal and Sweyr-Daimior-Pucli. in sknost al cEses, &
only 128 of snticpated demard (1550 velvcies) wilt be open
fov competion, leading ko a highly compeltiive scanavio. *

Jtis not possibla 16 sddress the selacted stalemant of Foracast International withoul

sealng further information from thelr etudy.

Q7. Address thece obsérvations and enicisms of Thyssen BHI merket projections.
se¢ fowing & pages exfracled By FORO-Q from Welr mitemal conlideniial

D, 73, 10412
7435 THYSSEN BH!
OTr/80c ey
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CONFIDENTIAL
T BHI-THYSSEN Novemge §4, 19592
L SRR WATE B - Sa 0y £t 4 st B ot S S S e e ther R 2 ERTVET LGN e TR I T DR
l COUNTRY BY COUNTRY ANALYSIS OF THE BHI-THYSSEN MARKET
PROJECTION
§ Introduction

The following section analyzes the BHI murke: proposal in light of currently
available informsation on armoured vehiclé procursment. While the BHI
proposal identifies potential sales, it is unclear 85 to what will being sourced
from Canads. When referring to BHI share of markets, the company uses

. undefined terms "unit® and “vehicls equivalents”, Ip an eavironment where
purchasing countries sitempiing (o maximize domestic participation, thare are
very real questions as to the quality 6f Canadian participation BHI can expect,
paiticularly when is not acting ms prime ¢ontractar,

K Noremy:
BHI Prajection:

160 units, commencing 1997, Thyssen Geimany Prime Contractor
50% BHI share (B0 units) :

Assessments

Norway intends 1 contract 250 light tracked wehicles in late 1993, This
program alreacy has approved short list, which doss not incdude Thyssen.
Caotmpetitbes are the FMC Bradiey, the Hagglunds V90, and the Sieyr/Santa
Barbarz ASCOD.

§ Germany;
BHI Projection:

300 units, eomenencing 1998, Thyssen Germary Prime Contructor
10% BHI share (90 units)

GTTI"SEC Ces
12207187,
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‘While & contract for concept development for the Marder 2 has been awarded to
Krauss Msffoi, the production program lor 1000 vehicles in Lbe late 19805 is unlikely
to proceed due to high vnit costs. The Germen Army GTK program s a wheeled
vehicle program, with requiremants based on @ Mercedes 6x6 wheeled vehicle. The
earliest production possible & 2002.2004. With seversl mujor manufacturers,
Germany has excess capacity fn the military vehicle sector. The German government

WI L —souls-eely require production ko Germany.

# United Stutes:
BHY Projection:

1000 ynies, commencing 1998. US Pdme Contractor
40% BHI share (400 units)

Assessiments

The Armoured Gun System progras has been awarded w FMC. The
Armoured Sysiems Modernization program has fecently fuced cuncellntion of
development contracts for its primary variant, lesving the fature very
uncertain, ai best. At this time, there is no M1I3 replacement program;
indoed, some existing M113: may be upgraded w A2 or A3 standards. There
are no programs in the near future for which the TH 435 is « competitor; nor
could any develop that would start prodecton prior to 2000-2005. There are
some demonstratar programs ongoing, which are unlikely to progress beyond
the basic research arens. With several major manufecturers facing plant
closure, the United States bas excegs capacity in the military velicle sector.
Thyssen's American partoes, Genersl Dynamics, is wothh plants,

¥ United Kingdom:

BHI Projection:

850 units, commencing 1985, UK Prime Contractor
BHI share 25% {213 vehicles)

o1T/SDC/CCS
22707188 .
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ASSossmant;

The only program in the warks in the United Kiagdom, the Tracer, will not
come on stream until 2005. With several mznufaciorers, the British hiuve
excess capaclty in the milifary vebicle secior, As a major vebicle exporter, it

;7 75  -aweutd-be unlixely that the United Kingdom would choose a foreign vehicle
for their own Army. I it were 10 do so, the probable candidate would be the
NATO Multi Purpose Base Armoured Vehicle which iS5 carrenily at the
CORCEPL Sage.

§ France:
BHI Projection:

200 units through Franeo-German cooperation, tommenting in 1998
BHI share 259 (540 vehicles)

Assessitient:

The Yehicls Blinds Modulaire (VBM) program, which will begin procersment

in the 2000-2005 tlme Grame program has strong French competitors, This

program hus been in planning foe some time, and Iis probably toe Jate for new

entranis. While there I5 increusing Franco-German cooperation, it would be— arer
~unitkely o be expanded to Canadian manufacture. France [s 2 world leader

in vehicte design and manufacture and has overcapacity in the military vehicle

seclar.

# Australia:
BHI Prajection:

200 units, commencing in 1995
BRI share 80% (160 unils)

Asgessmont:

| 15 73 i ‘
This gppetirg 10 bette DDGM progrant. There sre no major edditional
programs anticipated in Australis, according 1w the Austrabian Military
Stanclardization Representative at DND.

* 0T /soesecs
Telhe s TelYLE T LT ST ?F?GFT\QQ‘
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B Switzcrland:
BHI Projeclion:

600 units, commencing 1995. European prime contrsctor
BHI shere 20% (120 units)

Assessment:

The Swiss are underiaking an upgrade program of their M113 fiest, using
upgrade kits from FMC, The Swiss have undertaken some limited evaluation
of tracked armoured personnel carriers Including English, American und Swiss
products,. They have traditionally been nuite peff-syfficient in arms
manufacture, bot there are exdsting ties between Swiss companies and another
Germian molitary vehicle mannfactures, Krauss Maflel. There wouwdbelide
impetus 10 send work out of Europe,

& Saudi Arabis

BHE Projection:

700 units, eummencing 1995, BHI Prime Contracior
BHI share 80% (360 units}

Assessment:

Saudi Arabia has traditionally sourced through the Lindted States Foreign
Military Sales (FMS) program when poskible, or ihrough iss otber seditional
ally, the Unjied Kingdom. (German defence industry bas been very weak in
Saudi Arabie) They are currently soquiring large Aeets of military vehicles
frowm the United States, including a large number of LAVs which are bullt by
DDGM in London, DDGM experience shows it takes close to & decade to
get & Saudi program o production; 8 1995 start s not viable,

§ Singapore:
BHT Projection:

200 vehicles, commencing in 1997
BHI share 90% {180 vchicles)

IR TR VS ar RN AR - LI UL 15 PRS2 R B I haie

1.

17 of 3%
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Singapore's programs, both rebuild and new vehicle procurements, are well
advanced, They are in [he procest of proturing & light wehicle (preserily
looking ai the BY 206 snd the Mak Wisstl). They have selected the GIAT
AMX as g whezled wehicle, and have purchese d 250 Cammando vehicles from
Cadillag Gage. There is fio évidenge of 4 {iph! wracked vehicle requirement,
Singapore has & sirong defence industrial base and & hisiory of developing
thelr own praducts, or producing under licence.

It could be an export contrel probiem in the future, as they have 2 reputation
far resale. '

§ Judonesia:
BHI Projection:

150 unirs, commencing in 1995,
BHI share 90% {135 units)
Adsesrmani:

Indonesia has requirements for 5 number of miliiary vehicles, but does not
appedr 1o have funds for procurement. Currenty there are no light wracked
vehicle programs in the works. Indunesia has expressed desire for local
production. Traditionally, they buy British.  Sales to Indonesie zre un)ikejy
to recelve expost onivel approvals,

B Malaysia:

BHI Projection:

150 units, -cozmhmcing in 1995,
BHI sharg 90% (135 unils)

MNenember 9, 1993
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o ylnysia bus w requivement far o light 1ank, sad Is underwking an analysic of
., competitors, We do ant know i the TH 495 is included. They also have a
e { requirement for a lighter whice for which the TH 498 would aot be
W 1 applicable. Traditlonally, they buy British. Both the US. And Australis are

T"—.— S s -

] major sources of military sil to Malaysia. Export control spprovals 10
ﬂﬁw ‘Malaysia may be & probiem in the future. '

OfTrsogy, ces
22207197 .
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TH 465 has received an Invitation frorn Norwagian Department of Defence to
conduct wintar idals and testing of the TH 485 in 1993,

The TH 485 trial will be In parallel & the Norweglan MICV iral, Two major issues
have emerged in the Norweglan project which may cause the project 1o be
suspanded ater winter frials:

1. There 15 8 contern on the Norwegian side with the wirter mobillity of the
shori-listed competiiors. due to the fact that the participants heve offered very
heavy vehicles In order to maet the essential protection requitements and
there is fear this may cause a short fall in essentlal winter mobility.

2. Norway and Switzearnd have ngieed 1o conduct the winter trals jointly, bul
there has been a postponament of the Swiss MICY program (Nov. 82) tapost
2000. Upen resumplion of that preject, the Swiss will rewrhe the weapon
ratiuiramants to & higher callbre, This has raised the specire that Norway may
do the same with their existing program.

Thyssan has an axiremely good Mansh!p with Norweglan DQD. based upon a
racentsubmanine contract which deliverad a cost effective syatam and an assotiated
Industdal benefits packaged e doubled contract value.

GERMANY

Germnan Ammy g revising many of Hs vahicle programs.

- Mardar A2 is posiponed 10 after 2000 OTT/S0¢ /o
- Loaopard 2 upgrade is posiponed to after 2005 ST Cs
- other programa aire aleo reduoad or cancelied. 22207193
. 23, W5
14/25 THYSSEN BH)
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The crticisms offerad with raspect 10 the prajections for the German Amy are not
antirely accurate, in particular the refarences 10 the GTK program and the absence
of agdtional new requirements are somewhat misinformed. On tha basls thit this
document witl ba dalivared under the classification of Commercial Confkiential, 1he
following ls the German market outlogk as known by Thyssen Henschel, which has
phgolng programs undet contract with the German Amy.

Tha GTK program does have a wheeled componant but there I8 Biso 1he Intention
10 include fracked vehicles as well. Thers is a now Mercades devaloped hoavy
wheelad vehicla proposed for GTK, which has atracted significant madia attention:
but the decision rernalng open for the wheeted componen! of GTK 1o in pan oriolad,
ullbize TFZ Fox whesled 636 vehicles { bulll by Thyssen Henschel) which are alreudy
in Geeman Army inventory and can be modified to meet the whaslad vehicle
raquirermants. The arguments in favour of the TPZ Fox vehicla fs aspadially
persuasive given it's relative cost effectiveness as a moaification project to existing
vehicle stocks, and tha internationally proven performance capabilities of the vehicle
which mdudes deplayment of NBC raconnalssance varlants during the “Gulf war*
to traops of the United States, Britain, Turkey, lsrael and Saudi Arabla. The tracked
vahicle raquirements under GTK sra nol yoi concluded, but Thyssen Henschal is
aclively engaged in the sssociated conaultations with industry. BHI participation In
thi fulure requiremeants of the German Arry is not proposed as priree contractor, but
rather as a tachnology and components major sub-contracior 10 Gamnan hased
gister company Thyssen Henschal.

New vehicla requiraments with significan promise ans emenging in refation to
Cermany's constifutional amendment now under way, o parmit (Garman amoy
pasticipation in peacakeeping missions beyond the boundaries of NATO which uni
now has been consittutionally préventsd.

Garman MOD which hae tradiionally had no "out of area” capability, has Indicated
interest in TH 495 as & likely vehicla for amploymant on peacekeeping missions.
Specific programs are currantly being planned by MOD Bonn.

The German Ministac of Defence paid a formai visii to Thyssen Henschel on
Dacambar &, 1992, fo see the TH 495 prototype. On this occasion the Company was

Dec 73, 192
15/ 26 THYSSEN BHI
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strongly encouraged by the Minister and his officials to proceed In the TH 485
project, while maintgining cloca liason with MOD Bonn.

URITED STATES

The sala of the Thyssen Henschol Fox NBC reconnalssance vehicle 1o the United
Staies Ay in 1980, was the firgt procurement by the US Army of an armoured
vahicle that was not bullt by en American company. The program itzelf was an
axampie of offeciive stratagic parinerghip and panetration of & niche market,

- Forecast participation in U.9. mirkets indudes BHI activity asgociated with follow
on work on the Thyssen/General Dynamice Fox program and other programs.

~ Future vehicle reguiraments in spacial purpose - nicha market applications are
foragean by 2000

- Nacassity to replace the sging M 113 flest promises definita fulure market, but i
should nol be expectad this will cause the davelopment of a single project titled
*M113 replacement’, rather a variety of new regquirsmants will amarge as a result of
the necesaity tar military planners 1o address the uniquely new mission requirarments
associatad with U.S. intervenfions In Intemational crisis sluations which are
anficipated o be a significant parl of future U.5. deploymenis. .

it must be recognized that the outiook for future army missions is now dramaticalty
changad to Inciuda rapld response to dreas of ntanse reglonal confict The vehicle
requirements associsted with rapid deplayment in the past led to light air-portabie
vehiclas, held in large numbers 10 sustain the losses assodaled with the lack of
armouwr lo achigve lighlngss, Now, with the dramatc [narease in ammuntiion
capablity, the threat in thesa regional conflicts Is extrame, soforintervening forces
it is necessary (o achieve much higher prataction levals in the vehicles deployed,
while still maintaining air-portabfity end high cross country mobility on the ground,
3 combination of characteristics not opfimally achievable for wheeled vehicles, and
until recently no! widely achisved by tracked vehicles,

Doz, 23, Y02
16725 THYSSEN BHI
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The TH 435 hag bean concaived on the basis of meeting perfformance raguiraments,
of these future assignmants. The TH 485 concept is tolally new and steps furihe:
forward in its performance capabikties to intraduce infransd and radar anti-detection

protectian featuros.

UNITED KINGOOM

- UK marke! it éxpected 10 ba supplisd by “bulit in UK solution.

- Digcussions with potaniial UK partners are on-going

- BHI participation will be as fechnology and subsgystam supplier through Thyssen
Hengchal.

- Inter-operabifity 15 4 key alement In UK priorities, therefore expaciationg of UK
pam:taan in the NATQ MBAY projact are reasonabie.

Thysson Henschel is among the industrial participants for the NATO MBAY prajad!,
and axpect that while a single vehidle concept may emerge from the MBAY pndject,
it is more Fkely that ihe project will define desirabin performance charactarislics, and
achiava the basis of a inter-operablity in major componants. ie. power train,
waapons, sic., and these will then be embrated by a smaller group of the industrial
parinars having the resourtes to roaliza an aciual vehicle concept independently.
Upon presentation of such a vehidle %o the markel place, it will becoma the dofacto
MATO MBAY through Jevels of domestic parficipation directly inked 1o procurement
share. Addressing thas NATOMBAV reguirements ig within the basa intentions of the
TH 495 program.

- Indusirial ofeote are ntendod for offer against the value share sacured by the
Thyssen HenschelBH! group. intustial ofisels capaclly & extentive with
parlicipation from Thyssan Group of Companies.

Osc 13 9E}
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Tha cuent Swics armoured vehicle evalustion is being shared with Nerway and will
include thes Norwegian winter triais. However, the Swiss have recanlly decided 1o
posipone thelr procurament until poet 2000.

Thyseen has beon informed that in retuming to the program, they will establish new -

technical requirements in the category of weapon cakibre, mobillty and protection.
Thysson teels confident of 1he TH 485 euitabilty 1o address this, and

the Swisk Army has exgpressed a high degras of interest in TH 485,

Krauss Maffa! in the supplier of Switzerand's MBT but do not have any secured
poaition for ight and medium weight vehiclas.

BHi parficipation I8 forecast as technolagy and sub-system subconiracior io
TH/Swias prime contractor. Competiiveness of both TH and BH! is be anhancad by
gtrong industrial relations between the parent company and Switzardand.

in 1982 TH has won & cortract 1o supply the Saudi Arabian Army with Fox NBC
vehiciey, This contract isthe resull of several years purguing this market. The follow-
on relationship since securing this order has been very positive ano there is & high
degres of confidence for fulure orders. Spacifically the cilent has expressed very
strong interast in the TH 455 protolype and has dispatched observation teams tothe
company ial cendre.

In additin 1o direct vehiclo sales to Saudi Arabia, Thysssen Henscha! Ig prasentiy
under coniract for complete opesator training for the Fox vehicle, now being
concucted attha Thyssen M 1 logistic and tralning centre opened September 1952
a{ Thyssen Henschae!, Germany.

Dt X3 199
18125 YHVEEEH BHI
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Tha strength and compelitiveness of the French ammoured vehicie Indusiry is wall
known fo Thyssen and industrial cooperation with French pariners has been
angaged successhully In the past.

There are two signiicant irende In France that encoursge the prospects of Thyssen
Henschal's participation in this markaet;
1. The Franco-German Brigads has been & symbolic achievement in military
cooparation. Both countries are consaquenlly promoting  industrial
cooparation for sguipments and sarvices for the Brigade and beyond.

2. French sand Germen defence industry, in the face of increasing LS.
protection of & defence Industry, are promoting the concept of “buy In
Eurapa® for thelr and other European amed Forces. This is driving & vary
practical acceptance of industrial cooperation among trading pariners.

8Hi thus doas nol foresss direct prime contractar parlicipation in the French market,
but doas ses the oppottunity for participation in wha! would otherwise be an
Inaccessable marketfhrough techaslogy and subsystem subcontracts fram Thyssen
Henschel which would pariicipate under France/German cooperation,

AUSTRALIA

Tha participation identified for Australia is not that program which has been won by
DDGM, rather B is associated with rquiraments which Thyssen markating activity
has idenilfied as panding announcemant within futurs procunarment plans,

Austraila curmently operale a flest of saveral hundred M 113, replacemant of which

' is expected with TH 485 category vehicles, before 2000.

Duc. 23, Y2
t1§/25 THYSSEN DML
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- expragsed an interest in the TH 495 light tracked vehicle.

= Singapors have procured the GIAT AMX and Cad-Gage Commanda, both whaeled
vahicles procured for approprigle misslons. Addifonally, theyoparate an old version
of an AMX tracked vehicle which the maintain and upgrade iocally with Singapore
Automotive Industries Lid. there is an undeclared interest 1o replace this vehicle.
Interest has been expressod to Thyssen dor acquisifon of the TH 485 as a

replacamant.

o Drciomure Sad B{5R

AGC00940

As a market, Indonresla k& known 10 procure In & mannes which doas not requilra that
@ forrnal project be widely known internationally (a practice which can occur in
developad nations as wall).

Thyssan accoptance in the Indonesian market has been most encouraging in the

past few yaars and prospedcts for the TH 485 are very promising.
o

Malaysia has expressed immediate interesi In the TH 485 and has visited the
company ingle of the first prototype.

Malzysia I an establishad ciient of Thysten Henschel purchaking 459 CONDOR
wheelsd vehicles (deliverad 1881 - B4). Thyssen Hanschal aiso has an ongeing
contract with Malaysia at this time,

e, T3, 1542
26795 THYSSEN BH)
22207199 .
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EXPORT CONTROL 1SSUES

Commants are made suggasing uniikely Canadian export parmission for markets
in Singapore, Indonesia and Malaysia. These markets wene included in the BHI
projaction bacause they werg understood 1o be & permissable market as indicated
by their indiusion in the Second Annus! Report of tha EXPORT MILITARY GOODS
FROM CANADA 1981. Additionslly, glven the membership of these nations in the
ASEAN Group of nations and their consequent ireatment for expon permission from
Gemany being equivalent 10 Canada or any other NATO natlons, it wae assumect
thay would also qualify for Canadian export permission.

if the Bovemnment of Canada’s Export Policy fe nof reftected by the aforementioned
report, then i would be necessary to review this erea of the forecast, since In all
crumstancas, the Company's market eiforis ‘will be consistant with Canadian Export
Paiicy. .

DITISDCires

22i07280 .
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Q8
What componsnts of the TH 485 are tergated for prodluction i Canads, both at BHI
and &1 sub-contrectors 7 :

a) Hull, inciuding doors and hatches

- Nature of this fabrication kg lechnologically demanding due to the
dimensonal (vacision reguied and the difficully associated with warking in
armour plale ag opposed to conventional stest

b}  Turret housing (f appropriate)

¢}  Sudpension componants
- frack
- road wheeis
- axle armn pivols
- idiare, drive sprockats
- torslon bare
- brakes
o)  Power traln components
- final drives
- enging and fransrnission {final aesambly and test)

o)  Fualtanks, Ynes and conneciions

f) Elactronics
oy
- Dot bus
- Fiye Control S8ysiems .
- Computers, dispiays OTT/sne/ecs
- Wiring Hamess 22287701 .
Bex. 23, 1092
22125 THYSSEN BHI
o Daclosure Setk 3158 Bl 3 ASCINA40
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)

h)
)

K
)

m)
n)
o)

p)

Oplics
- peigcopas
- Thermal kmagery
~ Night vigion devices, efc.

Hydraulic companents (it fitted)
Huaters, auxiliary power units (APU)Y

Winches, cranas, etc. (89 required)

Faetners {ecrews, bolts, etc.)
Sests, safety straps, stowsge containers
Instrurnentals {(eY. drivars consul)

Survellance systams

Communications and EW equipmant as required

Qrogo-piz

What specific tischnology will ba controlied by BXY, s fo what sxtend will BHT holo
World proguct mandale or similar such ButhGrily 1o anadie itio grant Component sub-
sracts? )

Answer
BHIwill ba graniad by the parant corparation the World Product Mandate forthe TH
495 vanants developed and manutactured in Canada. in this situation, qualifed
Canadian companant manufacturers wilbe given preferance, axceptin those cases
whara rmandatory contant raquiremenis are astabliished by the customar and oHsel

0 Dmeloirs Set SI5H

AGCO0940

237325

20 N

Oec. 23, 1582
THYSSEN BHI

OTT/SRC iCCs
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or gimmilar airangemeants are not poesible.

a 1o,
What is the nature of 8chinolagy lranster associated with the BHI ol for TH 4957

AnSwar
The design, development and production enginserng technalogy for the compiete
vahitle sysiem, similat io that susiained at Thyssan Henschel for like vehicle
projecis will be transferrad to BHI

an.
Name Canadian defenca systen contracte wivch have been identified by Thyssen
s potential pariciunts, assuming qually and compattiveness siandards are met?
. Z
CAE, COC, CHT, DDGM, Duviec/Dietd Canada, )EBCO Eng, Inver, industial
Rubbar inc, Leitz Canada, OA, SN amony eslablished Cansdlian concems
whose capabifty and polential are being congidered,

Q12
What is the Company’s intention loward Canadian spb-supphac development?

ANSWRL
BHI has conlinually stated the intention 10 encourage and where NBceEsary ssgist
in the qualification of Canadian sub-conlractors.

Q13
Doss the BHi proposal carry the authonty of Thyssen industie AG? CTT/Smp Ceg
22707707
Osc: 23, 1902
W8725 THYSSEN BHI
o Declosure 2ot BIOE M of 3t AGCOTRAG
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Q14
How vl BHI operate ag prime o sub-contracior in e various projectad mavkets 7

Angwer
Depending on the size, geographic location and contraciual tams of individual
projacts, & decislon will be reached on tha role of BHI, Az a ganaral e commarcial

conglderations will apply.

0 15.
Who would be manulactursrs of t lurel and weapon?
fe there & poesibily for magor Camadian sub-conivicions in this ansa?

The manufecture of the timel housing, componants and fittings could be sub-
contracted o companias such as INVAR and SNC, Altamately turret housinge might
ba fabricated at BHI. Optical componénts would be supplisd by appropriate
manufacturera among which coulg be Canadian firms. R 15 fkely thet waapon
systome would be seleciad, and In some cases suppled, by the cuslowner. In some
situations, the armament would be fitted at the delivery dastinations with contrectad

company assistance.
Q 186 |
is it Teasibie fo meat proposed sl shipmant Biget for 159957
Depending upon tha timing of 2 final decision, the daies for the project schedule can
~ be adjusted accordingly.
P23, 1D
25525 THYSSEN BHI
o Deaeinstre 2et HEB 3t el 3
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THYSSEN PROJECT IN CANADA

Proposal

Thyssen BHI has offered to commence activity in Canada through an initial R&D prototype activity for the TH
495 Muiti Purpase Base Armoured Vehicle (MBAV) series of vehicles,

Upon securing support of the Canadian Government for the complete R&D phase, Thyssen will establish a
Canadian profotype development facility followed by the placement of the world production mandate for the
TH 485 MBAV at its Canadian facility for the full range of vehicle variants which are developed with Canadlan
protolype development support, The resulting export sales and advanced technoiogy jobs will be of
significant benefit to Canada.

arke

The target market for the TH 495 is international exports to NATO and NATO friendly countries where there
Is a pending demand of some 15,000 vehicles in the MBAV category. A NATO study on the MBAV concept
and requirement which is due for release this autumn, confirms the company’s approach to the critical area
of vehicle design requirements. The Thyssen TH 495 meets or exceeds the preferred NATO MBAYV design

" in every important category, and Is the only vehicle existing in NATO countries fo do so.

Employment
Direct employment aszoclated with MBAV g'roduclign
Year 1 2 3 4 5 6 7
FPhase 1 Prototype R&D 50 50 50
-Phase 2 MBAV Production 80 180 310 470 585
Total: . 50 50 130 180 310 470 585

Additional Doubling of Ermployment through Diversification

After commencement of production in MBAYV, a diversification will commenee inthe field of industrial products
from the vast range of Thyssen held technologies. The objective of the diversification phase is to achieve an

' 'equal level of non-defence activities in this Canadian facility which will translate into a further doubling of the

above MBAV employment projection,

Canadisn Situation

There is no Canadian company with a competitive technological capability to develop an original vehicle
design, as has been done with the Thyssen TH 495, The only company of significance in the field of
armoured vehicles is GM Diesel Division (GMDD) of Londen, Ontarlo, and they are not original vehicle
developers, but rather a licensed builder of the Swiss Mowag vehicle. It would not be reasonable to expect
GMDD to be able to acquire a world product mandate for a vehicle capable of competing successfully
internationally in the MBAV category,

T~
26 August 1998
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RCMP/GRC "A" DIVISION A
Commercial Crime
Délits commercianx

Project/projet A102
File/dossier: 95A517

EXHIBIT INFORMATION
Dae Seized: 2001-06-27
Seized By: S/8gt. ALEXAMNDER
Exhibit No.: 93-27
Item Mo 222
Sub Location No.: 77
Location: [ndustry Cangda, 236 Queen St., Oitawa

COMMENTS: These documents were handed over to us by Kurt THEORET of Industry
Canada, They are oniginal files and were held by kim since we first indicated an interest
tn then. He had previously tumed over photocopics of these files to us. Hipon his
retirernent, he handed over these files to us.

These documents arc from & file labelled:  5063-B15 Vol /3~
Section 05 c .
Companies, Corporations, Firms
Bear Head Industries Lid.
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MEETING, EEPTEMBER 17, 1933, OTTAWA ‘\J

THEYBBEE BHI
and !
CANADIAN GUVERKMENT DEFARTHENTSE _

Hr. Deacon walcomed the participantes and thanked
Mr. Maasmpann for his offer to have coxpany and government

offticiales meet, sven on short notice. He went on to suggest (}\
that the cbjectives of the mesting were to devalop a bettar “d
vnderstanding of Thyssen/BHI's proposal and to agres to the ¢
follow-up staps. . )
i s i )
all participants introduced themselves. (Refer to listing of F{\
participante, Attachment #1}. Q?\“

Mr. MassmAnn, gave & slide presentation on Thysssn AG; its
subsidiaries and product lines worldwide, (Refer to copy of
presentation, Attachoent #£23).

Mr. Alford then presented those aspects of the company’s

proposal related te testing the two sxisting (ICV and ROV .#w

var_nn%} prototypes and developing and prototyping an ACY
“wariant in Canada. (Refer to copy of presentation,

Attachmant #1

Ar. Reld briefed the group on Thyssen's TH 495 family of
tracked vehcicles, tethnical specifications and desiqgn
paraneters, Inciuding armour protection and developments.
{Refar to copy, Attachment F4).

4.  DISCUSSIONS

The forancted presentations invited many questions. Of
particular interest were those related to why Thyssen has
selacted Canada to establish preduction; hov the Thyssen BHI
canadian proeducts would be marketed internaticnally; ths
rationale for global demand for the TH 495 family of tracked
vehicles; the production approach to prototyping the

OTTISEC ICCS
222070803 .

i!ll!z

R
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AW variant in Canads;/the ur-fi:i& for tasting the two
axisting (ICV and varianty prototypes by DED; and the
spproach to Canadian content and production off~sats to mast
custoser regquirements.

The Iollowing summarizes the Company's responses to tha
major questicns raised:

a. Canada is considersd attractive for the production of the TH
49% family of vehicles because of potential investment
assistancs for the project; parceived Canadisn marksting
advantages, including special relationshipas with the USA,
the Commonwsalth, Francophonis, HATO and NATO countries;
canada's unique axparience, raputation and traditions in
peace keeping efforts in many theattras worldvide; and the
mix of sxpsrtiss and technology developed by Canadian peaca
keepers over the years;

. b, In general, marketing of the TH 495 fanily of vehiclas is
currently a corporate tTh{;aun Hanechal} function with
assistance from the Canadian entity as required. The
Canadian operation would asgume more of the marketing
functioris as the project, production and rationalization of
parts and components, including market depand devslop;

. *hyssen/BHI will have the world product mandate for the
entire TH 495 fanmlly of tracked vehiclies oncée the Canadian
facility is establiched. Principally, this means that
canada will have the only production line (sole scurce) for
the TH 49% family of tracked vehicles. Thae amount of
production work done in Canada would be dependant on the
procuresent agreeménts reached with customers and would be
primarily based on sound econoplc principles;

d. once In production, Thysssn BHI Canada would be sole source
{production and digtributicn) supplier for certain parts and
conponents as agreed to by the governments supporting the
proposed project;

e. Any forsign participation in the production of the TH 435
fapily of tracked vehicles would be wundertaken on the basis
of sound sconomics and in accord with government agreement;

f. The Thyssen TH 495 variant designs would include Korth

ivenfd
O17/50C fCCS

222070604 -
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Amoricsnization of major vomponents such as sngines,
transmissions, suspension and steering componerits. The
Coumpany iz sxpscted to offer customers & chelce of proven
{off the shalf) major components;

g. Turrets tor the TH 495 would be offersd in accordance with
custoner regquirements. Current supplierp are Dalcs, Xoka,
Diehl, AT, Glat, and cther major lnnufnctur-rs of gun
systens and turrets;

h. Thyssen/BHY would design and apply armour protsction to the
Th 495 family of tracked vehiclss dedtined for sxport
markets to sult custoper requirsments. Purthermors, the
conpany's protective armour technology could be licesnsed to
Capadian firss to mest the demand for lg{”dnnustic nasds - -
only.

I Design and development of the ACV prototyps wonld be done in
canada, This phase of the prolsct could taks up to two
years. cCanadian engineers and technlcians would be trained
by Thyssen Henschel prior to commencing the ACY variant
development and prototyping in Canada;

k. Constructing the ACV prototype would involve make-shift
tocling and testing sgquipment, initially in a small workshop
site in Canada, yet to be determined. The firet two {(ICV

A variant) prototypes were also bullt with similar
Mg non-productiﬂn toollng at the Thyssen Henschel plant;

1. Production line tooling and met-up for assenbly of TH 493
family of tracked vehicles is to commence on the basis of
sound aconomics. The decision to proceed with production of
the TH 455 vehicles is contingant upon a favourable climate
as &ltinad by 1} raceipt of a sajor order and reasonable

s for follow on Ordere. from other customers; 2}
p ...~n7_ ewl Ul LS results the two (ICV mnd; R '
fosf G varlants¥ by DND; and 3] a signed Canadian Governs Ared

ad t Thyssen/BHI establishument agreement.
. Estimated TH 495 unit costs are not known. Direct labour
sstinates ars one Person psr Vehicle manufactured par Yasar.
After initial TH 495 vehicls production of an estimated

minimus 250 vehicles, Thyssen/BHI would diverelfy into other
product areas to ba determined.

22207005 .-
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Kr. Deacon summed up the seeting and the consensus was to proceed
as follows:

CAEY 5 of
a&. 'The acope and detalls related tpftha,ﬁfﬁgzéﬁituntlnﬁ st the
two existing Thyssen (ICV and variant} prototypes ware

to be dlscuseed batwean DND an yesen/BHI officials in the
near futurs;

and

b. ISC wag to map out staps on how to procesd with the project
and get this Iinformation to thse coppany at the larllest3,§?ww£ﬂfy,
including decision bench marks. .

Mr. Deacon thanked everyone for having tukaﬁ the tinpe to attend
the wmesting on such short notice and adjourned the meeting.

Belmnt Zankl
Septambeyr 22, 1993

oM/ snCsCCs
22207005 -
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LIATING OF PARTICIPANTE

NEETING, BEPTEMBER 17, 19%), OTTAWA

TEYBAEN BuI
and
unxnﬁ!xﬂ aﬂvninuturrnlrnnrxiuru

Mepers: Jurgen Massmann, President
Greg Alford, Ssnior Vice President
Ian Reld, Director Defance Markating
Fred Doucet, Consultant

External Affairs:
‘ Mr. ¥en Murata, Trade Commissioner, Sectoral
Liaison Secretariat
Eaticnal Defence:
s, Cynthia Cannizizo, Section Head, Industrial
Development Marine and Land
Mr. Mike Williamse, Director General, Supply
Folicy and Administration
FORD-Q:
Mr. Ray Augar, Director, Industrial and Regional

Benafits

Hessrs, Bruce Deacon, Director General, Space, Marine
and Dafence
Dick Erajewski, Director, Marine and Land
Defence Bystems )
Helmut Zankl, Sr Pro} Manager, Marine and
lLand Defence Systens

orT/sSntIces
27207087 .
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GOVERMMENT DEFARTHENTE
MEETING ON THYEBEN BHI PROPOSAL

SEPTEMBER 23, 1993, 2315 QUEEN STHEET, 302 Kk Eant

e o M, Bt At T 1 et S M o o et g S ot T e WS e oS e B i s

Pt ——

Introductory Remarks

i. 19:04
OBJECTIVES: s Digcuss Minutes September 17th Meeting
» Discuss tha "Road Map"™
2. 10:10 Repap of meeting of September 17th
Events since September 17th mesting
3. 10:30 Prazsentation, Road Map = Governmant/Thyssan BHI
project proposal and progressive next stepa,
4, 10:50 Follow~up Actions

< Deaciogurs 32 3158

AGC0O0942

OTT/SDCICCS
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ROAD MAP

THYBEEX BHI - CAMADIAN GOVERMKENRT BTYEPS
TESTING OF TWO PROTOTYPES AND PROTOTYPING THE ACV VARIANT

A L i T B

STEP 1. LHD
A BY Saptembar 30, 1993

Prepare genaral terms of raeference for possibly contracting
the test procedures and testing, on a cost recovery basis,
the two existing TH 455 [ICV and RCV variant) prototypes.

b. BY Ooctobay 10, 1993, DHDfThyesen BHI
Commence negotiation of the draft contract.

o] By Decenmber 30, 1893, completa nagotiations and sign or walk
away from testing TH 495 (ICV and RCV varlant} prototypes.

E1EP I, 1ISC
a. By Septenber 10, 1993

Define the major phases, thelr content, and timing of
coppletion of the project which ceuld pessibly lead to an
government company approval to proceed with the project.
alsc, ldentify the stakeholders and theilr responsibilities
if hoth parties agree to proceed with the project. At this
time the saduence of evenkts are:

astabjish roles for each of the government players
reach company-government agreement on the road map to
approval

receive a formal application from the company
regeive a formal bosiness plan from the company
complete marketing analysls

copplate Canadian content analysie

complete technical, management, financial analysis
complete testing of the prototypes {DHD)

develop a government counterproposal by the government
departments involved

cbtain government approval to negotiate

commence formal negotiations and analysis with the
company

conclude negotistions and prepare Memorandum of
Understanding (MC}

» sign MC {agreementsj with the company

LN

& AW ENS

&*

OTT /SN I0CS: + /2
22207009 -
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ROAD NAF continued

ETEE IX. DND and 15C
a. By Octobey 1, 1893
Forward both, DND and ISC STEP I outlines to Thyssen BHI.
STEP IXI. Thvssen BHI
&, By Cotober 19, 1293

Receive Thyssen BHI's response to material forvarded in Step
II and ISC will ragpond ae reguirad and prepare background
material for early November meeting.

A. Diring the week of Novapber 2, 1891
Canagian project teanm meet with Thyssen BHI. Present
detailed government information and data as required and

flagh out gquestiens and responses from previous step. Also
establish the responsibilities and schedule for the phases

outlined in STEP I, ISC,

STEP V..BY ALl

&. Implement agreed schedula of events.

W'p v <

a. During the week of December 20, Thyssen BHI - Government
Project Team meat in Ottawa to determine atatus of project.

September 22, 1983

QIT/Snrnes
22207610 .
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THE GOVERNMENT BUSINESS CONSULTING GrovuP INC.
HALEFAX « OTTAWA » NEW YORK ’

Mr. Bruce Deacon
Director General
Space, Marine an

Dear Bruce,

Consistent with the pattern established, I enclose herewith a copy of
our meeting notes for the October 4th, 1993, meeting.

I look forward to seeing you at our next meeting on Friday October
15th, 1993, at 11:00 a.m.

Best regards,

Yours sincerely,

A, Doucet
Chief Executive Officer

encl.
¢.c.t JOrgen Massman
Greg Alford

OTT/spc/eces
22208199 .
SUITE 320, 440 LAURIER AVE, WEST
OTTAWA, ONTARIO, CANADA KIR 7X8
TEL [613) 7B2-2336 FAX (412) 7B2-2428 b s e I
AGCO0318
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SUMMARY OF DISCUSSION POINTS AT MEETING BETWEEN THYSSEN
AND ISC, DND AND EXTERNAL AFFAIRS {DEA) ON OCTOBER 4, 1993

REVIEW OF PREVIOUS MINUTES

During review of the minutes of 17 Sept. 93 meeting, the following clarifications and
amendments were proposed to the summary of the Company's responses:

h. Add "The armour technology to be used is Thyssen owned. Therefore no German
Government clearance is required for domestic or export sales”,

j- Amend to read “...ACV prototype could be done in Canada®, This change is made
to refiect cost considerations. (It will be more expensive to conduct work in Canada

unless the Government is willing to suppott additional costs.) i

MARKETING

In advance of the Thyssen marketing presentation, Mr. Bruce Deacon acknowledged the
existance of earlier information provided by the Company and suggested that, as data and
markets changs, this should be ignored in order to avold confusion, and that only the new
data about to be presented would be consideraed.

Mr. Jiirgen Massmann then presenied a current overview of the TH 495 market prospects.
The vehicle's design concept and development status placed it in a unique position to
capture a significant share of new markets created by both peacekeeping and replacement
needs. The perceived World market was then examined on a country-by-country basis.

EUROPE AND NATO

Norway:
- Thyssen Henschel will carry out a trial in Norway of the TH 495 in March 1984.

Mobility in snow will be emphasised as other contenders have not done well.

- The previous NAMC's acquisition program has been postponed by one year. The
winter trial of 1991/92 wil be continued in January 1994,

ISC Meeting 1/9
October 4, 1993
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- If TH March 1894 trials are successful there is a possibility that THK will re-enter
the circle of competitors, TH is traling the- 6 road-wheel version with a
KUKA/Oerlikon turret/gun combination. ,

- TH Is a late entry for the requirement but still retains a chance for consideration.

- It was confirmed that Norway has no domestic manufacturer and would work with
offsets. -

-Had TH been ablé to starl development earlier against tha original CF raquirement
(LAV replacement), then the Company's situation would now be much more

favourabie.

Switzerland:
- MICV: as evaluations and test during the last two years did not meet expectations,
a new GSR will be established. TH 495 will be a strong contender.

- Program has been delayed to 2000 +

- TH will enter with the KUKA turret originally designed against the Swiss Army
requirement

- Due to lengthy postponement TH has not as yet sought a Swiss pariner for project

- Swiss fighter aircraft replacen”iant controversy has contributed to defay.

Germany: _ )
- Two programs are being followed in Germany, the already announced GTK
program and the emerging {FV replacement program to replace the Marder L.

YV program;
- Itis expected that feed back of latest information from U.N. missions indicates even

larger requirements for replacement iFVs.

- Definition of new IFV commences end of October in Munster. TH 495 is the main
contender and the Company has heen invited to be present with hardware

- This program is 2-4 years away.

1ISC Mesting 2/9
October 4, 1993
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GTK prograrm:

- GTK is a separately defined program which may go wheeled or tracked. TH
expects both. The minimum quantity predicted is 800, maximum 2000. TH forecast
assumes the minimum quantity.

- GTK Is simitar to the NATO MBAV concept in that both are intended to address
M113 replacemant. The GTK program has preceded the conclusion of the MBAV
concept study and while the GTK missions are generally included in the MBAV
concept it must be noted that the full scope of the MBAV concept addresses a
greater scope and variety of missions than GTK.

- In response to questions on whether it was likely that Germany would accept any
degree of foreign manufacture on domestic programs, the aspect of the "two-way-
streat” was stressed and the example of possible NL participation in a current
Bundeswehr light reconnaissance program cited. German industry requires access
to foreign programs and this means reciprocity.

- The US Army has identified a need to bridge a capability gap between the M113
and the Bradley MICV. This vehicle must be superior to M113 but alr-portable in
C130 aircraft for employment with their new AGS. TH has therefore been invited to
make a presentation. After performing suilability studies, the US would infend to
procead by procuring a smail number (5-10) vehicles for test, This could occur in

1994,

- Discussion of US interest raised question of whether this would lead to
standardization in NATO and beyond. Of more significance In the Company's view,
was that sale to key markets would encourage wider sales and create a "de-facto”

degree of standardization.

- An additional point made on the subject was that 1S requirements for NDi (Non-
developmental item) such ags AGS program can create a type of standardization of
a different kind. The TH Condor is in service in a number of countries including 450
in Malaysia. Condor is now being offered as an NDI contender in the upcoming US

Army ASY (Armoured Security Vehicle) project.

in discussing other Markets, Mr. Massmann stated that TH was principally targsting the
Middle and Far East. In the Middie East the main markets were the Gulf Cooperation

ISC Meeting 3/9
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Council {(GCC) and Saudi Arabia. In the Far East they were Malaysia and Indonesia with
other possibilities in Thalland and Singapore.

-,

MIDDLE EAST *

GCC (Kuwait, Bahrain, UAE., Qatar, Oman):

- The planning of a mutuai rapid deployment force I in progress.

- We have been given a market potentiai totalling 800 units for possible joint
procurement of a modern AIFV,

- In addition, the five Guif states Kuwait, U.A.E., Bahrain, Qatar and Oman are
discussing an agreement to strengthen the area ground and air defense. A solution
ADATS/TH 495 was proposed from our side. ADATS was tested already during
savearal trials in the Gulf,

- A total figure of up to 100 units ADATS/TH 495 seems to be realistic.

Saudi Arabia:

- There are three (3) purchasing authorities
- Ministry of Defence and Aviation (MODA)
- National Guard and
- Ministry of Interior

- Due to momentary tight budgets and the purchase of several different new systems
at the same times, temporary postponements can be expected,

- Saudis are 1ooking for a second generation vehicle

- In a study carried out for and on behalf of his HRH Major General Prinz Rurki bin
Nasar, Director Operations RSAF, the TH 495 was found to be the vehicle fitting
exactly into the Saudi requirement for the second generation vehicle.

- It has furthermore bean approved that this vehicle is the ideal platform for weapo_ri
stations such as ADATS

ISC Meeting 4/9
Cctober 4, 1993
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FAR EAST
Indonesia:

- Program for a well protected IFV is under consideration. Parameters are to be
established together with THK experts.

- Two regiments will be equipped with 150 AIFV fracked vehicles. Program starts

early in the 7th Malayslan plan commencing 1 January, 1995.

- An ‘earlier, more urgent, request may occur for a gitantity of AIFV for use by
Malaysian troops in former Yugosiavia, ‘

- TH 495 |5 strong contender, THK has gained an excellent reputation during the fast
ten vears in supporting their 450 vehicle sale of wheeled vehicles.

- THK gained more reputation by giving their utmost support for the deployment of
these vehicles for UN missicns In various parts of the world.

- R&D work on an indigenous Singapore IFV in the TH 495 class was undertaken.
The Singapore Chief of Army has visited THK together with experts (Mechanized
infantry). This was followed by an order for TH spec. Armour steel.

- Latest development: International {ender for 200 IFV expected by mid 1994,

- TH 495 will be a contender.

ADDITIONAL PROSPECTS

: Present AIFV licensed production Is reportedly in frouble due to poor guality
control. If this program is sejlously delayed or suspended then the Army must

quickly seek other alternatives.

Hungary:

- Latest discussions in MOD revealed that the entire armoured tracked fleet within

ISC Meeting 5/9
October 4, 1993
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the armed forces need to be replaced by Western equipment.

- With rapidly evolving political and diplomatic changes this country could become
an acceptable customer in the foresesable future. This would provide TH with a
good export opportunity.

Venezuela:
- intends refurbishment or possibly an early replacement of some 70 AMX 13 type
vehicles

Mexico:
- TH has previously sold a quantity of HWK Il APCs. This is an older vehicle which
approximates a stesl-hulled M 113. It is anliclpated that they will be upgraded or

replaced post 1997.

ISC Meeting 6/9
October 4, 1993
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CONCLUSION

in concluding his Market survey, Mr. Massmann re-affirmed that TH 495 development
preceded the NIAG MBAV study whose requirement so closely matches. The vehicle has
about a 24 year lead on the competition which should prove very beneficial for market
penetration, and important key customer sales. Large funds are being proposed for future
MBAYV development. TH 485 provides a NDI solution which translates into an important
compelitive advantage, since NDI is the cost-effective way of the future and is proving to
be an essential market demanded characterlstic,

Pre 2000 -

Additionally it was explained that THK has identified and positioned itself competitively in
an important market for the TH 495 cccuring before the year 2000. This is composed
mainly of non-NATO countries which are traditional recipients of exports from NATO
countries (Canada included) and where THK has establishad market relations.

Post 2000

The NATO MBAY market study deals with a post 2000 market and describes a state of the
art equipment requirement to fulfil that market. The TH 495 compliance to the NATO MBAV
concept is therefore confirmation of the TH495 capacity to offer a technologically advanced
and compatitive system to a future market. Additionally both the Company and the NATO
study forecast an important market outside NATO post 2000. In this market period, the TH
435 will carry a competitlve advantage from earlier sales in the pre 2000 market, qualifying
It as a proven system and further achieving a price advantage from early market entry.

In response Mr, Deacon acknowledged the overall market described by Thyssen and the
confirmatory relationship of the NIAG study. He also agreed that dynamics were the key to
matrket strategy. :

TESTING

There was considerable general discussion on the various approaches which could be
taken in addressing a DND trial of the first 2 prototype vehicies. DND representatives
provided their initial views, and menfioned some of the parameters which would likely be
proposed. Testing could be a lengthy activity and problems were perceived in employment
doctrine for the vehicles, in fiing weapons of various calibers, legal difficulties of
manufacturers tests, limits of technical testing, etc. It was agreed that;

the testing of the 2 prototypes would be un-coupled from R&D and ACV’

1SC Maeting 7/9
October 4, 1993
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development, arid. an early meeting would take place betwean DND and the
Company to establish test parameters.

it was further agreed that a total test package might not be necessary. DND did advise that
they would not normally accept performance claims on trust but would be inclined to prove
them. DND further indicated thelr preference that CF should performe a comprehensive
total test to avold piecemeal result.

In the absence of an approved UN or CF Peacekeeping doctrine, it was stated that the
appropriate CF dootrine for mid-intensity conflict would appear suitable. The Company
agreed to accept current Canadian Army doctrine. It was stated that a trial reference vehicle
would not be used. The Company agreed to provide the trials personnel with familiarisation
training on the equipment.

SUMMARY
Mr. Deacon in his summary remarks covered the following points:

- acknowledged the market survey presented and its refation to NIAG study
- recognized that there was a Company Market strategy in place and that
probabilities of success were being addressed.

- requested that tha Company be prepared to additionally provide more detalled and
sensitive information focusing on their intended method of achieving sales in certain
critical "make or break” markets. This would provide the kind of information needed
to justify Government financial support. '

~-raminded the Company ofthe possibility of Government to Government contracting
using GCC.

- Additionally reminded the Company of marketing benefit by use of Government
financial liability through CCC sales

{Towhich Mr. Massmann remarked that Government to Government marketing and
financlal assistance had not been considered as a factor in existing Company
assessments. In some situations they might well increase the market prospects.)

- Advised that the Company could expect first response from ISC at end of next

ISC Meeting 8/
October 4, 1993
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week (week of Oct 12). {Mr. Massmann offered to attend a further meeting on Oct.
15, his offer was accepted] .

- Offered to facilitate a free flow of information, and invited any recommendations to
change the "declsion tree”,

- Stated that he would advise the Company of any serious hold-ups in Government
staffing channels when they occurred.

In summary, Mr. Massmann ramlnded the meeting of the Company's position in the
following areas:

- Canada had been selected because ofits North American and Commonwaealth ties
and its excellent peacekeeping reputation

- Previous Canadian requirements such as the LAV and MRCV projects and input
of Army staff has assisted in earlier TH 485 development.

- Location of the production facility wouid be determined with Canadian Government
input.

WAY AHEAD

in assessing the way ahead, Mr. Deacon stated that the aim between now and mid-
November was to exchange information (as discussed), to bring departrmental views
together, and to develop internal briefing documents for submission to the political level.
Because of on-going political events, and the importance of following established
procedures, it would be unreaiistic to expect any cabinet committee level decision before
mid to end of next January. Effective and positive analysis would in the meanwhile produce
increasing bureaucratic support. It was his policy to deal with problems one at a time as
they arise, and to maintain the information flow.

In reply, Mr. Massmann thanked the Government representation for their attendance and
assistance and advised that anybody who needed and wished to visit Thyssen Henschel
in Kassel would be welcome. Direct local contact is availabie through the BHI Ottawa office
where questions can be directly answered or transmitted to Germany for response,

ISC Mesting 9/8
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December 14, 1993

Mr. Dick Krajewski

Director

Marine & Land Defence, Systems Directorate

Room 607 A East —_—

235 Queen Street 5\59 6 S 5 /'_’:)
— _ . -

Ottawa, Ont.

K1A 0H5 '

Pear Mr, Krajewski:

The accompanying document is a market analysis for the TH 495 Multi Purpose Base
Armoured Yehicle (MBAV), Mathedology of this market analysisisconsistent with thatwhich
was proposed from Industry Canads, November 1993, as per attached.

This document replaces previous versions and I believe, you will find it 1o be complete in all of
the areas of discussion to date, As you ars aware, it does contain a quantity of information
which requires confidential handling.

As for the identification of the range of price for the TH 495, | propose thal this be discussed
in detail during the up-coming meeting scheduled for December 141h. For purposas of the
accompsanying document, comparative references are provided which give a competitive
context for price, to the extent thal it can be anticipated and that it is determinant 1o final
market outcome.,

Thank you for your comments io date during the preparations of this analysis, and please do

not hesitate Lo contact me if you need any further expansion on the materials herein.
TT/sRC/ecs
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December 14, 1993

Mr. Dick Krajewski

Director

Marine & Land Defence, Systems Directorate
Room 607 A East

235 Queen Street

Ottawg, Ont.

K1A OHS

Dear Mr. Krajewski:

The accompanying document is a market analysis for the TH 495 Multi Purpose Base
Armoured Vehicle (MBAV). Methodology of this markel analysis is consistent with Lhat which
was proposed from Industry Canada, November 1993, as per attached,

This document replaces previous versions and { believe, vou will find it to becomplete i afl of
the areas of discussion to date. As you are aware, it does contain a quantity of information
which reguires confidential handling.

As for the identification of the range of price for the TH 495, [ propase that this be discussed
in detail during the ap-coming meeting scheduled for December 14th. For purposes of the
accompanying dogument, comparative references are provided which give a compelitive
context for price, to the extent that if can be anticipated and that it is delerminant to final

market onicoms,

Thank you for your comments Lo date during the preparations of this analysis, and please do
nol hesitate to contact me if you nesd any further expansion an the maierials herin.

Sincerely,

;"“"Vg‘ (’“‘1 OTT/SNC /CCS

Greg Alford

Sr. Vice Pregsident ' 7272080413 .
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B MARKETING ANALYSIS METHODOLOGY
THYSSEN BHI
NOVEMBER 1993 |
o S
« RNF
OBJECTIVE: | {23

Estimate: ® Total market demand
. ¢ BHI market share (# of units and dollars)
# Timing (arumal) of sales and production

STRATEGIC CONTEXT FOR THE MARKETING FORECASTS:

In the marketing strategy for the Family of the Canadian made TH-495 Velicles, what
are the overall assumptions and pre-requisites {applicable to the population of customers)
supporting your forecasts related to:

Testing and evaluation of protorypes;
Cost of vehicie (plant, labour, materials) as a percentage of total vehicle value;
Marketing management (planning / sales force);
Whao is (are) the production Iaunch customer(s);
Timing for commencement of production in Canada;
Follow-on priority customers;
Sales support mechanisms;
- gxpected price of vehicle,
« @Xport permmils,
~ sales financing,
- sales promotion methodology,
- Canadian Government involvement, ‘
Terms of trade {down payment, progress payments, barier};
Choice of suppliers (initially);
Canadian supplier development (long termyj,
Diversification plans:
Project financing (magnitude of company and government patticipation i
stan-up; initial production; foll production);
Other (please specify). OTT/SNC /0CS

22208845 .
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Howe (1) T will be sssumed dhat afl work dewcribed herein w5l be done oy BHI, in Canads, unbess ptherwise
indicated,
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f-artmng Analysis Methodology - THYSSEN 7 BRI Nevember 3, 1961

1.

ESTIMATE THE TOTAL MARKET DEMAND FOR LIGHT
ARMOURED (WHEELED AND TRACKED) VEHICLES:

Identify gach of the clients and their procurement programs; and for ecach program
specify:

Custonter nzme and [ocation;

Name of the procurement program;

Role(s) for and type of vehicle sought (tracked / wheeled / both),

Quantity of vehicles to be purchased;

What are their operating and integrated logistics support requirements for vehicle
sought {tmmng loglsucs support, spares repair and overhaul);

BHI level of involvement (pnmc { sub-contractor);
Phases of program and currens approval stams;
State the probability of completion of program (give ratiopale for probability

assigned).

ES'I’IMATE THE 'MKET SHARE (SALES) FOR THE CAN ADIAN

Identify and sp&if}r for gagh customer:

L
»

488 L

Existing armoured vehicles (wheeled and tracked) in their inventory (produci

typels) and manufacturer(s));
Competitors for identified requirement;

Customer assessment parameters (1.e. cost / price f technology / delivery { policy
factors (offsets, local agents, country of ongin, etc.) / growth potential /
versatility / etc.);

Assess competitiveness of the Canadian made TH~495 versus each competitor
{including customer’s inventory) against each assessment parameter;

Resultant advantages and disadvantages of BHI product;

Proposed marketing strategy to exploit this opportusity;

Support required from the Canadian Goverament;

State the probability of sale of the Canadian made TH-495 and rationale for

probability chosen;
Estimated sales of the Canadian made TH-495 (# of units and dollars) per vear

for this customer,: .
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Kuwalt negotistes for MLRS: The Kuwaib arey is
gdiscussing the purchase of MLRS multpledtaunch
mcket syslems with Hunling Engineering under
he Anglo-Ruwaili memorandum of understanding
signed in Decernber 1992, The Gulf state is interr
gsted it acquinng bwa battalioas, of 24 or 27 vehi-
cles each, with indial deliveries starting in
1994--199%, Some of the rounds wouid carry the
ATZ antitank mine warhead. Kuwait has already
nedered more than 250 armoured vehicles in the
Warrior family from GKN Defence under a contract
worth in excess of £50¢ million, and is also negote
ating with the company to buy more than 150
Firanha wheeled armoured persconel carmers.

SOCOM fastrasponse craft Peterson Shipbuilders
wifl provide the MkY Special Operations Craft {o
the US Spaciat Operations Command {SOCOM}

~ under a US%4.5 miklion contract. The Z1m-ong

alt-aluminium asymmetrical catamaran will bé
powered by twin MTU 16Y 396 TES4 dieseis,
sach delivering 1. 000hp via Rolla surface-percing
propeliers to provide sprint speeds of B0kt A
570hp Seatek diesel drives a Hamilton waterjet at
loiter speeds. The MWY S0C inctorporates design
inputs from the British company Cougar Marine,
intluding experience with the CAT 210¢ Dark
Maon drug-interdiction vessel built in Spaln tor
that country's customs serte,

MASAMS moves towards service; The Royal HMor
wegan Air Force is due to accept the first two
complete batteries of NASAKS (Norwegian
Advanced Sutfaceto-Air Missile System) by late
1994, Corwversion from NOAH (Norwegian Adapi-
ed Hawk) o the new weapon will be compleied by
the end of 1996, and the RNOAF's new integrated
sroefense system - which additionally includes
F-16s, RBS70 missiles, Bofors 40min guns and
the associated command, contesd and commin-
cations systern — is dug to be fully operational by
1998, NASAMS, developed by the HEY joint ven-
wre between Hughes Alreraft ang NFT, soctess

&&553—@ N
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Warning!
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30 years.
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fully completed deveiopment firings of its major ine
AMRAAM missies al Pt Mugy, California, i June 8o, if yo
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BUBJECT: Thyseen meebing with Minister - - v T4 TS
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ATTACHMENTS :

¥arlheinz Schreibey and Greg Alford of Thyssen together with Hon. Marc
Lalonde oriefed Minister Dec on their proposal to manufacture ayrmoured
pergonnel carriers in Canada. gMinister Collemnette wag briefed by company
earlier in the week. Two pagé summary of market analysis waw given to
Minister consistent with longer document provided to officials.

Company explained acrempts to etrike alliance with DUGM failsd because of
insistence of both parties to maintain control. Thyssen has sbhandonned talis
with DDGM and haz returned to proposal of greenfleld plant which could be
logated where ever government wishe, again appealing to regional development
thems. Motivarcion is Canadian endorsement by way of DND testing and IC
funding ro help in export marvkets as "maple leaf mells better than iron

-oask .,

aister ligstened to presentation and offered little encouragement other than
application for DIPP was neted and will be studied by oificials.
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February 1, 1994

The Honourable Marc Lalonde
Stikeman, Elliott

Suite 3900

1155 Dorchester Blvd. West
Montreal, Quebec

H3B 3V2

Dear Marc;

Please find enclosed a copy of the complete market analysis which was presented to Industry
Canada on the 14th of December 1993. While we have discussed much of the content of this
document in our meetings to date, I provide this complete copy for your files.

According to the agreed process with Industry Canada, they will now verify our market
forecasts through their own sources and those of Foreign Affairs and IDND, and depending on
the outcome of their enquiries, they will determine if they can offer R+D support to our
project and if so, how much.

For O}ir part, we have used very conservative forecasting methodology and are confident that
Industry Canada’s sources will find our market assecssments to be reasonable,

In respect to timing, we are requesting meetings with Industry Canada by February 17, to
discuss the areas of response which they will have received by then.

- I'will keep you informed as the situation develops further.
Sinoerely,. }
s

Greg Alford
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TO: The Canadian Government Departinents foc -
Industry, Mational Defence und Forelgn Alfsirs and Internationa] Trade

FROM: Greg Alford

DATE: May 11, 1994 ; wé’ :? ~r ;5%{-_1'?3—’ J )
SURJECT: Thyssen BHI Market Analysis / Z/lf; V4 /"5 AR

PAGES: 4

The accompanying pages are provided as apdates to the Thyssen BHI Mark6t Analysis
submitied December {4, 1993,
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Distribution:
Copy 1: Dick Krajewski ic
¥ Copy 2: Helmut Zankl IC

Copy 3 Ken Murata PFAIT
Copy 4: Cindy Cannizzo BRD
Copr 5 Baj Hafez (68
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THYSSEN BHi
MIEEMO
TO: Karlheinz Schictber
Klaus Sonneck
Maic Lalonde
Jack Vance
EROM: Greg Alford TEL: 613-563-3321

FAX: 613-563-7648.4 =17 ~po
DATE: Jupe 13, 1994
SUBJECT: Minutes of Meeting with Industry Canada Depariment June 3, 1994

PAGES: 16

T e T I D L L T n e e i Ly e v R A A S A A

. - Please find attached the minutes of our June 3 meetings in Ottawa with the Industry
Department and Nationa] Defence,

In follow-up contacts sfnce that mecting, | am finding a more positive view and desire to

bring the Government numbers somewhat higher than as it was originally portrait. That

may reflect a dircction by Mr. Deacon to include more of the Company s approach than
was esrlicr accepted by the Government analysts,

We will continue to monitor this, if there are any changes in the Government view and
forecast.

.

LALODDD6
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SUMMARY OF DISCUSSION POINTS AT MEETING BETWEEN

THYSSEN AND INDUSTRY CANADA (IC)

on June 3, 1994

The purpose of the meeting was 1o discuss the findings of the inter-departmental review
of the Thyssen BHI export market project on TH 495, to assess immediate action

required to produce final data, and to discuss the way abhead including the potential for
government support,

Conduct

The agenda for the meeting is attached. In attendance were:

Industry Canada Thyssen BHI
Bruce Deacon Jiirgen Massmann
Dick Krajewski Greg Alford

Baj Hafez . fan Reid

Introduction

Bruce Deicon invited Thyssen to make observations on the responsive data produced by
his staff. He stated that later in the meeting he would provide an update on the
Government situation and was prepared 1o discuss the way ahead.

~ BHI Comment

LALOOCOG

Jirgen Massmann conducted the BHI review through prescntation of comparative charts
(attached) which summarized the respective positions on market potential, drawing
attention to those areas of general agreement, and points where there appeared to be
disagreement, or misunderstanding, due 1o differences in cither approach or in input
data emyploved.

It was agreed that two aspects were clear. Firstly that the aross market figures were
remarkably close, and secondly that this represented an export market for the TH 495
type vehicle.

Not surprisingly there was a significant variance between market share projections
{("probability-of-win" on specific projects), with the Company's estimates appearing more
positive than those reported by Government, | This was considered natural as the TH 495
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was a new vehicle unknown to reporting officers, who were also unaware of the progress

of the Company’s marketing activities.]

Comment made on specific briefing slides was at follows:

Slide A - Specified NATO
Remarks: General agreement between Company and Government on gross
market

e Difference on probability to win is understandable given
Government perspeclive, but important point is Government does
agree that TH 495 does have potential market.

® Government comment on US market is not reasonable in
Company's view. "Buy US" bias has heen addressed successfully in
recent sale of NBCRS Fox to US Army.

® [mportant to realize that Company targets piche market in US not
major, high profile projects, ie. 26,000 M 113 replacement.

. ' ® Mentioned "Battle lab" program at TRADOC, and its potential to
lead into niche requircments

o Having Fox in service puts Thyssen in better position for follow-
on and "off shoot" business

Shide 3 - Unspecified NATO

This slide demonstrates the Company’s approach to this market, citing the
fact that it is a reasonable and couservative approach to estimate a 20%
net market win in contrast to the 30% forecast in the Specified NATO
market. Though the Company did not make specific forecast for each
nation, Mr. Massmann highlighted a few potential markets:

[taly could be approached through Otto Melara, already a partner
with Thyssen in providing the turret for the six road wheel prototype

TH 49s.

Netherlands an established user of Thyssen vehicles with TPZ1
(Fox), is presently using AIFV (M 113 variants), which in future will

likely be replaced.

LALDDDOG
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. UK though they hnw established pmducels. this does not rule out T
tcaming for market participation. They have made it very clear that
they will procure a tracked solution and for that reason are not

comfortable with VBM/GTK,

Dick Krajewski/Baj Iafez indicated that they had made no inclusion of any Canadian
market in their approach to forecasting the Non Specified NATO market.

Slide C - Specified Non NATO

It was noted that Government and Company total gross market forecast are very
close, and again on the probability to win, Government forecast is Jower but
nonetheless agrees with TIH 495 having a potential market. ';

¥

Slide 1D - Unspecified Nog-NATO

The Government had been unable to identify a residial market. The Company
maintains that an additional M 113 replacement market exist, as well as countries
(¢g. Malaysin} which were not M 113 users, Slide [D shows some 22,000 M 113 in
use i this market, and discussions on 1his point sevmed to amend the original
Government view, and brought the suggestion thal the new remarks by the

. - Company wauld be considered in their lurther analysis.

Malaysia

Massmann provided some information on this market and the status of the
specific program which we are pursuing. His remarks were highly confidential and
market scnsitive, and were not to bhe recorded but reflected the vationale why the
Company now sees the probability of this market occuring to be approaching a 1.0
and rate our present plobabnhly 1o win at 0.9 on a program that we now estimate

will be some 450 units in its first phase.

The detail on Malaysia further revealed that the Company targeted program is
one of thice in the Malaysian market the other programs are: a wheeled vehicle
project, and a medium batte tank.

In closing, Mr. Massmann added that TH has supplied 450 Condor 4x4 wheeled
vehicles 1o Malaysia, and this program and its associated activity has provided
competitive advantage in positioning for the new market now developing.

Government_Coninient

On conclusion of discussion of the slides, Mr. Deacon remarked that the exercise so far
has had the very important result of confirming that the total gross market forecasts by

LALOOO0S
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the Company and Government are similar and though there is a difference in the
probability for TH 495 wins, this Government survey nonetheless still confirms that TH

495 docs in fact have a market,

Mr. Deacon recalled that from the outset of the exercise, it was not expected that
Government forecast could be the same as the Company, and suggested that the
differences so far arc undesstandable.

Discussion

Mr, Massmann offered the comment that the Company understands that Government
view cannot be as accurate as the Company since the Government participants, though
perhaps cxpert in the topic, have had no opportunity to actually see the TH 495 or to
drive it, therefore their perspective in assessing the competitive design advantages against
alternatives which they may already know is difficult. Such a situation is encountered by
any new product being introduced to the market, and the complexity of defence vehicles

only magnifies this.

Mr. Deacon suggested that in light of these discussions, the Government would now
endeavour to consolidate its forecast of the possible market and generate some forecast
market "cuyves" bascd on some basic assumptions. Those curves will be provided to the

. Company as the Government position. In its projections, Government will attempt to
account for the non-specified non NATO market which the Company predicts, indicating
that though Government has not yet embraced the Company’s total forecast, the
discussions woday have adequately demonstrated that it is reasonable to assume some

market will exist. -

Among the curves which the Government will produce, they will include some scenario
forecasts based upon certain assumptions.

I. Government Forecast Net Marker, assuming sale to Malaysia. (This will have
the direct result of total win of 450 units in Malaysia, plus the increase on
probabilitics to win in other markets.)

2. Government Forecast Net Market, assuming sale to Canada. (This will have
direct result of total win of Canadian requirements, plus possibly a higher jncrease
on probabilities to win in other markets.)

Mr. Deacon then went on to explain the Government's present situation as regards
financial assistance to any approved project. The availability of money for new ventures
is very limited with some easement likely in the fall. Higher than expected interest rates
have impacted unfavourably on deficit reduction, and rates have just increased again.
The Québec problem also adds to uncertainty. The Government operates on & 3 year
. fiscal frame work. DIPP (Defence Industry Productivity Program) contributions are

-

LA 000086
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usually (or projects in the range of $100.000 to 35 Million and sometimes $10 Millions
spread over | to 2 years. DIPP contributions in the $15 Million + range are considered
extraordinary and would require specific contribution from Federal Reserves. The
Compuuy should observe public discussion of the current Federal financial situation to

assess the full implications of this.

Massmann explained the nature if R&D work for TH 493 prototype development will
lead to funding requirement over 3 years, ie.

Ist year 15%

2nd year 25%:

3rd year 60%

Furthermore the Company would cooperate with the Federal Government to make a
schedule on funding that best fits Government resourccs and timing.

Future Action

Mr. Dcacon then stated that the next logical step would be for the Company to produce

a business plan. Agreed realistic market projections were a prerequisite for this plan. He

assumed that the Company could accept a median (aggregate) number based on
previously presented figures. He believed that Government staff and the Company could
mutuajly adjust the figures to acceptable range for planning purposes. An inter-
deparmmental consensus on these figures would then be sought prior to proceeding with
the plan. Mr. Deacon indicated his intention to consult with his counterparts in the
departments of National Defence, Foreign Affairs and the three regional development
authorities FORDQ/Quebec, ACOA/Atantic, WED/West ou the agreement of markets
existing and TH 495 having potential to win in that market. Additionally, he intends to
seek conscnsus from interested departments and obtain their input on the way ahead.

If the Company wished some degree of assurance belore cmbarking on a business plan,
he was prepared 10 sponsor a presentation with key players in concerned government

.agencies at an carly stage, There were anendant dangers to adopting this course but also

advantages
Mr. Massmann stated that pre-commitment would be aeceptable to Thyssen.

Mr. Deacon then stated that he would advise the Company on the results of his
preliminary consultations on the week of the |13 of June.

The Compiny stated its desire to preserve a neutral position with respect to location, to
permit consideration of all relevant factors untd such time commitments must be made.

LALOOODS
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THYSSEN/BHI / INDUSTRY CANADA MEETING

LALOO006

b

June 3, 1994
J1:30 a.m. - 3rd Floor East Lobby Boardroom

PROPOSED AGENDA

Company observations on preliminary market data received to date

Company observations on melbods to develop a common understanding of
market potential

General discussion on govermnent support for defence indusiries

Next. steps
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A: Specified NATO Market

Within NATO fourteen (14) countries are equipped with M 113 variants and
similar vehicles. Four (4) specific NATO Nations were covered by the BHI

Study.
Country Quantity in Forecast gross Forecast net
service No | . market market
%! No | %? No
Germany 3000 80 2400 40 963
Norway 112 | 143 . 160 0 0
Turkey 2850 42 1180 | 12 143
Usa 5
Fotal e
Remove US (26000) 51 (1210) (73)
M113
| Hotak 508 63 | " "3750.
BHI Forecast gross market (excluding US) 3750 véhicles
BHI Forecast net market (excluding US) 1106 vehicles

'orecast gross market/ Quantity in service

. Farceast net markel/ foreeust gross market

LALQOO06
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Within NATO fourteen (14) countries are equipped with M 113 varlants and similar
vehicles. Ten (10) NATO Nations were forecast on a combined basis by the BHI

Study.
Couniry Quantity in Forecast Forecast net
service No | gross market market
% | No % No
Belgium 736
T Canada 938
[ Denmark 643
 France 1000
. Greace - 10986
: ltaly 1600
Netherland 1326
Portugal 276
Spain 1213
Uk 2000
Totsl - i GRED TA0828: L 76y
BHI Forecast gross market 8,280 vehicles
" BHI Forecast net market 1,656 vehlcles

3. - . .
Foreeast pross market/ Quantity in service

. Tarecast net murket/ forecast gross market

LALGOOO0D6
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C: Specified Non NATO Market

DiadhbIvhdd VIrdanls> . 1y/lb

Outside NATO thirty-nine (39) countries are equipped with M 113 varlants and
similar vehicles. Nine {9) specific Non NATO Nations were covered by the BHI

Study.
Country Quantity in | Forecast gross | Forecast net market
service No market

45 No o%* No
Switzerland 1350 111 1500 15 - 225
Venezuela 112 45 50 16 8
GCC 1000 60 600 30 180
Saudi Arabia 2100 57 1200 33 380
Indonesia 700 94 6860 30 198
Malaysia 200 75 150 54 81
Thailand 1740 63 1100 30 330
Singapore 770 26 200 18 36
Hungary 0 0 300 30 90

Total 7072 72| 5760 |

BHI Forecast gross market 5,760 vehicles

BHI Forecast net market 1,638 vehiclas

LALDCOOS
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.WWQ; Unspecified Non NATO Market

Outside NATO thirty-nina (39) countries dre equipped with M 113 variants and
similar vehicles. Thirty (30) Non NATO Nations were not examined by tha BH}

Study.
Country Quantity in Forecast Forecast net
service No gross market market
%' No %? No
Iran ' 520
India 600
Israel 4000
Jordan _ 1400
Lebancn 1285
Lybia - &758
. Morocco 455
Sudan 40
Tunesia 120 -
Yemen 76
" Australia | 700
Cambodia 30
South Korea . 900
Laos 25
New Zealand 78
Pakistan 1100
Philippines 480 .
contd....

7,. _ ,
I'orecast gross market/ Crhuantity in service

. Mroreeast wer mnrket/ forecast gross market

LALOOODG
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cont'd Table D:

ﬁ."mW ' Quaniity in | Forecast gross | Forecast net-market
service No market
No Y% No
[ Taiwan 1100
Vietnam 2300
Argentina 550
Bolivia 40
Brazil 775
Chile 130
Colombia 160
Ecuador 120
Guatemala 10
Pery 300
Uruguay : 15
. | Egypt '
" Others
e T : s
[ Malaysia® o 2000 20 400
Total’
BHI Forecést gross market 18,526 vehicles
BHt Forecast net market 3,705 vehicles
. "3s bataitious, wial reguirenient 3080 vebicles: ratio srackedivheeled 200

e

LALDOOOB



WD L LDPH LZr Lo 1ATODEN BHL 61355637648 08784015 P.13716
E: Summary
Market No. of | Gross Market Net market
| Countries | BHi forecast BHI forecast
Specified NATO Market™ 4 3,750 1,106

10

market

iz

Spacified Non NATO 9 8,760 1,538
market"
Unspecified Non NATO 30 18,526 3,705

S
oRpo
W PN A S

Vehicle potential NATO countries

Vehicle potential Non NATO countries

Total Vehicle Potential

LALOQ0OG

“.’cxcluding us

Mineluding Thailand 1300 vehicles

2,762 vehicles
5,243 vehicles

8,005 vehlcles
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MEMO

TO: Jiirgen Massmann

FROM: Greg Alford TEL: 613-563-3321
FAX: 613-563.7648

DATE: Jupe 7, 1994
SUBJECT: Internal notes

PAGES:

The following additional point was recorded in our nows from the June 3rd. meeting with the
Government. However, it is my recommendation that we nol include this in our minutes
which we will share with the Government. It would be a highly sensitive subject for DND,
given that it extendys the argument for wsing the Defence budget for regional and indusirial
development. DND expects this argument from the industry depariment but would be
uncomfortable seeing it coming directly from us.

C'/f\.“—\

"Additional Note from June 3 Meeting with Government

On the topic of industrial benefit value of the BHI project in Canada, Mr. Massmann
suggested the total cost to Government in R&D contributions and expenditure for
vehicles ix anticipated to be less than the cost to Government of the same number of
jobs created by other means of Government investment, (using the standard Government

estimate {or cosl per job created).

Mr. Massmann explained that a preliminasy cstimate suggests that in such a calculation,
with all factors considered, end cost to Government for new vehicles for the Army would

be negligible and possibly zero (0).

LALOD00S
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MEETING REPORT

— PND~THYSSEN-BHI

June 3, 1994

Attendmp_for DND

Pierre Lagueux ADM Supply,
Col. Jim Stewart Director General, Industry Relations

Attending for THYSSEN BII

Jirgen Massmann
Greg Alford

Mr. Massmann cxpressed appreciation for the meeting and for the participation of DND -
in the interdepartmental committee reviewing the BHI market forecast. He then
provided an introduction to the Thyssen Group.

 Mr. Massmann recapped the highlights of the preceding meeting with Industry Canada

LALGDO0S

and the general points of agreement that a gross market exists, the size of which is
generally agreed, and the view that TH 495 definitely has a probability to win part of
that market: though the Government forecast is lower than that of the Company as was

expected for understandable reasons.

Mr. Massmann raised the topic of VBM/GTK and the information from the German
side that uo participation was offered to Canada for the design phase. Col. Stewart
replied that Canadian participants in recent meetings "found the situation as they
expected”, realizing before hand that therc was little chance to participate in design, but
nonetheless wishing to enter the discussions to determine what potential might exist.

2
Mr. Massmann mentioned the German side’s continuing discussions on track vs, wheels.
which may eventually give rise 10 a new multi-lateral program for a tracked solution
among Germany, UK, and Canada, Mr. Lagueux and Stewart acknowledged the German
position was reported as not yet settled.

On the topic of M 113, Mr. Lagueux acknowledged the vehicle's advanced age, and the
inevitability of at Jeast some ‘part of it being replace. Further, he agreed with Mr.
Massmann that M {13 are presently operating in specific roles that can only be fulfilled
by tracked vehicles, and therefore it is a logical extension that its replacement market

will necessarily be tracked.

Mr. Lagueux mentioned the intention of DND to seli off or close the Land Engineering
Test Establishment (1LETE) and asked if that might upsct the Company requirement for
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. testmg My, Massmiunn clarified that testing by DND would be nice to have, but it is not

the primary requirement and it is not essential.

The mecting lasted 1'% hours (double its scheduled length) and was cordial, Mr.
- Massmann extended invitations to Mr. Lagueux and Mr. Stewart, or any of their
colleagues 1o visit TH in Kassel.

Eurosatory was mentioned and Mr. Stewart offered to provide the names of DND
officials attending and extend a request that they visit the TH 485 exhxblt.

TOTAL P.16

LALOOOOS
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Status of TH 495 Development

THA495 prototypes 1 (MICV) and 2 (ICV) are now fully developed with each having performed extensive
company trials of several thousand kilometers,

Prototype 2 (ICV) is presently enroute to Malaysia for an extensive customer trial,

Market feedback has confirmed the suitability of these prototypes such that the {ransition to pre-
production status could be rapidly achieved to meet customer requests in markets now being monitored,

investments to date by Thyssen Henschel DM 25 million
investments by partners for long lead items 15 million

Total DM 40 million

All research and development expenditures for TH495 have been funded exclusively by Thyssen Henschel
and partners for long lead items. All design rpghis of TH493 are held exclusively by Thyssen Henschel,

Further prototype work may take place to develop additional variants in accordance with market
requirements,

Market

Thyssen is actively marketing TH495 in all markets accessible under German and Canadian Exort policy.
The primary driving force behind development of the TH493, is the significant demand for highly
protected armored vehicles, capable of fulfilling the needs of Peacekeeping /Rapid-Reaction force
assighments which have increasingly become that focus of Armed forces' missions

The vehicle most widely deployed in this mission is the 1960's vintage M113 tracked vehicle and a variety
of similarly aging vebicles, a fofal of some 100,000 vehicles, all of which have reached the limits of their
ability to provide adequate protection and mobility for the current nature of peacekeeping activities, The
approaching chsolescence of these vehicles has reached such a critical stage that NATO commissioned a
special study to identify concepts of potential replacement vehicles referred to generically as The Multi
Purpose Base Armonred Vehicle (MBAV)., In the NATO study three concepts were congidered, one
tracked and two wheeled, Only the tracked variant was judged capable of meeting all of the missions set
out in the tarpet mission profile, The Thyssen TH495 matches or exceeds all the design and performance
characteristics of the NATO tracked vehicle concept . Though lack of agreement on the part of NATO
members on timing and unified sourcing in pursvit of a common design has halted the NATO MBAV
plan, the findings of market need and vehicle performance are still valid and confirm the suitability of
THA495 as a "state of the art " solution to a most significant infernational market need,

In a detailed matlket analysis of the world market demand for TH495, Thyssen projects a gross ma.rket of
35,000 units from which a market share of some 8,000 uniis is estimated,

Over the past year, Industry Canada, along with DND and Foreign Affairs have reviewed that same
market through their independent sources to USA confixm a projected gross market of similar scale to that
projected by Thiyssen and an expecfed market share for the Thyssen TH495 of some 2,000 units.

These projections made no inclusion of a Canadia market.



Government vs Thyssen Analysis of Export Market

In comparison of the Government market projection to Thyssen's (ses attached) the first 3 of 4 market
segments there is pencral agreement on the gross market size, In the projection of UNIT SALES , there
ig a higher rate of Market win (unit sales ) projected by Thyssen than projected by the Govermnmenf.. This
was expected and is becanse the government analysis considered each market as if it would be a "first
sale” of THA495., However it was agreed that once TH 495 makes its first sale, the Government's
probability of market win will increase for each market occurring thereafter, resulting in a higher unit sale
projection by Government

In the 4th market segment, "Unspecified Noo-NATO", Thyssen projects an additional gross market of
some 18,500 units{ commencing post 2000 and peaking 2008-15) from which the company projects a
market share of some 20%. This market share forecast is based on the contianance of market share
projected in the above mentioned matket segments which are typically occurring in an earlier time
frame.

The Government is presently reviewing their position on this 4th market segment, having agreed that
while the information available for this market is less than that of the preceding segments, it cannot be
considered to “not exist" as was the position of the Government “Scenario 1" of 07/15/94.
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TO: Jirgen Massmann ' ' Wt
ec:  Karlheinz Schreiber, Marc Lalonde, Jack Vance, lan Reid oo Y

FROM: Greg Alford , TEL: 613-563-3321
FAX: 613-563-7648

DATE: July 19, 1994
SUBJECT: Industry Canada

PAGES: 4

R R G T R T A B T TR

Atlached arc two slides which Industry Canada has prcpa;ed for their internal
discussions on our project.

Scenario | shows the Government's position as Jast discussed in June, with no market
forecast for Unspecificd Non-NATO, due to their inability to
independently verify our forecast.

Scenario 2 shows the alternalive Government position where they have said that the
Company has made reasonable arguments that the Unspecified Non-NATO
market does in facl exist and is of importance, therefore, in the absence of
specific Government sourced verification, they make the assumption that it
will exist in similar ratio as the Government was able to verify for the
Unspecified NATO market.

This results in the Governiment agreement on gross markel rising to 80% (29,770 units)
of the BHI forecast and net unit sales rising ta 25% (2,053 units) of the BHI forecast.

The large difference in forecast sales is further explained by the inability of Government
officials to assess competitive poteiitial an the same level as the Company, this was
acknowledged by Industry Canada at the oulsct of the exercise.

Also note that neither the Company nor the Government include any Canadian orders,
and Industry Canada has acknowledged that when a first order is won, this will have a
positive influence on their forecast "probability to win" in export markets.

SEE—
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2

Thes¢ sTides are part of Industry Canada’s infernal bricfings to other departmerntsas well
as 1o their own senior level officials, lowever, to date they advise that their discussjons
are continuing with no conclusion reached yet.

Rega rds,
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Confidential

5063-B15—"

Wr. Jurgesn Massmann

Fregident ;;}ﬁ

Thysoen BHI : .

Member of the Execubive Board % /(\f‘ﬁ“M
-

\
Suite 308, 350 Sparks Street 3 ./“N
A

ODrtawa, Ontarleo n "
K1R 738 EFN”

Dinar Mr. Massmran: {

Purther to our lupcheon discussion on September
20, I am enclosing a copy of bwo graphs and tables
which highlight the results of our study of the markats
for bracked light avmoured vehicles,

Our apalyais is presented under two goenarios.
Cne assigne sero sales to the unspecified non-NATO
segment of the market because of the many unknown
Factors. The pecond goenario assigons a maximum of 582
units £or the same segment by applying the game ratio
opgerved ln the unspecified NATD segment of the marketr
in our survey,

The epnclosed regults are based on information
gathered during the winter and asspumptiong made at that
time., You will appreciate that warkets aré dynamic and
consequently market Forecasts have a limited time span.

The attached tabkles snd graphg wers passed on Lo
Mr. OGred Alford sarlier this summer,
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Confidential

If you have any guestions with respect to bhe
attachmentz, please do not hesitate Lo call uz.
Yours sincersly,
Hruca 1., Deacon

Direstor Goeneral
Spa<e, Marine & Defence Branch

At tachme@

EJTWSDC!CCS
22213013,
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THYSSEN
Fow #

offe 908. 360 Sparks Sreei, Otlaws, Ontario, Canada K1R 788
Tolgphone: (6123) 563-3321  Telafax: (613) 563-7648

September 26, 1994

THYSSEN BHI

Mr. Marc Lalonde
Stikeman, Elliott

1155 Dorchester Blvd. West
Suite 3900

Montreal, P.Q.

H3B iv2

Dear Marc:

The enclosed notes of our meetings of Sept. 20, 94, replace those which were provided to
you in draft last week. There are a few additional points in this firal form which werc

. ~ part of our discussions with you but had been overlooked in my first draft,
Thanks.

Regards,

( ’ \b.,\.:;

Greg Alford

P.S. At your request, Mr. Patrick Tobin {rom Minister Quellet’s office has called and
asked that | send a copy of the attached notes via fax today. .
Thanks.

SEP 26 '84d 16:15 FPRGE.BA!
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Lunch Meeting with Industry Canada

September 20, 1994

Participants: Bruce Deacon, Industry Canada
Dlick Krajewskl, Industry Canada

Jiirgen Massmann, TH
Creg Alford, BHI
Jack Yance, BHI

Mr. Massmann opencd business discussions meationing it was June 3, 1994, since the last
discussions of the project with Industry Canada.

Mr. Deacon explained the delay by pointing out that Industry Canada bas shared their
conclusion of the TH 495 market analysis with all interested departments and urged
them to acknowledge the existence of the export market, their clear understanding that it
is distinctly different from the market for GM LAV and the likelihood of TH 495
penetrating that market. (The Government forecast export market penetration for TH
’ 495 is some 2,000 units over 15 years. This is in contrast to the Company’s forecast of
8,000 units, and it is agreed that the actual market win will be in the range between

2,000 and 8,000.)

The lack of a conclusive response from all interested departments to the market analysis
has delayed Industry Canada in getting back to the Company.

Mr. Masstann expressed appreciation for the update, but then asked if Mr. Deacon
could shed some light on concerns brought to the Company's attention recently. The
Company has been told on three different occasions that within the Government's
considcration there is a detailed negative summaiy of the BHI proposal by Industry
Canada, to which Industry Canada has invited agreement from other departments for the
closing of this file. The three points of criticism of the BHI proposal, attributed to

Industry Canada are:

1. The Government should not support establishment of a new armoured vehicle
producer when Canada already has a successful manufacturer in this sector, in
GM Diesel Division, (suggesting that there is no product and market
differcntiation between GM's wheeled vehicle and the tracked TH 495).

2. There is intcrnational over-supply in the armoured vehicle market leading to
uncertainty for any export market success for TH 495.

SEF 26 '94 16:18 : PRGE.@02
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3. There is no Canadian DND requirement to which TH 495 could be a pdteuﬁa}
supplier.

Mr. Deacon expressed no knowledge of such a position being taken by Industry Canada,
though he did say that it is possible for a negative position to have been taken toward
the Thyssen proposal at another level (assumed to be political level). Furthermore, he
indicated that the three criticisms more reflect the position of Industry Canada at the
beginning of the discussions one year ago. Mr. Deacon acknowledged that at that time
Industry Canada was doubtful that any market existed at all, however, after a year of
investigation and analysis, the Industry Canada view is that a market does in fact exist
and the Government's own analysis has now concluded that the Thyssen TH 495 is a
vehicle well designed to compete in that market and should achieve an absolute
minimum expori market of 2,000 + units. That forecast is based on conservative
assumptions considering each market surveyed as if it would be a "first sale" for TH 495.

Further discussions reviewed and found agreement on these additional points:

. The Government forecast method assumed every market surveyed would be a
“first sale" for TH 495, while this supports the conservative forecast methodology,
- it was agrced that after a first sale of T'H 495 is achieved in one market, the
~ probability to win additional markets will increase significantly.

4 TH 495 is a now and distinct product addressing the replacement market for
M 113 and like vehicles and the new requirements for Peacekeeping/Rapid
Reactiop Forces. As such, it is a market characterized by a need for new desigus
(o roeet newly established requirements. This market is not subject to the
problems of “oversupply”, ratber it is onc in which only & very few products exist
and TH 495 is recognized to have an early lead as a new product, In no way
should this new market be confused with the broad market categories of Main

- DBattlc Tanks and general armoured vehicles where the suggestion of over-capacity

and competitor crowding could apply. .

. ‘There js a clear understanding that TH 495 as a tracked vehicle is a distinctly
different product from the GM LAV wheeled vehicles and not a direct competitor

in the export market forecast.

. On 1he cstimate of the gross market for TH 495, the Government forecast is
30,000 units. If one applies an average price of $2M per unit, this leads to a total
export market volume of $60 Billion. Out of that market, if one uses the
Government net market of 2,000 units as a low and the Company forecast net
market of 8,000 units as a high, this leads to a range of $4 Billion to $16 Billion

cxport sales over approximately 15 years.

————
-
_—

T ——
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. Since the forecast deals exclusively with export markets, the significant economic
activity associated with the project scrves the Government’s interest in increasing
cxport based jobs.

Mr. Decacon expressed concern that if a negative position on the BHI file exists in the
Government, it has been formed without benefit of the most current Government market
analysis. In effort to correct any misunderstandings, he undertook to look into the
situation described by Mr. Massmann and reply back through Greg Alford.

Mr. Deacon also mentioned that it wonld be premature for any assessment, either
positive or negative, of the project’s precisc contribution to Canada, since there has not
yet been a formalized business plan presented. It was agreed between the Company and
the Govermment that before developing the business plan there must first be agreement
on the market forecast as this is the basic input around which the plan must be built..

Mr. Massmann noted that the Company’s assessment based on production experience in
Germany is that thc numbers being contemplated as a minimum export market will
support a very substantial manufacturing activity, citing the fact that Thyssen Henschel,
having sales in the range of DM 500 M ($430 M) supports a workforce of some 2,000

’ . persons.

In closing, Mr. Deacon agreed to provide to the company a written acknowledgment of
the elements in the market analysis as agreed so far:

1. Industry Canada, along with input from National Defence and Foreign Affairs have
cxamined the export market prospects for TH 495 over the past year, to conclude that
there is a total export market of approximately 30,000 units.

2. Of thar export market, the Government by independent analysis, estimated that
TH 495 can penetrate and win a market share of at leust a minimum of 2,000 units.
This can.be contrasted with the company forecast of 8,000 units to establish the
range of market penetration expected.

3 The Government forecast is a conservative outlook, given that the Government
[orecast assumes:
- no Canadian market sale
- every market forecast is on the basis that it would be a "first order" for
TH495

- once a first sale occurs , the probability for winning other markets
increases by a significant factor. The Government 's forecast method has
made no allowance for increased win pmbabzfuy due to the conservative
methodology of its forecast..

e ————
——
—
_
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It was understood that such a letter would also be copied to all interested departments.

On the topic of potential Government funding sources to support Thyssen establishment
in Canada to produce for the export market, Mr. Deacon explained that his contact to
the federal regional development agencies has found that the Atlantic and Western
regiopal development agencies are unable fo support the project due to lack of funds,
Ontario has no regional development fund, so that leaves Quebec as the only potential
source of financial support.

Asked about the Defence Industrial Productivity Program (DIPP) which had been
original source of funding proposed by Industry Canada, Mr. Deacon indicated this fund
presently has a very limited capacity.

Conclusion:

This mceting was very positive in that it brought to the attention of Mr. Deacon and Mr.

Krajewski, the information that there may be a view formed at some level of Industry
Canada which bas not had the benefit of the Industry Canada led market analysis and
most current conclusions. The actions proposed by Mr. Deacon should bring remedy to
the issues and concerns which had been brought to the Cormpany's attention suggesting
an Industry Canada opposition to the Thyssen/BHI proposal.

The Company is now waiting for a letter from Industry Canada which will confirm their
view of what is the absolute minimum export market which TH 495 will achieve. After
releasc of that letter, 2 meeting between Mr. Deacon and Mr. Massmann will be

establishcd as soon as possible to agree on next appropriate actions.

Lastly, it is also understood that Mr. Deacon will seek a rcading from the political level
on the willingness to accept new export oriented job creation when it means an increase
in Canada’s capacity for armoured velicles into a new market sector which GM LAV

does not reach.

TOTAL P.85
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FROM: ¥vrajewski, Dick: SMD

TO: Déacon, Bruce L.: SMD DATE: 09-28-94

) » TIME: 17:53
CC:  Erajewski, Ddck: sMD

SURJECT: Thyssen/8HI
PHRICGHITY :
ATTARCHMENTS ;

ToH T m 2 an & o A T b M T B m e W W O W MR PR M mm e Ak e m m mh o  h m wr mm e — o R S e e e i A ah e em e de e e e ie e = w & [

Gredg Alford called (BAJ was in my office) to firmd oub the status of

consuitations and the letter he thinks he will be raceiving from you re the
government' s market f{orecast.

On consultations: I told him thabt you were ill, wouldn't be in Eill next
week, and that I did not know what progress you had been able to make re the
outcome of the conaultations. As far as 1 knew, conesultations were
continuing., [Hy the way, Duellet’s lazter arrived, content ag expected) .

On your letter re Market Forecast: [ tald him I didn't think he needed
it hecause he had the charte and tables already., (Given him in June). He
gaid he needed the written proof from you that there "was a market®.

wWe then got into a discussion on the government's market foracast. The
bottom line is that he thinks our poesition is that the market lies somewhers
pebtwesn 2000 and BEDO vehlcles, over 25 years.

Ke said NGO, that 18 not the cagse. Our projections congsisted of two
scenarios; one at about 1500 units/assuming Zero sales to uaspecified M 113
replacement markecs; and. the nther at I000 units/eseuming a low penetration
of the unspecified M 113 replacements. #e had difficualty dccepting our

, ratiofale.

1 finally texminated the conversation saying it was premature debating
forecaste which are a business case issue, when in fact 1t was govermtiment

direpction (as Lo whethsr or ndt to progeed to the next phase} that we were
aseking.

1 agreed to relay to you his desira to receive our forecaskb, fapmally Erom
youi, He wili likely be calling you early next week,

a
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~3 n
= o
=3
Y r}
N
E‘;*J ~\r o f‘
AT Disclogure Set B1AA 4pfd AGLOH02
AGCOM 002 R

“AGCD1002_004






s

Satd Telol

Meecting Between-Thyssen BIH and IC

October 11, 1994, 13.30h

Summary of Discussion

Attendance

IC Bruce Deacon
Dick Krajewski
Baj Hafez

Thyssen BHI Greg Alford e
Tan Reid

KPMG . Maye Brillé

General

This meeting was scheduled as a direct follow-up to the meeting held in Ottawa on Sept.
20, 1994, which was attended by Mr. Massmann. A speeific aim was to reach agreement -
or accommodation on the Market projections based on Company and IC analysis.
Discussion

Mr. Deacon made the following points in his opening remarks:

® There was now a increasing political will to look at the Thyssen proposition

. Before the Government could determiue its degree of support and financial
 Investment, a Company business plan would be required.

® In advance of the business plan, certain sequential actions were required, they
were: '
- an agreed market basis
- confirmation of the political will to proceed with the Thyssen project
- a summary of the Company’s proposal/position, to include essential
information such as company’s commercial outline intent and government

support sought (further discussed below).

- a coordinated Government position of what support would or cou!d be



available (subject to positive analysis of the full business plan). These are
likely to include:

2. Repayable contributions with recovery commencing after 6 years
in the form of royaliy payments on sales

b. Duecl assistance through testmg, use of government fabs and
other facilitics,

¢. possible government procurement fo include the normal IB
(Industrial Benefits) package, -

“"‘""—d.‘falic—ﬂf(‘ié'ﬂ'ti'VES%M“m;“w“

The discussion then turned to the resolution of outstanding differences on Market Data,.

Market Data

Alter a comparison of the Company and 1C projections (as summarized on the IC charts
titled scenario 1 and 2) and an explanation of the significant areas of conteution, Mr.
Deacon made the following observation:

. based on the preceding logie, it was not correct for IC to project a zero market
share in the "unspecilicd non-NATOQO" postion of the summary (line 4, scenario 1).
The mathematical ratios used in arriving at the market share in the same serial in
scenario 2 should also be reviewed. For example, he took the point that using the
same "possibility of win" ratio as in the "unspecified NATO" serial did not appear
to take into account that the nrzjority of NATO nations have domestic armoured
vehicle manufacturers, which is not the case in the ma}onty of NON-NATO

cusgtomers.

® What should be aimed for at the lowest end was a defensible conservative base.
"Better to be low and viable (sustamable in discussion), than high and
questlcmable" when the company projections could be the basis of commereial
forecast (eg. incorporation in a business plan), the Government figures would
form their basis for risk calculation.

® It appeared that there was a close similarity in the gross ynarket figures on serials
1-3. We should therefore re-examine serial 4 to reach a level of common -
agreement. The Company agreed to re-examine their estimate in this area and
meet with the Government as soon as possible..

e where nations had bccn deliberately omitted by the company (cg. Iraq on political

&
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3

grounds, US and Canada due to sensitivity) this should be stated. Ile appreciated
the Company’s position in regard to Canada, but would welcome our re-examining .
the potential US market, regardless of the current official US DOD position. In
any event deliberate omissions should be recorded in footnotes.

Ultimately the market share projections would be subjective “judgement calls” but
that would be a logical outcome. The reasoning should be as clear as possible for
such projections. The company should not be inhibited from using their own

tigures.

After further discossion, Mr. Deacon proposed future actions as follows:

a. BHI should re-examine (or re-substantiate) the Serial 4 "unspecific NON-
NATO" gross market of 18,500 units

b. IC should re-assess their rational for their comparable figures in (a)‘
¢. IC should re-examine their unit sales projections for (a).

d. BHI should endeavour to re-examine ém_] reflect potential US market, and it
should consider the appropriatencss of including all markets (US, Middle East,
Canada) in its "gross" market for units. If necessary from sources independent of
DOD. o ' ~

e. BHI should furnish a summary of development status and costs to date and
anticipated interim investment in R&D.

f. BHI should be aware that due to the duration of their activity, there were a
number of "facts and figures" concerning investment costs, jobs created clc, dating
from the earliest initiatives through ACOA. It would be very helpful if these
financial and other figures could be re-visited by the company and up-dated to IC

. 80 that the department and others could be sure that théy were considering

current and correct data. The Company agreed to undertake this.

g. All the abave actions should be taken as soon as possible to permit project
staffing to procsed.

———
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L i THYS3EN BHI
MEMO
TO: Mr. Jilrgen Massmann
FROM: . Greg Alford |  TEL: 613-563-3321

FAX: 613-563-7648

DATE: October 20, 1994

SUBJECT: Mzeeting with Industry Canada (IC) on October 20, 1994

PAGES: 3

- General

A meeting was held on October with IC as a follow-up to the Qctober 11 mceting
attended by Bruce Deacon and previously reported.

The primary purpose of this meeting was to examine the projected market total and
Thyssen share for the Serial 4, specific NON-NATO (from the IC prepared table). The
Company was prepared fo explain our calculations. IC was anticipated to re-examine
their position on marketf share and explain their calculation methodology.

Conduct

The meeting was chaired by Dick Krajewski (Bruce Deacon was not present), DND and
Forelgn Affairs were represented, and there were a number of IC staffers now involved

in the project. The meeting was conducted in haste as litile time had been allotted, and
mich of that was spent on iniroduclng (and explaining matters to) first-time attendees,

BHI Calculations

Greg Alford explalned the background source and calculations made by the Company to

reach a gross-market total of (8,500 vehicles. As this included some 2 000 vehicles for

an advised Malaysian project, it was agreed that the new Serial 4 market quantity

calculated by BHI should amount to 16.500. ‘The meeting was informed that this total

was derived from extracts from both Jane’s and Ménch publications which showed those
— e - L ,":-’:1 ) vl

[ E

FI



countries not previously covered on the survey which, were pres.énﬂy‘operating M 113 or
like (Western deslgn) vehicles.

7 Dick KrajJewski-questloned the assumption that these would be replaced at ali, or if so,
Mt whether they would not be replaced by wheeled vehicles, These old arguments were

effectively countered.

IC Actions

Attention then turned to the actions fo be taken by IC to more realistically reflect BHI’s
possible market share in this segment (Serial 4). Krajewski sald he now proposed to
directly contact as many of these unspecified countries as possible in order to confirm
their M 113 holdings, and to determine their upgrade and/or replacement intentions and
attrition rate. When asked he believed that it would take about a month. This initiative
was news to Ken Murata of Foreign Affairs who indicated that he wished to discuss it
later with Dick, As regards IC’s proposed calculation data once available, no method

- ~—-—~——- had-as-yet-been-decided.—— ——— -
Comment

This proposal is rather lmpractical, and appears to be a delaying tactic. They should
make an educated assumption from exisling market data to meet Bruce Deacon’s
direction to give Thyssen some credible share of the market. (This matter will be taken
up in the immedlate future with IC to avoid more time delay).

Costing Information

As an additional ltem Dick Krajewski asked the Company to tableé revised calcnlation
of R&D, Tralning, Technology transfer, Set-up costs, Plant construction {as purchase
and conversion), and Project financing.

'\-../‘

In response, the meoting was advised of the Company’s R&D expenditure to date and
the current prototype status. The other information would shortly be provided in the
proper forum (when suificient time had been allowed by IC for present-\tion and
d:scussion)

It was agreed fo schedule a f urther meeting during the week of October 23.

Genera ent

Dick Krajewski appears not to be responding adequately to Bruce Deacon’s more
positive direction. Some progress was made at this meefing In that the Company’s
market calculations were explained, however, IC’s proposed actlon do not reflect the
urgency of the project. Bruce Deacon’s further Intervention seems necessary. [n the
meantime, we will sfrongly suggest that they arrlve at zome level of market share using
assumptions as necessary and record them as agreed foofnotes to their report.



At the cloge of the meecting, Krajewskl also advised that Bruce Deacon was continuiﬁg {0
determine level of support for our project in other areas of government.

Best regards

. G"- [y t(-:, 5'\-&—‘_,,__,1:-‘_‘,“ , 1 g :‘{_ r:-':;l[ 'TL\u,
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RCMP/GRC "A" DIVISION A
Commercial Crime
Délits commerciaux

Project/projet A102
File/dossier: 95A517

EXHIBIT INFORMATION

Date Seized: 2001-06-27

Seized By: S/Sgt. ALEXANDER
Exhibit No.: 95-27

ftem No.: 222

Sub Location No.: / A

Location: Industry Canada, 236 Queen St., Ottawa

COMMENTS: These documents were handed over to us by Kurt THEORET of Industry
Canada. They are original files and were held by him since we first indicated an interest in
them. He had previcusly turned over photocopies of these files to us. Upon his
retirement, he handed over these files to us.

These documents are from a file fabelled:  5063-B15° Vol 0 o
Section 06
Companies, Corporations, Firms
Bear Head Industries Ltd.
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THYSSEN BHI

Siuite BOB, 350 Spavkn Stresl, Ottaws, Ontio, Cannda K17 788
Iniephono; {(613] 463-332%  Telelax: (519) 563- 7040

October 24, 1994

Marine & Land Defence
Industry Canada

235 Queen St

Rooum 697 A East
Ottaway (}n‘a GCT :'.“_;‘l 19“

S I L A T i
R SERETRUR

KIA Olis
Worh el

e T "

4—,«»9“-‘- 1 & £/
@ /’7,44;1. cumfﬂ— W AJ-‘&-« 7

Dear Pith:
T Ftpte Ayt PORn. T «ganﬁ,,wa.
The accompanying charts are based on information extracted (rom Janes and Modnch

defense publications. R P W e

1f we can provide you with any assistance in your jnvestigation of the M 113 and similar
vehicle Heel, please don’t hesitate to call.@ h,@.q,{ YR 47, WW Ar'- ﬁ

Best regards,
Sk Lo

C ity SFet

Aoy

Greg Alford
Sr. Vice President

OTT/s0c recs
22214185 .
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THYSSEN BHI

Sulle 908, J50 Spurks Shem, Ollawa, Ohinio, Conads K10 758
Trinpbonn: (613) 563-3221  Teiolax: (613} 563-7648
October 24, 1994
Mr. Dick Krajewski
Director
Marine & Lapd 1defence
Industyy Clanada
235 Queen 51
Room 697 A Fasy
Otiawa, Ont.
K1A OHS

Desr Dick:
Re: M 113 Equivalent Types (your request of 20 Oct. 94)

The *M 113 type® vehicles included in BHI supporting data for the “unspecified nop-
NATO * market segment reflect a variety of light tracked vehicle types likely to require
replacement in a similar time frame.

They include:

UK Scorpion CVR (1) family (older versions)
IV 432 APC and CP variants
France AMX 13 family (all versions)
AMX VCI (APC)
USSR BTR 50 P (all variams)
BMP { and 2
Czech OY 90 (all variants)
ina YW 531 (all variants)
The sbove types have been sold in various quantities and their replacement should }\
provide market potential for TI 495.
LT
Best regards, /;«ﬂ L ot 01T/ sSoe ces ;
» /
AR {:31‘ | 22214186 . 4
.'-/ /"
TOTRL P.at
I L
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THYSSEN BHI

Suite A0G, 350 Sporka Streol, Oftawa, Oritarlo, Ceneda K111 758

; Telophona. (B13) 563-0321  Telelax: (013} 6837648

p 't “%ﬁ October 24, 1994
Mr. Dick Krajewski
Director
‘Marine & Land Defence
Industry Canada T ——
235 Quecn SL FTILETT REATRLA
Room 697 A Tiast :
Ottawa, Ont. ~a
KIA 0115 06T =2 1994

bt e S
TR ....,;_.J

TN %
Dem))lk/ @ /%4;4& cMM’;Z/‘*H‘uA.— ’4{%— g
ek ]
The accompanying charts are hased on information cxtracted from Janes and Mdnch

defense publications. el e 4 W N

If we can provide you with any assistance in your jovestigation of the M 113 and similar
vehicle ficet, please don't hesitate to call. @ @A:,,{ TPV -j, s 2NN TP -5 ’CV‘- J{J

Pest regards, s s 3,

& B L
Greg Alford
Sr. Vice President

22214129 .
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—  cont'd Table D:

ig784015 P.82

o« Disclosure Sat 005

AGCO0323

Gof 17

e u — A
Country Quantity in Forecast gross | Forecast net market
servite No market
No % No
L Talwan 1100
Vietnam 2300
Argentina 550
Bolivia 40
Brazil 775 )
Chile 130
Colombia 160
Ecuadar 120
Guatamala 10
Malaysia® 0 2000 20 400
20 705
BHI Forecast gross market 18,526 vehicles
BHI Forecast net markat 3,705 vehicles
35 baisillions, toan! requirement 3080 vehickes, ratio trackediwheeled 2:0 OTY/ Sne fCCS
22214139 .

AGCO323

AGCO0323_006
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e
D: Unspecified Non NATO Market

18:29

19734615 P.e3

Ty s AFhabon .

X (idnada Ctnidd Lty

7D,

Quiside NATO thirty-nine (39} countries are equipped with M 113 varlants and
similar vehicles. Thirty (30) Non NATO Nations were nol examinad by the BHI

Study.
T Country "1 Guantity in “Forecast “Foreaast nat
service No gross market market
%' No o%* No
X fran 520 _ ——ﬁ
india 600 (bl by (2 Beotas

x Israel 4000 7

» Jordan 1400

X Lebﬁnon 12685
X  Lybia 575

. Morocco 455

X Sudan 40

. Tunesia 120

)( Yemen 76 7

Australia 700
X Cambodia 30

South Korea 900 1
X Laos 25

New Zealand 78
. Pakistan 1100 Cage lby Cobt buad

Philippines 480 Y B

« Disclosure Set 005

AGCOU323

TRorecast gross market Quustily in service

BFarccast net market/ forecast gross markel

7ol 17

contd....

OTT/S0C 1CcCS
222141910 .
TOTAL. P03
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~—): Unspecitied Non NATO Market
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Outside NATO thinty-nine (39) countries are equipped with M 113 variants and
similar vehicles. Thirty (30) Non NATO Nations were not examined by the B

o Disclosurz Set 005

AGC00323

aof 17

Study.
r Country “Quantity In | Forscast |  Forecastnet |
, service No gross market markot !
% | No %" No
Iran 520
india 600
Israel 4000
Jordan 1400
Lebanon 1285
" Lybia 575
Morocco 455
Sudan 40
l Tunesia 120
Yemen 76
Australia 700
Cambodia 30
South Korea 200
" Leos 25
New Zealand 78
Pakistan 1100
Philippinas 480 :
— cond....
TPorecast gross market/ Quantity in seevier OIT/shc ccs
Brarccast ael markel/ forecast gross muarkel 22214191 .
TOTAL P.23

AQCO03Z3
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t& .
r TRACKED LAV MARKET FORECAST SUMMARY*
t
2 SCENARIO.S -
REFLECTNG CURRENT CANADUAN EXPORT CONTROLS
BHI FORECAST GOVT FORECAST ASYOF B
19962015 1946-2020
MARKET SEGMENT GROSS UNITSALES %QFYOT GROSS DNTYSALES %OFTOT GROSS  UNIT SALES
1. 3PEG. NATO 30 113 13 410 516 ] 119 5
2 UNSPEC. NAYOV B2 1656 19 500 n 13 n 16
3. SPEC. NONKNATO 8550 566 K 1] #an 880 i % H
SUBTOTAL 20500 §383 [+ 14820 1687 L} % )
4 UNSPEC, NONNATO(E) (6} 16500 B 38 i 42 i 4 10
TOTAL N 565 00 w14 o] 100 b} A
NOTES - ’
*BASEDON THE LATEST ITERATION ON TRACKED LAV MARKETS NOV. 141054
1 GERMANY, HORWAY AND TURKEY (USA REMOVED)
2 BELGIM, DENMARK, FRANCE, GREECE, ITALY, NETHERLANDS, PORTUGAL, SPAIN AND UK {CANADA NOT INCLUDED)
3 SIWITZERLAND, VENEZUELR, GCC, SAUDH ARABIA, INDONESIA, MALAYSIA (BOTH PROGRAMS), THALAND, SINGAPORE AND HUNGARY
4 CONGISTS OF 30 OTHER COUNTRIES (ORIGINALLY MTT3 REFLACEMENT MARKET) NGT ANALYSED IN THE SAME METHODOLOGY
5 BHIFIGURE CONSISTS OF Mi13 AND SIMILAR TYPE VEHICLES
6 GOVERNMENT FORECAST MAXIMUM SALES OF 342 UNITS BY APPLYING GOVT. UNIT SALES TO GROSS RATIO (4 6%) INUNSPECIFIED
NATO (SEGMENT 4 2 BASED ON GOVT.'S COUNTRY BY COURTRY SURVEY) TO THE AMOUNT OF MI13VEHICLES FOUND 1N
FORECAST INTERNATIONAL THAT CANADA HAS CURRENT EXPORT PERMTS WITH,
FILE INFORMATION DATED NOVEMBER 141904
OTT/SDC 1CCS
124004 11714192
e DhiEclosire Set 005 Gof t7
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SCENARIO 3
REFLECTING CURRENT CANADIAN EXPORT POLICY

COUNTRY M113TITLE FORECASTINTL.
JORDAN M113 A1/A2 1300
MOROCCO M113 A1 499
TUNESIA M113 A1 137
AUSTRALIA M113 A1 773
SOUTH KOREA M113 810
NEW ZEALAND M113 76
PAKISTAN M113 A1 894
PHILLIPINES  M113 A1 100
ARGENTINA  M113 A1 248
BOLIVIA- M113/ A1 44
BRAZIL M113 614
CHILE O M113A1 81
COLUMBIA M113 A1 80
ECUADOR M113 21
PERU M113 A1 157
URUGUAY M113 18
EGYPT M113 A1/ A2 1498
TOTAL 7328
NOTE:

- LIST INDICATES UNSPEC. NON-NATO COUNTRIES THAT HAVE M113 TYPE VEHICLES
LIST PROVIDED BY THYSSEN BH! OCT. 24 1994

- INDIA DEVELOPING OWN VEHICLE-ARJUN INDIAN MBT
- PAKISTAN CURRENTLY UPGRADING M113 FLEET

OTT/SDC /CCS

22214193.
11723104
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TRACKED LAV MARKET FORECAST SUMMARY*

DISREGARDING CURRENT CANADIAN EXPORT CONTROLS

&
FILE NAME; LAV2WKA
T
A
L
BHi FORECAST
1896-2015
MARKET SEGHENT GROSS UNITSALES %OF Yot
1.$PEC. KATO 0 13 13
LUNSPEC. NATD 8280 1656 19
3 SPEC. KONNATO 8650 566 X
SUBTOTAL 20900 55 82
4UNSPEC, NON-NATO (5% (6) 16500 3300 ]
TOTAL 7400 B
HOTES

. "BASED ONTHE LATEST ITERATION ON TRACKED LAY MARKETS NOV. 14 1994

1 GERMANY, NORWAY ANG TURKEY (USA REMOVED,

2BELGIUM, DENMARK, FRANCE, GREECE, ITALY, RETHERLANDS, PORTUGAL, SPARN AND UK (CANADA NOT (RCLUBED;

SCENARIOD

(GOVT FORECAST
1896-2020

4700
5800
&
L
16368

kL)1

5th 2
m 1
8 ¥
1667 8
%2 3
b 0

GOVT AS % OF BHi

GROSS UNIT SALES

xR 8 B8 ®wBIdz2

JSWITZERLANG, VENEZUELA, GEC, SAUDH ARABIA, INDONESIA, MALAYSIA (BOTH PROGRAMS), THALAND, SINGAPORE AND HUNGARY

4CONSISTS OF 30 OTHER COUNTRIES {ORIGINALLY M113 REPLACEMENT MARKET) NOT ANALYSED iN THE SAME METHODOLOGY

5 BHI FIGURE CONSISTS OF #1113 AND SIMILAR TYPE VEHICLES
§ GOVERNMENT FORECAST MAXIMUM OF 762 UNITSBY ARPLYING GOVT. UNIT SALES TO GROSS RATID (4.6%} &N UNSPECIFIED

NATO (SEGMENT ¥ 2 BASED ON GOVT.S COUNTRY BY COUNTRY SURVEY) 70 THE AMOUNT OF M{$3 VEHICLES FOUNDIN

FORECASTINTERNATIOMAL, LISTINCLUDES ALL BHI LISTED COUNTRIES EXCEPT INDIA

FILE INFORMATION DATED HOVEMBER 14 1384
OT1/SDC 18
1102484 22”“94*

o Do Set 003

AGCO0323
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COUNTRY

IRAN
ISRAEL
JORDAN
LEBANON
LIBYA
MOROCCO
SUDAN
TUNESIA
YEMERN
AUSTRALIA
CAMBODIA

SOUTH KOREA

LAOS

NEW ZEALAND

PAKISTAN
PHILLIPINES
TAIWAN

- VIETNAM

ARGENTINA
BOLIVIA
BRAZIL
CHILE
COLUMBIA
ECUADOR
GUATEMALA
PERU
URUGUAY
EGYPT

TOTAL
NOTE:

A102. 7241 20020304 : 2722214 _ 0000195 : Front]

RESEARCHED GOVERNMENT LIST

SCENARIO 2

DIREGARDING CURRENT CANADIAN EXPORT CONTROLS

M113 TITLE

M3 A1
M113 A1/A2
M113 AT/A2

M113 AT/AZ

M113 A1
M113 A1
M113
M113 A1
M113 /A1
M113 A1
M113 MOD
M113
M113
M113
M113 A1
M113 A1
M113 A1/AZ
M113 MOD
M113 A1
M1137 A1
M113
M113 A1
M113 A1
M113
M113
M113 A1
M113
M113 A1/ A2

182
7048
1300

478

40
499
74
137
&7
773
54
810
6
76

854

100

8716

207

248

44
614
51
B0
21

9
157
18
1496

16368

EQRECAST INTL.

- LIST INDICATES UNSPEC. NON-NATO COUNTRIES THAT HAVE M113 TYPE VEHICLES

LIST PROVIDED BY THYSSEN BHI OCT. 24 1994

- INDIA DEVELOPING OWN VEHRICLE - ARJUN INDIAN MBT

- PAKISTAN CURRENTLY UPGRADING M113 FLEET

11/23/94

« Disciosure Set Q0%
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FILE NAME LAV WiKd
E TRACKED LAV MARKET FORECAST SUMMARY*
-\
41 SUENARIC 1
1{{"\
ZEROC 113 REPLACEMENT
BH! FORECAST GOVT FORECAST GOVT AS % OF BHI
1996-2015 19962020
JARKET SEGHENY GROSS UNITSALES %OF 70T GROSS UNIT SALES “%O¥ TOT GROSS [INITSALES
1. 5PEC. NATO E.* 1] 113 13 4700 518 k3| 18 6
2. UNSPEC. RATO B0 1658 1 540 il 5 . 0 8
3 SPEC. NON-NATO 8680 566 k i} B3 i 4] 5 % k']
SUBTOTAL 20800 383 b2 1 : {687 100 % i
AUNSPEC. NON-NATO (5) {8} 16500 KL )] k| 5}‘{) ! ¢
TOTAL b f ] 4853 100 g:l ] 1637 160 | 1
NUTES ‘

*BASED ON THE LATEST ITERATION ON TRACKED LAV MARKETS NOV. 14,1534

1 GERMANY, NORWAY AND TURKEY {USA REMOVED}

2BELGUM, DENMARK, FRANCE, GREECE, ITALY, NETHERLANDS, PORTUGAL, SPAIN AND UK (CANADA NOT INCLUDED)

3 SWITZERLAND, VENEZUELA, GCC, SAUD! ARABIA, INDONES, MALAYSIA (BOTH PROGRAMS), THAILAND, SINGAPORE AND HUNGARY
4 CONSISTS OF 3) OTHER COUNTRIES {ORIGINALLY M113 REPLACEMENT MARKET) NOT ANALYSED IN THE SAME METHODOLOGY

§ BHI FIGURE CONSISTS OF M113 AND SIMILAR TYPE VEHICLES

6 GOVERNMENT FORECASTS ZERQ SALES FOR THIS SEGMENT BECAUSE OF THE MANY UNKNCAWN FACTORS.

FILE INFORMATION DATED NOVEMBER 14, 1884

12494 222]“96't

. Disciosire Set 005 13af 17

AGC00323

j3uoid OB L0000 vILEEZLiE pOS0Z00Z © LPZL I Zolv

AGLO02

AGCO00323 013



10000

-L6Ltwiiil
SO0/ 0457110

THESE FIGURES INCLUDE 2ND MALAYSIAN PROGRAM | 2000 VEHICLES  NOVEMBER 15
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LAV MARKET ANALYSIS

- FORECAST UNIT SALES (ANNUAL) - SCENARIO #1
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FILE NAME. LAV2IWKY

TRACKED LAV MARKET FORECAST SUMMARY*

SCENARIOZ
DISREGARDING CURRENT GANADIAN EXPORT CONTROLS
GOVT AS % OF BHI

MARKET SEGMENT 3 UNITSALES %OFTOT GROSS UN GROSS UNIT SALES
1, SPEC, NATO R 5 2 N %
2.UNSPEC. NATO B 1 1 moon no
3, SPEC. NONNATO B BE 0 W% %  u
SUBTOTAL U T R wooow I
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NOTES
* BASED ON THE LATESY ITERATION ON TRACKED LAV

1 GERMANY, NORWWAY AND TURKEY {USA REMOVED

5 BHI FIGURE CONSISTS OEA113 AND SIMILAR TYPE VEHICLES

& GOVERNMENT FORFCAST MAXIMUM OF 762 UNITSBY APPLYING GOVT. UNIT SALES TC GROSS RAT (4.6%) I UNSPECIFIED
NATC {SEGMERT /2 BASED ON GOVT.'S COUNTRY BY COUNTRY SURVEY) TO THE AMOUNT OF M43 VEHICLES FOUND IN
FORECAST INTERNATIONAL  LISTINCLUDES ALL BHILISTED COUNTRIES EXCEPT INDIA
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COUNTRY

IRAN
ISRAEL
JORDAN
LEBANON
LIBYA
MOROCCO
SUDAN
TUNESIA
YEMEN
AUSTRALIA
CAMBODIA

SOUTH KOREA

LADS

NEW ZEALAND

PAKISTAN
PHILLIPINES
TAIWAN
VIETNAM
ARGENTINA
BOLIVIA
BRAZIL
CHILE
COLUMBIA
ECUADOR
GUATEMALA
PERU
URUGUAY
EGYPT

TOTAL
NOTE:

[A102; 7241 : 20020304 : 2722214 ~ 0000200 : Front]

RESEARCHED GOVERNMENT LIST

SCENARIOQ 2

DIREGARDING CURRENT CANADIAN EXPORT CONTROLS

M113 TITLE

M113 A1
M113 A1/A2
M113 AYIAZ
M113 Al/A2
M113 A1
M113 A1
M113

M113 A1
M113 /A1
M113 A1
M113 MOD
M113

M113

M113

M113 At
M113 A1
M113 AUA2
M113 MGD
M113 A1
M113/ At
M113

M113 A1
M113 At
M113

M113

M113 A1
M113

M113 A1/ A2

FORECAST INTL.. -

182
7048
1300
478
40
499
74
137
67
773
54
810
6

76
894

1446

16368

- LIST INDICATES UNSPEC. NON-NATO COUNTRIES THAT HAVE M113 TYPE VEHICLES

LIST PROVIDED BY THYSSEN 8HI OCT. 24 1964

- INDIA DEVELOPING OWN VEHICLE - ARJUN INDIAN MBT

- PAKISTAN CURRENTLY UPGRADING M113 FLEET

11/23/94
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S—— SUPERText

RCMP/GRC "A" DIVISION A
Commercial Crime
Délits commerciaux

Project/projet A102
File/dossier: 95A517

EXSIBIT INFORMATION

Date Seized; 2001-06-27

Seized By: $/Sgt. ALEXANDER
Exhibit No.; 95-27

Ttem No.: 222

Sub Location No.: f4/

Location: Industry Canada, 236 Queen St., Ottawa

COMMENTS: These documents were handed over to us by Kurt THEORET of Industry
Canada. They are original files and were held by him since we first indicated an interest in
them. He had previcusly turned over photocopies of these files to us. Upon his
retirement, he handed over these files to us,

These documents are from a file labelled:  5063-B15°Vol 04/
Section 06
Companies, Corporations, Firms
Bear Head Industries Ltd.
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THYSSEN BHI

Girite 90A, 350 Sporks Sireet, Ottsiwa, Ontarlo, Cangdn K1A 758
/’/ 7 Taolaphaow (13 %63-3321  Telotax: {81)) 563- 7648

October 25, 1994

Mr. Dick Kradjewski
Director

Marine & Land Defence
Industry Canada

235 Queen Si.

Room 697 A East
Ouawi, Ont

KIA 0115

Dear Dick:
Ref. My lctier of Oct. 24, 1994, via fax

I believe the accompanying Declaration which must accompany Table D, may bave gonc
through my fax machine behind the cover letter and therefore did mot reach you.

Plcase be so kind to add it to your fle and forward it to any person that piay have
received # copy of the above mentioned Table D,

G Allord J M
Srfc\g;im ;:::esidcm ]0 L )L.ﬂ_, o 0o c,é(j\ ﬁ',)‘ ,Ttr 3 k— 9(

Regards,

22214133 .

3. ww-50
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DECLARATION
Reference: Table D: Unspecified Non-NATO Market

Given the time frames of the markets under
discussion, no specific assumptions have been
made regarding export policy. The accompanying
slides and discussions should in no way be
considered a Thyssen poslition or comment with
respect to Canadian export policy.

Along with other market events, recognition that
some markets could be inaccessable for reasons of
export policy is reflected in the "Probabllity of
Market Occuring Factor" of 0.75 being applied to
the total of M 113 and like vehicles In service.

OTT/spc /nes
22214184 .

TOTAL P.G82
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Suite 208, 350 Sparks Straet
Oftawa, Ont., Canada
K1R 758

TELEPHONE {813) 583-3321 ’ TELEFAX {613) 563-7648
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iii) the Government forecast considers only tracked vehicle export markets and
makes no consideration for possible fulure domestic market requirements of

DND.

[ would greatly appreciate if this could now be actiored so we may proceed io tae next
phase of our initiative. ‘

Sincerely,

s

Greg Alford

Sr. Vice President

P
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TO: Messrs: Jirgen Massmann g o i
Karlheing Schreiber ' S g
Jack Vance o AT s,
Marc Lalonde - . L ' / C/dffci/
FROM:Grog Alford L TEL: 613-563.3321

FAX: 613-563-7648

DATE: December 1, 1994

SUBJECT: Defence White Paper Release and Letter

PAGES: 6

ﬁgwm# B R e AT R AL S8 0 LAY ERTY AT e
Defence White Paper releascd today, 3 key pages attached.

Also attached is letter to, Minister of Defence for signature by J. Massmann.

LALOOO1S

Pleasc call Greg Alford if any changes to the letier are necessary.
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immediately 10 identify options and plans o put into service new affordable replacement -

helicopters by the end of the decade.

The Special Joint Committee on Cacaca's Defenca Policy found that submarines can
conducr underwater and surfice surveillance of large portions of Canaca’s maritime greas of
responsibility, require relatively smull cxews, czn be Opetated for roughly & third of the cost of &
modern frigate, and work wall with other elements of the Canadian Forces, It also
recommended that, if it should prove possiblo ix the current environment of military downsizing
around the world to acquire three to six modern diesel-electric submarines on a basls that was
demonstrably cost-effective (i.e., that could be managed within the existing capital budger), then

. tae Government should seriously consider such an injtiative. The United Kingdom is seeking to
s¢ll four recently constructed conventiogal submarines of the Upholder-class, preferably to &
NATO partner. The Governmens intends o explore this option. '

) To maintain suficient capability to seali troops, equipment and supplies for
multilateral aperations, the support ship FMCS Provider (initially slaied t be paid off In 1996)

. will be retained in service, and plans for the eventual replacement of the existing fleet will be
considered. Starting in 1995, the navy will receive the first of 12 modern Maritime Coastal
Defence Vessels (to be crewed primarily by reservists), intended w pmvzde a coastal defence
and mine countermeasure capabmty that has u@an lachng

Operauonal Land Forees
. The importance of the Canadian Forces' mistion 1o support an allied fand campaign in
' Central Europe has diminished, allowing the withdrawal of our forces from Europe. Muid-
 purpose combat capabilitics are now mammned t carry out a wide variety of domastic and
intarnational operations,

Canada’s land forces will be adequately equipped 1 carry out their new army of tasks,

" The materiel of the three brigade groups will be improved. Current plas call for the
acquisition of a vaciety of modern equ:pmem essential o the maintenance of a multi-purpose
combat-capabiliry.

There exists, for example, a recognizid operational deficiency in the atmmmed
personmel carzier fleet. Its mobility, protection and defensive firepower must be brought into
line with the modern requirements of environmiends likely to be encountered in today’s UN and
other multilateral missions. The Canadian Forces will, therefore, acquire nsw armoured w ot “ﬁh’ﬁi‘“‘-“
personnel carriers for delivery, commencing in 1997. Modermization of part of the present . %‘*‘x’-\ .
inventory will add other sujtably armoured persomael carriers o the fleer. The relatively new
Bisor APCs will be retained in sarvice. .

Thke fleet of Cougar armoured training vehicles that are part of the army’s close-combat,
direct-fire capability in peace and stability operations will evenmally have w be replaced.

lmpismarmng Detanca Poliny

(: ’ r;‘,}
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CONCLUSION

Several years after the fall of the Seriin Wall and the collzpse of the Soviet empire,
Canada firds itself iz a world fundamentslly transformed, characterizad by considerable
turbulence and uncerminty. Similacly, at home, Canadisns now live and work in a soclety of
more limited resources and new challenges, where many of tho old rules and certainties have
fost their validity. Lu these circomstasces, ensuring Cauada’s securicy and defining an
+ appropriate role for cur ammed fbrees is move than ever a challenge for all Capadians.

With this White Paper, the Goveriment has fulfilled s obiigazion o pmvlde Canadim
with an eﬂ’acﬁve, rexlistic and affordabic defnce policy. Prom the cugset, our objsctive was
not to-discard sound practices in favour of simplistic solutions. Razier, the Government was
committed to reviewing carefully every aspect of Canade’s defonca policy so that it could mzke
. reasoned Judgemenm on how best to amm*e the nation’s security and wull-bcing. At the heart of
our approach were extensive snd far-resching public consultations, lasting for most of 1994,

~ The Government belicves the dafwce policy enunciated in this Whita Paper reﬂem a Canadizn
. congensus. i
E The White Paper affirms the need 10 maintain m:ﬂti-pn:pose, eombat-capable gaa, lad
. and air forces that will protect Canadians and project their interests and values abroad, It atso
. concludes that to maximize the contributiozs of our armed forces, thelr traditional roles —
‘protecting Canada, cooperating with the Unlted States in the defence of North America, and
participating in peacekeeping and other wauititareral operations elsawhers in the world — should
evolve in a way chat is consistent with wday's strategic and fixcal realities.

The Canadian Forces will mainzain core capabiiities to proisct the country’s tarritory
and approaches, and to further pationsi objectives. Given that the direct military threat to the

 continent is gready diminished at presezz, Canada will veduce the level of resources devoted to
traditional missions in North America. It will, however, remain actively engaged in the United
Nations, NATO, and the Conference on Security and Cooperstion ia Burope. It will becoms
more actively involved in security issues in Latin America and the Asia-Pacific region,

To achieve these goals, the Regular and Reserve Forces will both be reduced and
refocused, the command and control sysiera will be recrganized, and affordable equipment will
be purchased 50 our troops have the means fo carry out their missions. Tha Department of
National Defence and the Canadian Focces will operate more efficienly, making optimum use
of infrastructure and equipment, and ensuring full value is derived from the skills, experience

LALOBO1S
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and professionatism of Canada’s armed focces and civilian defence employess, The

Government will also work towasds barmeaizing industrial and dafence policies to maintzin

essential defence industrial capabilities. ' _—

/ This policy recognizes that the desence budges will be under continuing pressurs as the
' Government strives o bring the deficit under control, More reductions can and will be
accommodated, including the military reductions outiined in this Paper and curs in the
Deparunent’s civilian workibree arising from a number of additional facilities closures and
copsolidaiions. Further savings will be achisved through the elimination, reduction or dalay of
major acquisition projects currently izciudad in the capital program. Oaly a few major re-

equiproent programs remain affordable, and these will directly support the new defence

priorides identified in the White Papa/l'.txken wgether, these measures will have substantial
implications for the Department and the Forces, their members and amployeas. as well a3 for

local communities and the private sector acvoss Canada.
This White Paper provides Canzda’s men and women in uniform and their civilian

colleagues the direction they require to carry out their duties on behalf of the nation, whethar
the world of the fumire iy a peaceful znd sizble one, or is plagued by inc:teaslng violence within

and among states. Jodeed, whatever tha future brings, the new defeace policy will enable
Canada w respond and adjust as necessary tw deal w:th the range of challenges 0 OUr §acurity

. -that could arise, now and into the next centary.

LALOCO1S
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TO/A: Francine Colin

.COMPANY/SOCIETE:
. FROM/DE: Fred Doucet DATE: _ December 5,1994
INCLUDING THIS PAGE/INCLUANT CETTE PAGE: Yy PAGES

‘ORIGINAL/ORIGINALE:__ 2/ Y- 2 F6— 5 L7

MESSAGE: Dear Francine:

Could you kindly put this into Mc. Mulroney s £ile for oo
New York meeting. Thanks, -

SHOULD THERE BE ANY PROBLEMS WITH THIS TRANSMISSION, PLEASE CONTACT/

POUR TOUT PROBLEME DE TRANSMISSION, VEUILEZ COMMUNIQUER AVEC

SUITE 320, 440 LAURIER AVE. WEST
OTTAWA, ONTARIO, CANADA KI1R 7X&
TEL {613) 782-2336 FAX {613) 782-24218

ONT 3045 82¥Z I8L €TH IVE S¥-TT  $6/80/8%
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© TO: Fred Doucet .

FROM:Creg Alford “TEL: 613-563.3321

o . FAX: 613-563-7648
‘ DATE: -Defembeli'l, 1994 o
SUB,.IE.C l_':. De[_mci; Wlfltc'.P:a,pu" Rr.l'e.us'c and Lefter
PACES: -. R ‘

.., Defence White l’aper.n?le.afed today, 3 key .Pg';cs attached:
' :Aiso.}nilached is letter to Minister of Defcnce for sighaturc by J. Mastanany.,

- Please call Greg-Alford if any changes to the letter wre DCCCSEALy.
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recommended thar, if it should prove possible in the current cavirotmment of mifitary downstxing
mtognd the world to acquire three i six modern diesel-clecric ssbmarines an & basls that was
demonsteabiy cost-effective (ie., that could be managed within the existing capital budgee), then
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ﬂhm@ymmmmaumwyba
NATO pastner msmmm»a@!mmnupdm

‘ mmmmﬂmmmmmmm :
mhhtdm@mﬁmmﬁmw;dmduhwdoﬂhlm
mummmwﬂmmmamwdmemmmu
_ considered. Strting is 1995, mmwmmmm«umwcm
mwmummyww),mwmamw
mdmnecmmm:czpabﬂuyﬂmhabmlﬂn& .

- Omnmlhndm ‘ ‘ .
' mw«mmwmmmnmumh_
CmﬂEmpehsdmm.mmdmeﬂ-ldmmﬁm&mpn Muli-

mmmnmmmmmmm-wmdmm
intermational oporagans. .

, _'Wsmmﬂl&WY‘WmMm,Mmmﬂﬁm [ .
. ‘The matetiel of the three brigade groups will be improved. Current pitas call for the '
mdamdmwmm&omdaw
- combar-capability. "
o Mmhm@qummgmdop«@nﬂdduﬂmmw :
personnel carrier fieet. Ity mobility, prmonndde&mmhpoumnhhmmm
'lmmwemdmmqmmdmml&dywhmdmmdq’smwﬂ .
acher multilateral missicns. The Canadian Forees wilt, therefore, acquire new armoured - % W'ﬁﬂﬂ"‘
 peesmmed carviens for delivery, commencing in 1997. Modernizstion of pact of the preeat - . [ " Strdugy
mmy*ﬂl:ddﬂnmub&ymmdpammﬁmmmﬁsnu_ Theulmvdyw
':mmAPCswmbemmdinm .

I
i

C mnmﬁwmmv&ﬂﬁmmmdmemm
' a dm-ﬁmcq:bnkympmudmbdnyopmwﬂlmunthewbeqﬂwd.
i
1

;o

!
,'/

%

MULO0O011



graams P.o4
12/01-1934 16:53 THYSSEN BHI 6‘1355:_57648 1
“"‘,"_"“"""m i

mmmm&w:mmmdvﬂh&nmm ‘rh

‘_ﬁwmmmmmmw-mmmwm
mcmddmmmﬂma. '

- mmnmmmmmmmumwmum
‘.‘Gmammmmbmmddummd l&nmdnuiuﬂnllllwﬂlh
mmmmmmﬂmmmhmmﬂmhm
WsadmmmhaumﬁmamdMﬁmmw
oonisolidations. Further savings will be achicved through the diminstion, redncrion ar delzy of
major acquisition projects currgmty included in the capital program. Chlyuhﬂmm-
memMgnﬂmmwmdmdywmmm
muﬁuﬂﬂdmumwwmm-ﬂmm -
. wmmewmummmmm-ﬂ-m o

mmmmwsmmmmmmdmm o
wﬂmmmmmmmmmmmuﬂfﬁmmm
' mmamm:.wmm;mmumummm
and smomy states.’ hdnd,mmefnmmhmﬂumduﬁnwpdlq-mmﬂo

‘ -Cmmmmpmmwnunmymmmmmdmnmmmm
. 'Mmuldmmwudmthemmy -

]
{
1
|
|
i
:
|
L

N
1
i
!
i
1
|
i
]

MULDCO1T



.o . . . B . . . . , . '
. .\ I, . . P T P vl . - R

. K - . S . ..
. PO ., N R
.. . - e .

MULDOO11

T N B T S

12-81-1994 16:55  THYSSEN BHI ' 6135637648 | 18724815 P.06

THYSSEN BHI

.._,—._,

o e .

o prowdt. lngh armour protcc!son whhoul cnmpromrse fo- payload nd mobility Equally ’
. important is the growth potential of TH495 offered’ thmugh ‘its modular dcslgn with "~
"~ features such ag a digital bus system; a commiereial engine with up-mtéable powcr output,

‘modular armout, ste, -With the significant financial outlay that & new APC project will. - .
represent, It Is logical that.the vehicle Canada selects should be cxpecud 1o be able to -

. offer these features in order 1o gwe the best value.

T 495 s an " off the shelf * prorluct as défincd by DND to the Canadian Defence
o Pmparcdncss Association, and we .cap confim it céuld be “available oﬁ ‘Canadian-
... production in 1997, TH 495 is u privately fanded development, the prototypes of whlcb
.- . have been operating lo’ Company. trials for several thousand kilonjetres. An APC '
- < configured TH 495 has- been delivered Jast week tor Malays!a for. castomer iria!s.
. -+ Additionally, we have éonfirmed that a vcly slgmﬁmt cxport market wlll mst fur TH
. 495 over the, next: 15 20 years e L )

.- Larlwr (hts month !llc puﬁpecl uf T‘H d95 as the velnclc system fnr a mulﬂ]atnml
“...x | coopetative progrant was calized ﬂlmugll joint activities in - Germany azid Biitain. -
. -Specific bilateral talks were initiated by the Geman Anny aftér their recent decision 1o ) :
. “lnclude a tracked vehidle as a portionof their. acquisition plan under the GTK pro;ect In'. _—
" . the interest of fi ndmg common ground with additional potentin! cooperative program ~: -
.parincrs, | understand that German and British officials have invited the Canadian Anny

to consider participation in the ‘proposed cooperatwc program which is based. on TH 495.

" As a tracked vehicle the TH 495 possesscs an inherent off-road mobility superior o any’ o
© equivalent wheeled vehicle. This capability mainitains the Ay’ required general © 7
- purpose capacity:” [The: GTK project also inclades plans for 3 wheeled vehlde anqu:smon.

undcr a scparale bllatem! Franco/Gcnnun prn]ec;]

Wc sec this interest in Mumlalcml Cnopcmuon as Vejy mnssstr.nt with our. ob;ccuvcs as -
an industrial devcloper of the TH 495. As an indepéndent development, we have been -
ablc o minimize the risk in, design by using an assembly of the most advanced but

" proveni compongnts, This optimizcs désign while. meeting  the-broadest posirible” maﬂcet' _

and fowering the cost of the production vehicle. (It is the- Company’s preference 10

- . mupufacture TH 495 in Cenada with high Canadian content through parmerships with
- Canadian compame; and concirrent ipdustrial benefits. We would also intend fo - -
"+ " manulucture fn Canada for export which would ereate ;.gn}ﬁnnt new jobs; both ai our -
- -+ facility us well as. among Canadian sub-contractors. On this poitt, it is lmpomm to pote - ;..
- .. that the éxpon -market for TH 49‘5 is distmctly dlffemm from that whlch oan: be reachcd S
i -by Gcncral Motors. ; o

. Bascd of our prcvlous coulacts Wllh your dcpartmcnt, lncludmg monnt dncmons wxﬂ:
* the Schigr ADM Materiel, we have been assuréd that thc APC ‘procurement will be -
. based on the Army s operauonal rcqulrcmems and w:ll bec met by an open biddmg

12/01,1934 16155 - mrssmgm 5135537645 mmws pa?
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YO/A: Francine Colin

-COMPANY/SOCIETE:

. FROM/DE: Fred Doucet DATE: _ Decenber 5,1994

INCLUDING THIS PAGE/INCLUANT CETTE PAGE: & paces
ORIGINAL/ORIGINALE: 7Y~ RT6— 5 Y7

MESSAGE: Dear Francine:

New York meeting. Thanks.

SHOULD THERE RE ANY PROBLEMS WITH THIS TRANSMISSION, PLEASE CONTACT/

POUR TOUT PROBLEME DE TRANSMISSION, VEUHLEZ COMMUNIQUER AVEC

SUITE 3120, 440 LAURIER AVE. WEST
OTTAWA, ONTARIQ, CANADA KIR 7Xé6
TEL (613) 782-2336 FAXK (613) 782-2428

o
1 Could you kindly put this into Mr. Malroney s file for our
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DATE: -Decem'beli-l. 1994

_ THYSSENBH:—
MEMO

FROM:Greg Alford “TEL: 613.563.3321

- FAX: 613-563-7648

SUBJECT: Defencé White Paper Relcase and Letter,

’PAGES;“G :

.., Defence Whitc Paper.releascd today, 3 key pages attached:
. :Ajso.'alsachcd is letier o Minister of Defence foy sigi:atnrc by J. Mussinany, -

- Please call Greg-Alford if any changes to the ictter are necessary.
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Government will also work tomaeds harmoatzing- Mmdmpamhmmm//f o
——— @7 essential doence indoyial capabilities,

-~ MWMwm&edmwmhwumMum
Government strives to bring the deficit ander control.  More reductions can xid will be
recommuodated, inciuding the military reducrions ourlined ia this Paper sod catx in the
" Departmant’s civiling workfores srising from a sumber of additionsd facilitiss closares and
consolidstions. Further savings will be achioved through the elimination, reduction ar debay of
majar acquisition projects curremdy inciuded in the caphisl program.  Only a fow major ro-
equipment prgrams renasin affordable, #ad thase will direcdy sapport the aew defence
mwmumwmﬁx thess mossures will hawe sgbstantisl
traplications for the Department and the Forces, their members and esuployeos, s wll as for
hcdmmmumumdmzpnmmmcmﬂm

This White Paper provides Canada’s men x0d women in uniform and their clvillen
colleagnes the dinection they require to carry out their duties on behalf of the nxtlon, whether
. the world of the fitare in & peacefil and stablc one, of is plagaed by incrossing violencs within
- and anong states. Tudeed, whatover the fatare brings, the new defimes polfcy will ansble
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Mdymmfymmdphmmpnlmmmmm
illlqm':byliuenduﬂham )
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mund«wdnrmdmﬁnemﬂhnudlunpmmudwlm“d
responsibilicy, require relatively small crews, can bs.operatnd for roughly & thind of tho cost of 2
todern frigate, sod work well with' other dlements of the Canadian Forces. It also '
xmnmddmmﬂnmummpodﬂcmmmmmdmym
aroutsd the worfd to acquire three o six modetn diesel-clectric sebmarines an 2 basls that was
desronsteably costreffective (Le., that could be managed within the axisting capital budgres), then
uwﬁuvuumnunbmldmmulywmdamdxumm The United Kingdom fx seaking @ -
wm:emﬂymmmﬂmdhwwyba
NATO partner. 'lheGmmmtendsmqﬂmcthnupdm

C mmmwmmmmmwh
mwmmemmmshpmld‘mmmﬂudmduhpﬂolhlm
wﬁhmﬂmmﬁﬂmhmcmﬂmmdﬁemmmu
_considered. Starting it 1995, ﬁcmymllmcdwtheﬁmdllmdmlhﬂimw
mW(thMythWbMamm

' Oplnllwulhndlium . .

' Mmpumudmmw“mmmnmumnpﬁph.
mmmmmmumdmmmm Mutd-
mmmmmmwmmyma%mdmm
intermational oporations. .
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. The materiel of the thre brigads groups will be improved. Cwrrent plins call for the
quuhnnofammyufmﬁmoqmpmnmnludwmm:damﬂu—pma
] Mmﬁunnpln,nwmgxmﬂopamﬂddmymlhemd
pessonued: carTier fieet. Inmobnty mmmﬂdmnrmmhhﬂughtm
'lmmmcmmqmdmmlikdybbeme:mmd :
. other ymmltifateral missions. The Canadian Forces will, thuuﬁ)m.lcquimnwmd B W, "-"“"*"ﬁ“ﬂ"‘
 pessgmne] carviess for deivery, commencing in 1997. Modemiztion of part of the predegt - . [ - SEdwgy
lnwy-m-ddothersumblyummdpummdmmmdwﬂn. mmyw -
:‘Hmmmbemmdhm : .
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o smmmmeﬁu&mmwmmmmocumm,
Canady finds imelf in-2 world fundamentally travskemed, ‘charsctexisod by considershle -
wrbulonce and uncertainty. Smﬁluly,nhomcwmm-hnndwtkm:mdnyﬁ
mhﬂmmﬂmdﬂm,thcmydhddnﬂuﬂmm )

' Sost theic validity. Jn thess cirvametanced, onsering Canadas secarity md defining an
' _Wmtdnhmmﬁlnmumﬂmmuhw&d!m

. mmmmuwmmummumm .

’ Mmmmummm Bu-hmrobjm“ T

: 'mmdmdmdpmhf-wdmﬂﬁcwmhm Rubes; tho Goversment war .
- commpitted to reviewing carafally ey wpect of Canadx's defonco policy wo thar Kk could meks
' wwmhbunmumﬁm'smﬂm At tha bexrt of
._mwmmmmwmmhmnﬂm -

'_‘-WWWMWMMM&MMMIM

e mmm«mmmdmmmmmmmmm
mdmﬁxmﬂmvﬂpmmcm-uudpmm&drhmwmm It also
mummmmdmmmmwm- .

' -.mMmommmcUdusumnﬁeMd‘Mmm
-mmmmmmwwqmmnmm - should

mdnmawymaummm-mmdmm
mmmmmmmﬁmumumﬁm

. ludlmmdn. and 10 furthex national objoctives. Gmdmhedmﬂinyﬂnﬂhﬂlﬂ .
-Wumw:mmmmhmdmwm

teaditional missions in North Americn It will, Mmmwhmw

.Nmmmmmemmmwwmm R'ﬂ!bm .
.mtmvdymwlvdmmmuhmmﬂ&zwm

“Tb ackiieve theée gosls, the Regulsr aod Reserve Forcas will both b redacod and

. Mmmummmwmummmmmwm '
" o prrctised 30 onr toops bave the tucess 1 carry out thelr milssions. Ths Deputment of -

National Defoocs and the Caziadizn Forces will operste more officiondy, muaking optisoin use

. d‘hﬁlmucmwmdnqmpmm,mdmfuﬂvﬂnondmwdﬁmﬂuﬁﬂgw
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- Thhpoluqmmgnmﬁndud:ﬁmebudﬁwmhmdzmlumusdw
Gmawmmmbmmodnﬁum:rmwo! -More feductions can and will be
mnmﬂmd,ndmﬁghﬂmymmnmmmmhm
Wsﬂmmmmamdwmmm
consolidations. Furthwt wavings will be aciieved throegh te dimination, reduction or dekay of
major acquisition projects catrgaty incloded in die capital program. Cly & foer mjor e~
memqummmmmwmhm '
prmnt:uidemiﬂudmlhwm togetber, thiso maxsores will fure sobsmntial .
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mwuchpuwlduw:mmdwinuﬂhmndﬁn&dﬂhn .
" colleagues Ihcdnmﬂwymmmymmmuwufﬂwmm

" the warld of the future is & peacefil and swble ops, aumummm

and smong states.’ Mmmmmmumm-mm
Cmﬂawmmdadaﬂmnmymdnlmmcmdwmmmmy
dntmuldame.mwandmmeuutommy - .
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_ Hon. Pavid Cbllencllc.

Accordmgly we followed with. grt:ai intercat ﬂtc pmq:edmgs ot lhc Specul Joint -

- THYSSEN BRI — - ==

Hulte son 350 Sparks S1raet. Dnmn Oruils, Canaus Klﬂ 753
' Tﬂcphmu- (61 q :m—:nzt Tnhfu. (813} 5637048 A

Du:emberl 1994
Minister of National Defence

MGen George Pearkes Building, -
101 Coloncl By Dr;, - .

"Ottaws Ontaro .
JTKIA OK2

Dcm" Mmmcr _ Lo
As you are aware, l'hyssen BHI ‘8 dmsaou 'I‘hyssen Induslne AG lms becn uhblmhed n

Canada for scven years, and seriously interested in bidding on the reqmrcmentn of the -
Canadian Armed” Foroes iti the field of armoused vehicles. Tt was ouf understending . thiat

o .- when a ‘procurcment program came up, we would have: 2 chance to bid. F fact, we
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received formal writlen commitment. that we would be given the opportunity to bid

Against possible Canadian requirements-through a letter from the ‘Minister of Defcnce

datcd on January 25, 1990, and’an Uaderstanding in P‘rmqplc fmm the Minmtcrs of

. Defence, DRIE and ACOA dated Scptcmber 27, 1988

Commitice on Defence Policy and noted that their repoit included-a recommendation
for the priority Acqulsmon of new armoured persorinel carricrs (APCS) We pow note

" . that this defi icicncy is identifi ed in your 1994 Defence White Paper which declares in.

past the ititention to" acqumc hew armoured pelsonné] carriéns for delm:qr '

i commcncmg in 1997"

" We tlu.n.fuu. wiite to cxpmss our keen interest in n:spondmg to ﬂm APC mplnoement )

initiative. In'the area of operational requ:rements we have maigtained contact over .

“recent years with the user side of DND-ta ensure that we had the best possible

understanding of. the perfotmauce characteristics envisaged for a iew armoured vehicle. .~ -~ -

We ‘maidlicd these with criteria foind in lhe mtemaunnal market fo guide s in- ﬂcsngn o o
- uf our how., vchaclc lhc THG‘)S ' . . T

The Tll 495 family of tracked vebidﬁ is dcs:gncd lo meet. the nperatlonai mq!urements ‘ _

7 of multi-purpose lorces that: include in: their miesloii the need to perform mekecpmg S
- - “and Jor rapid reaction assignments. It also closcly mau;hcs the NATO M'BAV study for
.fulurr light ammurcd vehicles.. .

Among thc many key perfurmanoe characlensucs 1 wotlld h:gbhgbt TH49S'3 abibty to

O R
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o provde lngh armonr protccuon without onmpromme fo- payiaad and mobility Equa!ly )
. importani is the growth patential of TH495 offered’ thmugh “its modular dcslgn with".
© fentures such as a digital bus system, a commercial engine with up-ratéable powc,r output, .

modular apmout, ete, - With the significant financial outlay that, a new APC prqcct will. -
represent, it ls Iogical that.the vehicle Canada selects should be cxpedcd 10 be'able to -

- offer 1hese features ip order to gwe the best value.

T f1d 495 s an' ofr the shelf * produc: as defincd by DN o the Canadian Defence
o l’mpamdncss Assgociation, and we can confirm it could be” available off Canadian. = -
... production in 1997, . TH 495 is & privately. funded development, the prototypes of whlch .
. - have been operalmg I Company. trials for several thousand kilonjetres. An APC -
-« configured TH 495 has- been delivered Jast week tor Malaysit for. customer trials. TR
DL Additionally, we have confi rmed that a vcty slgmﬁcanl upon market wﬂl e.:dst fOr TI-I’
<= - 495 over the next: 15 20 years R : :

_— Larhcr th:a month xhc prmpeCl uf T‘H 495 as the vc!nclc systr.m ﬁm- a muldtatanl
‘.1z | Gooperative program was rcalized through joint activitics jn - Germany anid Biitajp. -,
© - -Specilic bilateral alks wexe initiated by the German Anny aftér their recent décision’io . -
... . iclude’ a tracked vehiclé as a portion of their. acquisition plan under thé. GTK project. In" -
* . the inteiest of finding common ground with idditional potential cooperative program -
.parincrs, | understand that German and British officials have invited the Casadian Atmy

10 congider participation in ‘the proposed cooperativc program which is based on TH 495. .
As a tracked vehicle the TH 495 possesscs an inherent off-road mibility superior to any

: equlv«lcut wheeled vehicle. This capability maintains the Anny % required general -
- purpose capacity:- [The GTK project also includes plans for a wheeled vr,hsc]e acqu:s:uon.

undcr a sgparale bilateral anoo/Gcrmnn prnjcc:]

Wc ‘scc this interest in M ulu!aleml Cooperauon as, vmy mnsm:nt with our. objccuvcs as |-
an industrial déveloper of the TH 495. As-an indepéndent development, we have been © -
ablé to minimize the risk in design by using an assembly of the most advanced but’ .

prmh:n components. This optimizes design while. inceting  thic-broadeast posm'ble market. _

and lowering the cost of the production vehicie, : It is the Company’s preference 10

- . mupulactire TH 495 in Canada with high Canadian content thyoigh partnerships with
" ‘Canadian compames and concirrent industrial benefits, We would also imend to -
-~ manufaciurc in Canada for export which would créate slgnfﬁcant new joby; both at oir ¢
R famhty as well as. among Canadian suh-camractors. On this point, it is- lmpomm to pote. ;.. -
- .. that the @xpon ‘market for TH 49ﬁ i disuncdy differem fmm ﬂm whiah can- be rcached :
i by Gt‘ncral Mofors.: ] . '

" Based on our prevlous co:ﬂacls w:lh your dcparlmcnt, includmg teu:nt ducu:slons 'mth
* the Schior ADM Matericl; we have been assuréd that thie APC procurement will be -
. based on the Army s ogera(;onal requlrcmems and wﬂl be met by’ an open bldding

1%1/1934 16255 - ﬂﬂ'SSFﬂ BHI s T
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I me T proccas i wluch we wﬂ] be .nbie to parlwnpalc ¥ it lhdl ‘his Feinains your lntent as I
TR © . amt concerned by a recent’ press report and other-indications thai the rarter may be .
g - managed differently. Now that yaur APC replaoemcnt rcqunrementisspeqﬁmlly R
- ' o "~ . confirmied in the White' Papcr. 1 wou!d wdmmc your carly assumnce in regnrd to, your .
PR 'u:ndcrmg process.. : . . '
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December 14, 1994
Hon [avid Catlonette
Minister of duticnal Defems

MChn (LR Paarkes Bidg. <o narel
101 Cul, By Dire Lo
Oittawn, Onat. : R et
KiA 0K2
LBEC 15 190
Bowa o, GU LTS o 15
horged do i Charow s '

Dicar Minister

Further 1w the lotet sent Friduy, December 2od by Hirgen Mssmoenn, President of Thyssen BHI,
T woull Jike to cxpind on o fow polnks which may be relevant G your comiderations in
dovclopiog o prcurement siriegy for the acyuisition of Armoured Petsonnel Cazriers (APCR) a3
snpouneed in the Defenoe White Paper relensed Deeember sl

Thyssen s o long amd substantin] history in Canada, $inee coming 1o Canada over a quarter
century ago, Thyssen has expanded in a varicty of indusirisd sreus and currently employs over
IR peaple in g varety of commercind operntions across the vountry with the larpent
copcentrotions i Kitchener, Orangoeville, Missiksaugs, Scabotough, Toronto, and Winnipeg.
There businesses voniribute pot osly to e Ceaadian ceonomy, bat alko to the comarunltics in
which they are rated.

Thyssen alses bas o well-cerablished reputation for its manufacturing capability tn the arcas of

: arvmoured vibicles, in both wheeled and tracked configurations. When Thyssen fiest received
encoutagement from the Gomornment of Catwds 10 further cxpand its exdsting Investment in
Conada, s was 3 satoral field e seloet, Consistent with Government policy as well s Thyssen’s
dosire v firpe closer links with other &echnically adkanced Canagian s, Thyssen offered o
negotiue pirticipation with other Canadian companies up o 49%.

In addithin, Thyssen ha romained sensitive b povernment priorities s ferms of regional
ceonomic development podicies. Moseewer, the ereation of a tracked vebick manufacturing
ity will eompiiment the existing wheeled vehicle produstin capability in Conada.

My putfrow i writing o you bk to seek your supp ot for o competitive bidding process leading to
the sebevtion of o prime contragter o deliver APCS to the Depariment of National Defetsee, |
feet that this weuld oet only allow DND 1o consider alf shernatives fully (both whereled and
trackedd Trots n cambat gapability scrowdpoint but nbo to reuline the greatest economic sl
sndustrinl eretits o Canada 1 the Thyssen THEYS 5 seleeled for Canada’s APC
requirements, our imdustrinl benefite package wal include micutbeture of the vehicle in Croady
For horth the dhpastie and vapent morket, The export mirker « hick we project for TH 493 s ina
range spphosching 5 HE Billios over the next 15 oo U0 ypars

- Distiomen Set A58 ez LIS
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We are coriain thal the TH 495 onn b cst compelitive in a bidding situation. A recent NATO
study for Muiti Porpose flse Armoured Vehicles (MBAVY) confiemed that the lﬂ?ﬂiﬁmﬁﬂ cusly
for a puxbern fracked sehiche witl by jower than o wbeeled wehicle with the game mission
capu:haitmw Additionally, that study eorcluded that neithar of the two wheeled vehicle concepts
defirod were able to mroet 810 the target mission requisements, the required performance
charactristics were only achicvable by the tracked conecpt.

TH 435 clngelv matehies the tracked vehicls comept defincd in the NATO MBAV itady and
mects sl of the target mission requirements. The NATO MBAY study 5 8 velusble independent
work by which wy [udpe the coamplote suitability of TH 493 (10 meet new APC requiremenis. We
hope this will be considered in the Canadian fequisements because 3 vehicle which meets the
NATO MBAV farget ao complaicly ns does the 'TH 435 will offer significant benefit in potentinl
for interndtional jiint procurcmest progrums.

" To thess imparnnt shamssteristios of superior capability snd competitive cost, we alko heve ukivd

2 designed-in growth potential, This is 5 very signilivant feature when considering the longer-term
utility of the vehick and it aduprability Ror the tasks it may be required 6o perform, In this .
regpeet the vitue of the consfderable procurement invesument ik tar better protecied than i the
cake with uuipments which bnek this copaity.

With respeet to wvailibility by 1997, our TH 495 is now [ully developed in it APC prototype
mectng the definition of "Off the Shelt” cyuipment, and aipable of entering production for
delivery pr 1UUT,

Tweonsld alsy appreciaiy your views on the pmcuremuzt strategy 1o be employed in the selegtion
of & new AP, particularly m’m rogard to partncring arcangementy und preferred locations from
a regioan] benelits paint of view.

[ lotk fowardd (0 brieing yowr vicws an this ssﬂ;,uu. In the mu_rim, if you hove any quesiions
regurding the Thyssen Group of Cempanics and operations in Caoadie of solutions which we may
be abke wr proside o Cenada's APC requirement, phoase wintacl me 8t your convenlenes,

Yours s !v,

S

Greg Alitrd
Br. View Prosident

el g Py
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Sulte 08, D50 Sparks Strear, Ohtawa, Griario, Canada K1R 758
lelaphono! (B13) B63-3521  Trlalax: (B13) H683-7648

December 16, 1994
M. Marc Lalonde
Stikeman, Elliott
Suite 3900
1155 Dorchester Blvd., West
Montreal, P.Q.
H3B 3V2

Pear Mare:

‘Thank you for the copy of your, letter of December 13, 1994 to Hon. André Ouellet. We'
have provided an English translation of that to Messrs. - Schreiber and Massmann today.

In subsequent discussions, they have asked me to pass on the following points for your
reference: B :

1. NATO MBAY Study

As we hear that options for the APC program now includes u séle=sesurced buy of GM's
wheeled vehicles (the licensed technology of MOWAG/Switzerland), and possibly
upgraded M 113 tracked vehicles, it is worthwhile to note the independent sonsiderations
of NATO which judged these solutions impractical. : '

In the NATO study for 2 new Multi i’urpose Base Armoured Vehicle (MBAVY) the
NATQ Working Group of Experts (WGF), which included Canadian representation,
referred to the risk in upgrades as follows: :

"Current Situation. Within the Alliance there are a mudtiplicity of lpht
armoured vehicles (LAY) (M-113, VAB, PT2, FV432, etc.) in service. Some
are capable of upgrades which will make them usable beyond 2010. There is o
risk, however, that the cost of upgrades will be increasingly expensive and, in
arny event, will prove ineffective in the fuce of newer technology. Others will.
reach the end of their usefid lives by 2000, necessitating their removal, Existing
fleets generally offer limited protection, mobility, firepower and protection and
are not truly suitable for the post - 2000 batdeficld even in relatively benign
situations.” [page 4 of NATO MBAV ONST]

LB ,2B°d  STEPELET  BP3ALOSEIY IHE[_NESS.J;H_L TPihl  PEET/GT/ZT
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From that situation the NATC WGE then set out their target requirements to which a
NATO Industrial Advisory Group (NIAG) produced a set of possible concepts fulfilling
these targets. Of the three concepts described, concept 1 is a tracked design, mecting all
of the target requirements and offeriig the lowest acquisition costs. TH 495 matches that
-eoncept and fulfils all of the NATO MBAV yequirements,

We believe this not only speaks well to the suitability of TH 495 to be consldered a
contender in the Canadian APC requirement, but it also strongly endorses the export
market projected for TH 495. (Attached are excerpts trom NATO MBAYV study and a
magazine article reporting on same.)

2. Indust Canada

As we review the situation, we cannot overlook the fact that in September this year, it
appeared the Minister of Industry was soliciting agreement from his colleagues to dismiss
the Thysaen proposal based on threg points of criticism:

i "TH 495 will have no international market;
ji. TH 495 will commpete directly with GM; and
iii.  there is no Canadian requirement for armoured pargonnel vehicles

(APCs) in the foreseeable future”,

This communication atfributed to the Industry Minister- was cleaxly in contradiction to

. our department level discussions with Industry Canada which agreed on markets and the.
clear differentiation of export_markets for the {racked TH 495 from the from the markets
available to the wheeled GM vehicle, The third point, suggesting ne Canadian
requirements, was questionabie zince everyone following the defénes policy review
anticipated there would be a priority placed on procurement of new APCs for the Army,
In fact, Mr. Rompkey, deputy chair of the House/Senate Committee on Defence made
public statement in July stating "new APCs for the Army were an agreed priotity
recommendation of the committee™. This was confirmed in the commitiee’s report Oct. -
31, 1994, then included in the Government's White Paper on Defence December 1, 1994,

The actions by Industry Canada seem to have been designed to dismiss the Thyssen
proposal before the White Papar, perhaps so we would not make awkward requests for
a chance to be included in a fair conipatitive selection process for the APC projeot,

Repardy,

=

Greg Alford

“hmm s THAE NASSAHL 2P:4T  Pest aeTrsetl .
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INTRODUCTION

1.1 Gensral. The NATO FiyiT-pifrpose Base Armoured Vehicle (HBAV) which Is
intended for the period post-Z000 will be a dow cost 1ight armoured tactical
vehicle. It will be a fyndamental vehicle which will provide the
characteristics of protection, mebility, capacity and firepower. The base
vehicle will be capable of metamnrphos1s which will yleld required vartants

(armaured personnel carrier, command post vehicle, artillery observation
veficle, etc). A fuller 11st of possible variants, derived from the MND for
MBAY, 1s attached for informaticn at Annex A. The characferistics wil) be
provided to the extent necessary appropriate to the role of the variant, While
1t 15 not intended that the MBAY be primarily a dipset cembat veniale, 1% must
" be capable of participating in combat operations is sonfUREE En with gghgﬁ HPME,

In addition, MBAY must ba capakta of withstarding inéidantal {ndireet fiFe whtle
maving about tha combat soré.

j/ff.z Current Situation. Within tha Alliance there are a multiplicity of
light armoured vehicles. (LAY) (M-113, VAS, P72, FY432, etc.) in service. Some

are capable of upgrades which will make them usabie beyond 2010. There is5 a
5[ risk; however, that tne cost of upgrades will be increasingly expensive and,
i in any event, will prove ineffactive 1n the face eof nawer techaalogy., Othars
will reach the end of thetr useful Yives by ZOGG. feeassitating thair remsval.
Existing fleets generally offer Jimitad protection, mobility, firepower and
protection and are not truly suitable for the post-2000 battlefield aven 1n

relat1VEly hen1gn situvations. e

1.3 . Ccmmanders Renuirements. ‘NATO comﬂdnders require a MBAY .with-a high

degree of standardization and accompanying finteroperability of basic components
and supply. Jdeally, MBAV should be-a single universally accepted vehicle

. family which would ease acquisition, training, supply, repair and sustainment.
Given national priorities, timetabies, requirements, etc., commanders require
that, as a minimum, MBAY will have standard parts utilized to the greatest
extent possibla, and that rearming should be passible, refueliing feasivle and

repair available at any consolidated NATQ re-supply or repair depot.
Notwithstanding the foregoing, the differences betwean sach nation's MBAY should

ba m1n1ma!.

1.4 Oanaral Reaviremant, MBAY wil! D2 required &p:

a2, Quickly move troops and/or materiel about the combat ione while
out of direct contact with the enemy but subject to the
possibility of accurate, lethal, indirect fire or ambush;

b. In co-operation with other arﬁs, transpert troops into an attack
thus becoming subject to enemy direct fire {ncloding antti-tank;

Provide appropriate protection for the MBAV crew, personpel and
cargo from direct, indirect, 2air delivered and NBC weapons and any
resuitinﬂ residyal hazards existing on the battlefleld;
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ver the years, NATO has actively
promoted collaboration and st
. dardization of variots weapons sys-

tems, with zome success In tha amumnnitionn,
alrcraft and mlssile areas. However all
artempts at collaboraton on armoured flghit

. Franco-German AMX30/Lecpard 1, through

the US/Genman MBET 70 In the mid 1960s, to
the UK/German FMBT prolect in the mid
1970s. It will ba Interesting, therefors, to note
the prograss of the Multl-purpese Base
Armoured Vehlcle (MBAY — gee /DR
1071992, p.971) study now belng conduciad
by the NATO Industrial Advisory Group
- (NIAG), which la due to report al the end of
this year. Will mach smaller defense budgets
throughout NATO finally force countries w
cooperata on thia vehicle, thereby produc
lng the Hret truly common AFV?

“ Even before the collapse of the Warsaw
Pact and the unforeseen civil war In the for.
mer Yugoalavia, it was recognized that

replacement of the most comnionly used -

AlVs (epltomized by the M113) would be.
come i necessily bafore tha end of the cen-
tury. Many ol thesa velileles were desiyued
In the (9603, and there are gver 150,000
worldwlde, costing ever more 1o malitain
and becoming uneconomic to update,/The
roles for which these vshicies were
denigned have changed considerably, but a
relatively large number would sill be need-
ed by NATO armies and production costs
eould be kept doswn assuming there were to
be the necessary level of cooparation.
There ara currently [ive different ar-
moured vehleler oparating in Bosila «~ from
the Britlah Warrior to the Fransh VAB -
altsmpting to carey auk 8 rols lop which they
&ra not idaelly enited, Sueh simal] numbers of

diffarent vehilelen, each sauldng tislr own L,

logistie suspor; leads to savers oparmtitnal
problarme, How much esstar it would bs il ol
the veh‘;les usad the zanie Baxe chsealu,

Design requirement

Hence, the Qutiine Staff Targat (ONST) for a
Multi-purpose Base Armoured Vehlele was
put 1o NIAG In 1951, The vehicle required 1s
a light armoured tactical velicia able to be
used in a varfety of roles (gae Figure 1) and
able to accept any number of add-on or plug
In packages. It must, of course, he low<ost,
use the latest technologies, require little
maintenance and be trangportable in the
G130 Hercules alrcraft -~ not surprisingly, a
true “ATTAM" ("all things to all men™)
raguirement, ’
To meet It, an extremely veraatile desjgn
would ba needed, probably welghing be-
tween 20-30r, abie to canry sround 10 men in
the personnelearrier role, and prebabiy 4
108~ 1 20men gun In the snfitank knetle- ener
gy (KE) role. The NIAG Subsreup 41 (5G41),
which had [ta first meeting in May 1992,
found iaell pressnted with a formidable tisk,

* Tha authoy i3 a defanse consulint uad fornar Resenrch
Dlrector at Vickers Defarice Systema, UK.

ing-vehlcles (AFVs) have falled, from the g - tﬁ‘ﬂli

NATO’s best chance for
M%W_W

by J.H. Brewer*

Y S

Figure 1

Basa hull

E \\‘.[d) I

Ralos

BASE HULL

APC

Radar carrier

NU{ reconnaisssnce
Artiery ubservation |
Repalr/recovery )
(ombai enginesr vabicla
Antidank missife platorm
Weaspon carier

Antitonk KE missile (LOSAT)

-

g R

‘Thres stucdy tenmg wern 56t up, sach with {ta
awn ehalriman and rmppormsdr, © cover plis
forny, payload, and systems, These teamas
were 10 examine the latest tachnologles,
define the everall vehlcdle concept, axamine
the tradeofls and risks involved, and arernpt
to arrive ab a comnon base vehtele, I partic-
ular the sysiem team was chargad with [ore-
casting the number of vehicles fkely o be
required, and to explain how the NATOQ pro-
cedyres might be adspted to aasgiat in the
procurement process! The deslgn procesy
was domlnated by the nezd o incorporate
the many roles into the concept, while engur-
fng the resuling vehicle coutd sl Ot fnside a

C-130 UerculeyyMany suspengion systems |
"wera examined lor both wheeled and tracke
ed goneepts, including hydroges, rubber and

sunilar materials, and even electrie 5prh1glng
o Incorporate active actuation,
The same applied to the power train.

Pature inwdeotipound diessls, pax turbises

and aleetrie traction weare coasiderad, bt
tha speciflad pradution date meant that the
flna eoneepts would have o uss current or
neardernn dicsel engines and iranemissions
of e cuerent opicyclic type. Electrie traciien
had bewn clusely studied in 19881959 hy the

Lowaleded hll

High-sided hull - °

LOWSIDED HULL

I Antlarmonr {gun)-.

2, Mortar -

3 Reconnalssance : :

4 Seattaring/mine laying n
P

HIGH-SIDED HYLL

1. Ambulancs

2. Comand poet

a2 Commnnlaation

4, Elsatrogle warlsre

5. Logiestin snrrier

- Thrsa differsnt kull eonfewrmtnng wanld ka mqulssagi fap tha 18 differanr rolay
Eﬂﬂﬁﬁiﬁé Eﬁl’ MEAV

Sy DA e dete |

sapller 8625 and oxdtnined onee dgaln
part of the MBAV study, since there sre ot
vug advantages in being able to do aw
.with drive axles and differentiais In 1
wheeled concepts, thaugh such advantsy
are not so obvious for the tracked concee)
However, It is unlikely the technology will
mature enough o0 meat a producton d
early in the next centry, :
Unfortunately, it also seems highly uni
ly that anyines and transimissions witl
developed specially for MBAV, since fin
will not ba available and tha chanee of pt
ing reliabiflty in this dmescale would be:
sned costg high, This has led to all conee
having o e based upon powertrains wh
. ara larger than would be the dasa If suffic
time and developinent funds were avallat
In the protection swdies, many &rm
systems werae examined within the sacu
eonsiralns, [ s likely that steet and alun
veny hadla wiil 1 provosed, depending on
eoneapt, and all will ba abla to accept
pllciud artaaurs o mest tha sringent pre
tlon, requiremnents of the various roles,
axpactad that the addon armour wouwle
remavad for transportation,. Composites
the il sueturs have also seen conglde
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but were ruled out, prezumably dus to sk
and Himescala,.
Weapon systems aid clectronies werg

studied to suit sach role; this sector probably -

heing the most important aud difficult part of
the study. I general, weapons and gleciron-
les have rendad 1o improve In performance

without an increase in weight or volume,

which s fortunaie since avery spare cublc
centimetre of space in the MBAV wiil be
grammed with alsciwonics, There ig no doubt
thar MBAY will carry lar syperior firepowar
and survolllancy systéma compared with

fuprant vahiclnz,

Wheals or-tracks?

Another avea generating a great deal of work
was a computer-basad systematic tradeoff
srudy, used to salect the best concepts. This
covered such variables as prime cosgt, long
terint Cost of ownagrship, leglstic support,
reparabllity, maintnability and go forth, as
well as the concapts’ abllity to meay all the
various roles, This analysls bighlighted the
differences betwoen wheeled and tracked
solutlons, showing that the wracked vehicle
wilf always have miore Intereal volurme than
a wheeled vehicle for the same external

- dimmensions, The protgenists of the wheeled

concept began 1o examine skidsteering and
frontand-rear stearing In order o reduce the
volumes necded o turn the vehicle, But even
with the skld-stzered soludon, the large
wheels needed for gond erosscounry mobll-
ity alsty 5ieed large suspensiondravel so using
valuabla 1l voluime, There Is no argument
thist the racked vehide will always be supe-
rigr 1 the whesled vohlele under extreme
oresEacuntTy condions, but s that what [s
figadai] for Hiture pranakeaping and smaller
conficte? Wielad velilcles have proved
considerably cheaper to operate and maln-

" tein, and Wil peciorm most of the 1asks that

are now more likely to occur, Until a new

-material emerges o enable the track io last

as long as the modern run-flat tyre, the
wheeled AFV will always be cheaper to
oparate, even tiough It will niot ba that much
chsaper o producs.

From all the discunsion and analysis [t

. ssams Lighly Jikely- that both a wheeled and
. a tracked solution will be suggasted ag base

vehicles, It will cortaluly be easier 1o sgree
aned produce a basle chngals then atempting
to étandardlze on, say, the antd-tank guided
mizale vartant. Perhaps than a complete mis-
sile module ¢could he designed and pro-
duged by one country whieh could then be
made availably to othar alliance members,
thsraby majntalnlig standaseization,

3041 will pryduce a comprahensive
rapert which will thon bé commented ullon
by governument exparts. In the cases of tha
14851988 SO18 aned 19881459 S025 studies
(bsth conesening future MBTe), no followon
aeHlans ware kan onge thase had been
gomplated, At that tmo a cooparative tank
was salfevidently not required by NATQ or
by any of I's armiles, as manifested for exam.
ple by the survival of both Challenger 2 snd
Leclerc ag uational programs, This, to dats,
hag always been the problem, Whilst 1 was
obvious even then that a commen tank
could have zaved money In the long run
thalr respective national solutions were obvi
cusly not 50 expensive hat the UX ane
France could not afford to go their separate
ways. National pride ig also involved, bu
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/B wntil the cost of unilatera) development and
f producticn becomes prohibifive, as has hap-
pened In the aircraft and missila flelds, co-
}e ration will pot begin.

The MBAV atudy is being carried out by
| S experts frormn induziry and thera is no doubt
anc\mﬂdpmﬁde the hasls of a com-

prehensive spacificaion for this typa of velit—
cle Sinee industry has thereby alraady heon
mfde well aware of what (s required, there s
" every reason 10 bellave agreements could b
made between Interestad companies 1o
enable International conzortia to ba formed

" jor e design, development and production

of tha MBAY. as sona as several countries
hawve shown a wiillngness to-fund the project.

Nota that standardization would be an
autormallc outenime, since the consotrtia
world be wurking in conformity with the
MBAV specllicaton, and the chiosen tear

-invalved. [ fach, a good sxample of such a:

standardization eHect has been the Tomsads
collaboratve atrerri producton program, in.
which tha workshare and costs are deters
mined by the producdon numbets reguired,
and investuent made, by each courttry In
the congorda,

wotld haveto-ngree-the-design of the powee_ Howsever, undar normal NATO proce-

train, slghdng systemns, anmow and weapon
system, and all other components with its
subeontractors, Further, jt would probably
ba constrained by governments to guarantes
areas of work or production to the couniries

NIAG: concord hetween competitors

The NATO Industrial Advisory Group (NIAG) s 2 suandiog group within the NATO ongintention
which consiats of senfor repressatativas o e inafor datefise ontpanies of e alllance fiaboik,
fts maln tagk Iz 66 adviss MATO of tie capablilies, capacily aind views of the deleges indystry oo

& wide variety of subjects, ram future mehinologlos w advice on s cofitraction of te Indysteinl -

base, NIAG Hs able to get up parly fusded subgroups to study b mote el subjects which ars of

pariculor riterest at that time, Previtis sulsdrotin bxve cavarsd lngates, aincrall, Ielicontern, mis

afliié, cormunieations &nd asmoyred vehicler u% well a7 sridles on ceanailc manars affacting ha

ﬁéigz indutey, Sieh groypa aporels t an APEY woek prograli fue (st T YeUrd and & ey
libanddd,

Early graups tended 1o bs lanm, bul if SN yeis numbers have bt 350U 5540 prugle,
with the alilllty 1o csll on epaclhlisng as requized, Each grouip choossy & chalrfan and a daputy
chalrman. alorng with & sscretary or rapporeur, The laver really hag the tisrdsed Job, hringinyg the
report together In reasonable Engleh which is not the iratve langunge of most of the members of
the group. An organization and strucmre t sull the sublect 1o ba studied, sod e number of meer
Ings recuired, are agresd with NATO.

There have been two subgroups on AFVa since 1985, $GI8 and 5025, [fora the Lernt 841
was get up In 1992 to carry out a prederalbilily study on MBAY, Dearing in mind thar most of the
companies involved are eormpatitors, Itls surprising Ligw much wodneratha i3 achileved, and how

a balahced mix of expertlse (s brought 1o bear regardless of nationality.
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dures, it would take at least untl 2007 befora
MBAYV saw the light of duy. Meanwhlle, both
Germany and France have been pureuing
studies with a view 1o procuring an MBAV-
type vehicle by 2004, the French with thelr
VBEM and the Garmans with the GTK pro-
gran,/The UK bias lot tiree contracts for 4
feasfbility shudy for TRACER, which i3 lp-
tendsd to produds Fuconnaleanes and ugll
ty vehicled b rapladn the olg Scorpion and
Fv430 famiblies of valilejes, AN Girsn éatn.
tried ske Rgping fa got Inty production by
203200550 far, the US has not msda clesr
tie golley, ey thou 1t bty Basn activaly
invetved i e fvi'%és sidy aad %‘z&ﬁ bl
Prulurs Bt Yehield and L;ﬁjié =
Voliils Fglravieih cutsEHEIRG ;'

S0, will & Buropiis of NATO otyater
at {38t CoOPErate f &b anmioured vehscie
The time wauld appear to be right, wlit
thres countries actually looking at what f:
needed to replace the most common AFV:
in.service. Certainly industry iz willlng are
able {0 furm internaliomal comparies whict
conld hid to produce MBAV by 2003, if :
gpacifieaton dould D Ggresd batwean Inter
egint counbles carly in (994,
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Yo A0, F50 Sparks Streel, Quawa, Ontario, Canada R1A 788
Talephone 18T A63-3321  Teistax: {(613) 583-7648

M. John Banigan Q\Y\ B

Assistamt De puty Ministe % December 23, 1994
C.D. Howe Hldg.

235 Queen S

Onttawa, Ont.
KI1A (115

Dear M1 Banigan:

1 have wiitten Minister Manley today with respect to our msierest in manufacturing onr
TH 495 tracked light armoured vehicle in Canada, and our interest in the Canadian
Army’s regquiremient for APC's as announced in the White Paper on Defence.

I attach a copy of that letter. if you huve any questions in this regard, please do not
hesitate 10 contact me.

Best wishes to you tor the holiday season and New Year,

Regards, o

o E .ot T_ S
A\ [ | prT oo

AN Homoss v f

Greg Allord ' & f

Sr. Vier President JAN A pey i

o, 8

4 ] i

bt o ]

MOiSADM . 2495

OTT/SDc reces
22215039

Gyl

LI

& Disclosure Se2 005 2ef 6 ABCR0283

AGCO0283 AGC00283 002



A102.:7242 . 20020304 : 2722215 - 0000040 : Front;

12-23-1994 13047 THYSSEH BHI 6135637648 1070415 P.@z

Wal

.
THYSSEN BHI

Suna 98 350 Sparks Strast, Ottawa, Ontano Cunada KiR 730
Telephone 5131 $03-2321  Telefax: (813) 563-7848

December 22, 1994

Hon Jubn Manley
Minister ob Industry
Rauom 408, West Block
House of Commuans
Ottawa, Ontaric

KA 0AR

Duar Minister,

Further to my hotter of Deeember 14, 1994, you will recall vur mesting one year ago when
ADM loha Banigan and your policy ussistant, Diana Durntord altowed us the opporiunity
to proserm an imroduction o the Thyssen Group of companies and an overview of the
Thywen BHI (the Company) proposal for an export based manufacturing facility in
Canmdan

The invad product 1or our proposed Cansdian facility is the Thyssen THA495 tight
armoured veliicle which s been designed to mect an intcrnational market which we
cstimate 10 be in excess of 35,000 units.  On this overall market we have done a detailed
analysis pregecting market share for TI4YS of approximatcly 20%, which will lead to
Cunadian exports approaching $10 Billion over the nest 15 o 20 years.

At the time of that mecting we had already been in discussion with your officials for «
few months, and on December 14, 1993 submitted our deriled export market analysis tor
the TI3495. Industry Canada, leading a geovernment committee which included
representatives from National Defenee and Foreign Affairs and International Trade then
carried out an independent analysis of the Export market Jeseribed for THA9S,

Thore was extensive gonsultation botwesn the Company und the government commitice
over the next several months leading to the point when [ndustry Canada began in July
1994 1o confirm their conclusions verbally in formal mecungs with our company. You
will o Jdoubt have received  information from your officials deseribing the progress which
they have made n their independent analysis of this market.  Their formal discussions
with the company are summarized as follows.

With respect to the market tor the tracked TIH49S, the Company and Government agrev
thay the market van be examined in four segmems: &) Specifie NATO Nation Projects.

it} Non speaific NATO demand. ni) Specific non NATO Nation Projects and

) awdditional avn NATO Demand. On the finst three ot these segments there i8 gencral
sgreement that a gross market of betweon 17000 units (Gov't estimate) and 19,000 units
{Thysseh estimate} exists. The foreeast of TH49S macket vhare was estimated in a rar e
from Y% (Gaw't estimate) to 25% (Thyssen estimate). OTT/sDC/CcCs

22215049 .
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With this impotiant agreement on the vize of the basic market , and agreement that
TH495 can be expected to win o share of that market, it is reasonable to expect that
the mes{ probable marker share will be in the range between 9% and 25%.

The fourth market segment dealing with additional aon-NATO markets accessible within
Canadian export policy 15 cstimated by the Company al approximately 18,000 units from
which iy forecast 2 market share of 209, Timing of this market segment is generally later
with 1ts peak being resched between 200K - 2014,

Industiry Canadi officials have indicawd they are now finished with their review of this

fourth market cegiment and are cxpeetcd to provide i written acknowledgement of their
views ot this, as well as the cardier agreed segments. We look forward to receiving this
repurt in the very near future,

The effors of the Company and the Government cominittes over the past months have
establishad the very reasonable outlook that THA49S will hring a significant net increasc 10
Canada’s exports At the owrset of the Government macket anatysis considerable effort
wis il i diseussions with the Company o establish that TH49S is competitive only in
cxport imarkets where tracked vehicles aee speciffenlly desmanded. This was an importani
product differentiation  to establish in order to ensure that the export markets targeted by
THA9S would aot averlap with thase aaturally punsucd by the Canadian branch of
Gueacral Maotors, O Diesed Division (GMDD), operating at London Ontario, where it
manutacturcs only wheeled vehicles,

o addivon 1o the net Canadian value added by our new production facility, there will
alser be the additional benefit to Canada through the Canadian suppliers of parts and
curnponente which would naturally include companies like Computing Devices,
DeimactvDevtek, Dichl. GMDD. Industrinl Rubbee, Invar, Miltech, 1o name a few,

The current disenssions with Government word initiacd on the mutual assumption that
there may have been no near term Canadian requiremcent for armourcd personnel carrivry
(AP{s) and the Government wished @0 consider the menis of our proposal only on the
basis of exports  Aceordingly, with the export potential for THA9S confirmed by the
Government’s  independent analysis, Trdustry Canada wonld have considered the
cligimlity of the project to receive timanvial contributions through the Defence Industry
Productivity Program (DIPPY combined with possible regional incentives. These
programs could provide incentive for csiablishing the world product mandaite for TH4YS
in Canada, in the absence of a domestic market share

Towards the latter stages of the disanstons, we were mieke awaze that in light of
budgetary constraints the Goverament had littde capacity t provide significant incentives
fon the TH4YS project  Furthermore, in the interim the Company had progressed
independently 1o complete the first swo protostypes, finding a positive market reception,
witl 1w APC version being delivercd st month to Malaysia for customer trials.

O017/s0C /CcCS
22215041 .
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Meanwhile the Canadian Defence requirvement for new APCs was confirmed in the White
Paper on Defence, and we are confident that TH4Y5 can tully mect the requirements
and dubvery sebtedale commencing in 1997,

Assuming the Government will invite proposals from industry for the supply of APCs and
include in that call for proposals a reguest tor industrial be ncfies, we would like to amend

our criginal convept for establishing the manutacture of TH495 in Canada,

We would propose o inchide the commitment to build TH49S in Canada for the
domestic and export market among the industrial benefits to Canada if selected as the
contractor o supply Canada’s Land Forees with new APC's .

Theretore, given the expressed desive of the Government oy create jobs and particularly
cxport hased jubs, and your officials’ positive assessment of export market prospects for
THAYS, we are wiiting to ask tor your support for our reyucst for the opportunity to be
included in the sclection process for new APC's for the Canadian Army.

Please call me at your convenience should you have anv questions or concerns regasding
Our proposal, '

In losing T evicnd best wishes 1o you Ton the holiday scason .
Sincurely,

PSR
a,»ﬁ\,.k,\.;\\d\w

Crreg Alfind,
Sr. Vive President

o Huon Andre Ouellet
Hon David Collencue

OT7T/SDC/CCS
22215042 -
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Mr. Greg Alford
Sr. Vice President

Thyssen BHI

Snite Y08, 350 Sparks Street
Ortawa, Ontero

KIR 758

Dicar Mr, Alford:

Thank you for your tetters dated Decembar 14, 1004 and December
23, 199, regarding your inferest in munufiiciuring the Thyssen 495 fracked
light armoured vehicle in Canada and your inferest in the requirement for
Armicired Persomne] Cavriers (APCH) by the Department of National Defence
{DND) as announced in the Defence White Paper,

Rogardiigg your fuost recent proposal foousing on the inwrnational
market for light tracked armoured vehiclos, submitted to the government in
September 1993, | nnderstand that you will bz advised shortly of the results
of a review of your market study by an intordepartmiental group comprised of
officisls from Industcy Canada, the Department of National Defence, Forcign
Affairs and Interpational Trads,

With respect to the recommendations of the Speciel Joint
Purliamentary Committes on Defimcs Policy pertaining to the requiremcont for
APCa, followed by the White Faper on Delence which conlitmed DND's
intontion to scquire such vohicles, T have boen pdvised thul DND hay
completed initinf studics concerning the oporativosl requiraments for APCs
including & survoy and pnalysis of the capabilites of a number of tracked and
wheeled vehicles. 1 understand that the TH 495 was v of the vehides
conzsidered in the sarvey.

w8
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T would expect that DND's approach te this procurcment will
ixddress the need to stringently contral the coxis and techmical risks asmocinied
with if and wherever possible, the selection process will Likely favour
equipment which has alrendy been wehnically proven. T expedt that the
government will soon decide ite stratepy for the DND provurement of APCa

Thank you for apprising me of your intercsts in the equipmaont
requirements of the govensnent and for the contributions which Thysscn has
already madc to the Canadisn econortiy. T wondd like to wish you continued
suecess {n vour future endeuvours,

Yours very tuly,

John Manley

et ‘The Homourable David Collenatie, P.C., MLE,
The Honourable André Quellet, P.C., M.P.
‘The Hooourable Paul Martin, P.C., M.F.

2 88
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RCMP/GRC A" DIVISION A
Commercial Crime
Délits commerciaux
Project/projet A102
File/dossier: 95A517
EXHIBIT INFORMATION

Date Seized: 2001-06-27

Seized By: $/Sgt. ALEXANDER

Exhibit No.: 95-27

Item No.; 222

Sub Location No.: /4

Location: Industry Canada, 236 Queen St., Ottawa

COMMENTS: These documents were handed over to us by Kurt THEORET of Industry
Canada. They are original files and were held by him since we first indicated an interest
in them. He had previously turned over photocopies of these files to us. Upon his
retirement, be handed over these files to us.

These documents are from a filc labelled:  5063-B15 Vol 05
Section 06
Companies, Corporations, Firms
Bear Hend Industries Lid.
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- THYSSEN 8HI

Taree OGN IAG Sy Sueat, Otiswe. Ontadio. Carady K1F 758
Peloptewee . (62 S 8:3321  Talsfan (8435 3847040
January 19, 1995

Ms. Diana Duinford

Special Assistant, Poliey

industry Canade

235 Quecn St

Ottawa, Qnt.

KIA OL15

Dcai Ms. Durntord,

Thank yov for your continuing mlerest in onr proposal to establish new export focused
manufacturing in Canada. As per your reyuest during ous wiephone conversation
Wednesday, 1 sead this note via fax to owline my present congem.

It is now mote than a year since the Company provided to lndustry Canada, a derailed
expoll market projection which was than verilied by a committee of Government
Depariments Jed by Industry Canada, and using the Government's independent sources
of information.

By July 1994, officials shated the results of some of their hidings with the Company. At
that point it was evideat that both Company and Government did agree that ap export
market exists for tracked vehicles in the category of the T1495, Also apreed was the
view that TH493 could reasonably be expected 1o win a share of that markes.

My letter of December 22, 2994 10 Minister Manley summarizes the discussions on
market,

My concern is that although the Governmem market analysis is complete and officlals
have agreed iast fall that they would confirm sn writing to the Company the findings of
the Government’s market analysis, nothing has yet been received. The delay is explained
with reference 10 other issues which the CGoverament is concerned with,

The Compuny asks that acknowledgement of the Government market analysis be
refeased now and if “other issues” arise, they can be addressed separately.

We would be most grateful if you can assist in some way 1o remedy this situation.

Sincerely,
Greg Alford
Sr. Viee President 0TT/s0C/Cccs
22215019.
T BB-5 M TR BB i
< Disclosure Set 005 2013 AGC00328
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Briefing Request Tor Minister Manley e
Details
Phone call Letier (attach) Other (specify)

Name / — .
Organization | B j SSE!Q IE H‘ ,L,: / ﬁggg;.] Alboan  So Yict Besidar

Subject / Event TH M 8% Eﬂh).‘f , EgQEDiﬁi T0 gobalnl !

AosnT _€XPo R0 COCUSED MANRLEACTURIN (-
e IN _ CANA _

Date (Mte Nk
Location N/ iy
Requirements
Recommendation required Yes No | o Writtea Verbal

- . 1L . .

Sue MeCulloch. TRAWNK you '{
Departmental representative Yes No
Date required . ¢ Time Eﬁ D o - ol DAY .

¢.c. =€ by ™M oace o Signature of originator é'ltE {!!c Cor ¢ o+
o N :i' uTLER for Dara bumvanb
Spacand Presvghond -

oTT/SDC/CCS
27215020 .

_Raten ges P TAw. 20lay o
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RCMP/GRC "A" DIVISION A
Commercial Crime
Délits commerciaux

Project/projet A102
File/dossier: 95A517

EXHIBIT INFORMATION
Date Seized: 2001-06-27
Seized By: S/Sgt. ALEXANDER
Fixhibit No.: 95-27
Item No.: 222
Sub Location No.: / 5
Location: Industry Canada, 236 Queen St., Ottaws

COMMENTS: These documents were handed over to us by Kurt THEORET of Industry
Canada. They are original files and were held by him since we first indicated an interest
in them. He had previously turned over photocopies of these files to us. Upon his
retirement, he handed over these files fo us.

These documents are from a file labelled:  5063-B15 Vol 5
Section 06
Companies, Corporations, Firms
Bear Head Industries Lid.
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Minister of Foreign Aifairs %‘;‘:q«.a‘. Ministre des Aflaires étrangeres
Y

Ottaws, Canads K1A 052

e
o
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&
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ur.gsregihlford o
Sen cte-President L , ” ‘
Thyssen BHI o ) £
Suite 908 ST M1

350 Sparks Street

Ottawa, ontario

K1R 788 C , ,
e M

s
L Tadef 5
A i o R

Dear Mr. Alford: mmrtnrie

Thank you for your letter dated December 14,
1994, which I understand was alsc sent to my colleague,
The Honourable Roy MacLaren. In your letter, you
summarized the history of your company in Canada and
sought my support for a competitive bidding process for
the supply of Armoured Personnel Carriers (APCs) to the
Departiment of National Defence.

I am aware of Thyssen’s international
reputation as one of the world’s largest industrial
manufacturing companies, its holdings in Canada and the
company’e contributiong to Canada‘s economy. I am also
aware of your past proposals for the expansion of this
investment in Canada by establishing a manufacturing
facility for tracked Light Armoured Vehicles (LAVs).

Your proposal, submitted to the government in
September, 1993, focussed on the international market
for tracked armoured vehicles in general and potential
sales of the TH 495 in particular. I understand that
the resultsz of a review of your market study by an
interdepartmental group is virtually complete and that

you will be advised of the outcome shortly. OTT/S0DC/CCS
22215021 -
HRTATOn MBECTEUR ve /2
?ﬂmbntLEJ5ﬁq !
IAN 2T 1995 n -1 h ?7 -
e e s B e 3_(“‘[;/&3' 31
= Be-5 -3
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The recent White Paper on defence includes
the requirement to acquire new APCs. I have been
advised that DND has completed initial studies
concerning the operational reguirements for APCs,
including a survey of the capabilities of a number of
tracked and wheeled vehicles. The TH 495 was one of
the vehicles considered in the survey.

DND?’s approach to this procurement will
address the need to stringently control the costs and
technical risks associated with major acquisition
projects. Therefore, wherever possible, the selection
process will favour equipment which has already been
technically proven. I expect that the government will
soon decide its procurement strateqgy for APCs for the
Department of National Defence.

Thank you for your continuing interest in
competing for the requirements of the Canadian Forces
and I wish you success in your future endeavours.

Youre sincerely,

André Oueilet

cc: The Honourable Roy MacLaren, P.C., M.P.
The Honourakle David Cocllenette, P.C., M.P.
The Honourable John Manley, P.C., M.P.
The Honourable David Dingwall, P.C., M.F.

CTY/=S53C/CCS
222150272 .
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Desgagne, Annle: SMD

Fron: Durnford, Diana J,: OCS

'tl;o; Kra}nwaicg Digk; SMD

GGt Dgacon, Bruce L SMD; De ne, Annia: SMD; Banigan, Johe: MF)
Subjest: RE: Thyssen BHI / Talking Po e g

Date: Thursday, Janvery 28, 1935 9444584

Thanks. Was cut yesterday so will cal him today,

From: Kegjewshkl, DHek: SMD

To: Duraford, Diana J,@ OCS

Ca: Deagoen, Bruce L.: SMD; Dasgagne, Annde: SMD; Krajewshd, Diok: SMD; Banigan, John: MP
Subjeci: Thyssen BHI [ Talking Pointe .

Date: Tussday, Jenuary 24, 1985 B:06PM

You asked for p set of tatking points for voin upaemming telcnn with Grag Afford on thres issues raiged in
Atfard's katters to the Ministar and lately 1o you.

1. Thyssen's intenssts in campeting tor the ferthaomming DND procuoremant of APCe:
You: eould inform him that the procurement strategy with raspact ta the requirement for APC’s ag
ldentifiad in the rocant defence white paper is under devetopment ,  Thyssen's nterests in the
procurarent are onderstotd within the governimant,

{Please avoid Bry suggestion that this praturement will be bazed on a competitive prooies),

2. Esiablishment of » facility in Canade [possibdy Qusbec):

The mm‘paw‘a paerspectives ofn this [ssus ars understood,  This issue ks under sctive discussion within the
govarnment and no degigicn haz heen taken.

3. Acoess fo the interdepartmantal markst survey for tracked Yabt srmoured vebicios:

This issee iz being considered v the comext of the broader discuasions mentioned above. Therefore there
18 refuctanice 16 release ang part of the pletws UntH interdepartiental agreement has been achisved.

We ragrot snd understand the frustration which the company fesls aidd we expact to be | posilion to
rejoari the survey rasiits shortly,

{Plaase avold amy commitment to relosse any market data until tha Minister has hed a chance 10 review
the complste procurement stretegy for the APC LJ

Plaage oall if you heave any gueries.

COTT/SOC /605
Page 1 12215025 .
B-15-93 ‘
I ey ey o B T —
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10 February 1995

CONSIDERATIONS FOR THYSSEN TH495 PROPOSAL

Background:

Further to letters of December 2 and December 14, 1994 to the Hon. David Collenette, Minister
of National Defence, from Thyssen BHI, the Company continues to have a keen interest to
participate in the supply of APCs to the Canadian Army. :

- The following proposal argues for the fair consideration of the Thyssen BHI proposal as at least
being part of the APC solution. Not only does the Thyssen offer meet the technical
requirements of the Army, it also offers valuable industrial benefits to Canada in association both
with the domestic and the international markets.

Thyssen has followed the Army requirement for APCs as it developed over the past several years
and has observed basic elements which are important considerations in making a procurement

decision. ' " :
' i

Canadian Armoured Vehicle Fleet and Recent Purchases;

The Army operates a mixed fleet of light armoured vehicles, some tracked, some wheeled. Each
type of vehicle has its merits and can be deployed where it is best suited. Due to the advanced
age of the Canadian APC fleet, many of the vehicles are older than their drivers, and their
capabilities, especially for protection and mobility are severely lacking.

The tracked M113 vehicle presently suffers severe short-comings in its armour protection,
Although it has superior cross country mobility potential due to its fracks, it now has a power
shortage caused by a small engine and a heavy load increased by the weight of supplemental
armour, making it strain to climb hills. Many M113 variants, such as TOW Under Armour
(TUA), or ADATS, are seriously underpowered, Though efforts have been made to upgrade
armour there are still very serious injuries caused by land mines.

The wheeled vehicles of the Canpadian Army include both 6 wheel and 8 wheel light armoured
vehicles built in Canada under license from Mowag of Switzerland, by the Diesel Division of -
General Motors operating in London, Ontario. The 8 wheel version, known as the Bison has
delivered good service when applied to appropriate situations, The Bison armour protection
originally was only equivalent to M113 but has since been improved with supplemental armour,
The Bison wheeled vehicle does not have as pood off-road mobility as a tracked vehicle, but the
tracked vehicles in the fleet can be deployed where off-road or soft ground movement is
required, Such is the case today in Croatia and Bosnia.
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Thyssen Approach:

Thyssen, as a builder of both wheeled and tracked APC’s appreciates the Canadian Army mix of
wheeled and tracked vehicles because it exists for good and essential technical reasons. In that
regard, Thyssen would also expect GM to continue to play a central role in supplying wheeled
vehicles as and when required, and has therefore directed its efforts toward supplying tracked
vehicles for the Canadian Army. It is quite reasonable that the Government will only support the
establishment of additional armoured vehicle production capability in Canada if it is clearly
complementary to that which already exists at GM. With that in mind, Thyssen is confident that
the proposal based on the tracked TH495 will, on fair evaluation, gain the Government’s full
support .

This leads one to ask whether it is the intention of the Army to buy new tracked or new wheeled
vehicles. Thyssen observes that in 1989 the Army acquired 200 Bison 8 wheeled vehicles, and
then anadditional 200+ LAV Recce 8 wheeled vehicles were ordered in 1992 with delivery now
pending. This means that there will soon be over 400 new wheeled vehicles in the APC fleet and
it would therefore seem logical to shift priority toward the acquisition of modern tracked vehicles
so as to update that portion of the fleet, thereby providing the protection, mobility, vehicle
growth potential and overall operational versatility, particularly important in peacekeeping
missions.

Tracks vs Wheels in Peacekeeping

A recent press article, discussing NATO condingency plans for withdrawing UNPROFOR from

Bosnia in the face of armed interference, points out the particular difficulties which would be

faced by those elements which are roadbound and unable to avoid defiles, or by-pass road blocks,

demolitions, etc. sited to impede their withdrawal, Unless adequate cross country mobility was

available, especially under winter conditions, it was concluded that the operation might be too

hazardous to attempt, as troops would require extraction by air and their wheeled equipment
~would have to be abandoned.

In his presentation to an international audience in London on 4 November 1994, on the subject
of "Light Armour in UN Humanitarian and Peacekeeping Operations" BGen Hayes {Chief of
Staff UNPROFOR April to October 1993) stated in part: "a wheeled vehicle will have far less
off-route mobility than a tracked one, and it will also be less agile on the many poor routes that
criss-cross the country. For this reason, I would support tracked over wheeled vehicles every
time" and elsewhere "the other disadvantage of a wheeled vehicle is that your tires can be shot
out and the vehicle disabled as a resulf. In Mostar in July 93, the Spanish lost 70 tires in 2 days
when their movement into the city was not welcomed,"

The attached article from Vanguard Magazine deals with this issue of APC requirements in some
careful detail. The opinions offered are based on comments by the Canadian Forces
peacekeepers on assignment in Croatia and Bosnia. Please note the section of the article
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subtitled "Hard Skinned Vehicles" pages 24 - 26 which ends with the statement: "the army needs
a well-armoured, fast tracked vehicle with reasonable fire support - even for peacekeeping”.

Canada / Thyssen Partnership

Thyssen has concentrated major effort on the development of a new generation tracked APC
Inown as the TH495, targeted as a replacement to the old M113 which in its prime during the
1960’s and 70’s achieved the status of the largest unit production of any tracked APC in the
world, selling more than 80,000 units. It is the M113 replacement market at which the TH495 is
targeted in Canada and infernationally.

In supplying that market Thyssen, if sclected for all, or part, of the Canadian APC project will
place the world product mandate for TH495 at a Canadian production facility. Aside from the
obvious Canadian industrial benefit associated with the Canadian Army order, Thyssen projects
a world market over the next 15 years approaching $10 Billion in Canadian value added.

Is M113 Upgrade Cost Effective ?

The critics of the Thyssen TH 495 option, when comparing it to an upgrade of the old M113 will
say it is more costly, but that is not necessarily the case since there is a significant cost of
upgrading the M113 which can approach that of a new vehicle. Also to be considered are the
limitations in armour protection and serviee life expectancy associated with rebuilding a chassis
which is already 30+ years old and the virtual absence of growth potential in the final vehicle.

Technical equipment arguments aside, there is only lmited industrial benefit associated with the
domestic market for M113 upgrades and no meaningful export potential.

Thyssen Proposal, a Net Gain to Canada

In comparing the Thyssen offer to GM's capability, the question immediately comes to mind that
perhaps GM can build tracked vehicles too. Technically, GM could probably build tracks but
that would represent a totally new product and business for them. First, they would need
another plant since their existing wheeled facility is understood to have full order books past the
year 2000. Then GM would need to acquire a license for a suitable design which is price
competitive, off-the-shelf and complying with all the technical requirements. One must then ask
what international market rights would be available for such a technology, assuming the original
designer intended to serve the world market? The potential for GM to also become a tracked
vehicle builder is likely to be difficult at best, and has less export potential than is offered by
Thyssen. Moreover, Thyssen will source major components and subsystems from GM as well as
from other Canadian producers.
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Conclusion

'The Thyssen offer addresses the technical equipment requirement of the Army with protection ,
all terrain mobility and growth potential in a new generation tracked APC which is "off-the-shelf"
equipment that will protect and serve CF troops in every aspect of their peacekecping role.
Furthermore, it offers extremely high industrial benefits to Canada through its export potential.
It will provide jobs and exports and will do so at no loss to GM’s already established export
activity for wheeled armoured vehicles. The tracked TH495 APC, built in Canada will be a net
gain to Canada’s international defence capabilities and exports in defence products.
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Suite 34, 384 Spicks Syroat, Gtaws, Dntaos, Canndae K1F 750
Tolephone: (613} 563-332¢  Telras: (513} S6L- TR

7 February 10, 1995
Randy McCauley
Sr. Palicy Adwvisor to
Minister of Mational Defence
Mational Defence Headquariers
MGen G.R. Pearkes Bldg,
101 Cal By Drive :
Ottawa, Ont. ey N
KiA OK2 T

‘Hyg’n 14 fend

F s

v, GSO07ALD

e
Lreyi.s

Sperd Iy s

T oy
Dear Mr, MeCauley: C .. ) '
Thank you for providing me the opportunity to meet you and discuss the interest of our
company i supplying the Canadian Forces new Armoured Personpel Carriers (APCs) in
response 10 the requirement named in the White Paper on Defence.

Crar discussions touched on a variety of subjects, so I thought it might be helpful, if 1
elabiorate on the key-points in writing.

THYSSEN TH 495

Thyssen Henschel of Kassel, Germany is an established manufacturer of Armoured
Personne] Carders {APC) with recognized capabilities in both wheeled and tracked
systems. These vehicles are in service with NATO and other armies world-wide.

For the Canadinn APC requirement, we plan to offer our versatile multi-mission TH 493
tracked vehicle. As a Company funded development, the TH 495 was designed to meet
the need for a new generation APC in the 1990° and beyond. TH 495 has outstanding
protection charactenstics, excellent overall mobility and high growth potentdal. We
understand from the Canadian Army that TH 495 fully meets the operational
requirements of the APC project.

.l Bclsure ot G158 ' tof 4 ARG 0O0080
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OFF THE SHELF

The TH 495 exists in 2 fully developed prolotypes which have been constructed using
moders but proven components. The design objective sought to minimize technology risk
while optimizing protection, performance and growdh potential, (The full capability of
Comyputer Aided Design (CAD) was applied in the design process.) :

The TH 495 meets the Department’s defivition of "Off the Shelf', or the more specific
definition "Non Developmental Item® {(NDI), as defined by LGen Fischer in his recent
presentation to the Canadian Defence Preparedness Association.

INDUSTRIAL BENEFITS

When the TH 495 is selected for the Canadian Forces APC requirement, Thyssen will
transfer the international product mandate for TH 495 to Canada.

A very significanl intermational market for the TH 495 has been identified by the
Company, and verified through independent analysis by a Canadian Governmant
comuittee led by Industry Canada with participation from National Defence and
International Trade officials.

The TH 495, as a tracked vehicle is not in direet competition with the lighter wheeled
vehicles of GM Diesel Division (GMDD). In direet comparison, wheeled vehicles, such
as those manufactured by GM Diesel, have their own market niches. For teclinical
reasons wheeled vehicles capnot offer as high armour protection, all terrain mobility,
load carrying capacity or growth potential, and therefore tend to qualify only to markets
with lesser mission requiremente than can be met by TH 495. This distinction was also
confirmed by the above mentioned Government market analysis, which is currently in the
hands of officials at Industry Canada,

The Thyssen TH 495 is a distinet product that offers technical capabilities to specific
export markets, one of which is a worldwide deniand for new tracked APC vehicles, This
will provide a net gain 1o the Canadian Defence Industrial Base for both domestic and
export miarkats,

In addition to esiablishing a new production facility in Canada, Thyssén would intend 1o
contract significant work @ Canadian Industry, e, Computing Dévices (CDC),
Dreimaco/Deviek, Diehl, GMDD, Industeial Rubber, Invar, Miltecly, 1o name a fow,

The TH 495 proposal is therefore a good program for Canada’s Anned Forres, for
Canadian inthustry and for Canadian exports.

o o SRUOTEE T e — ELOOR

AGCO0950 AGCO0S50_0a2
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INTERNATIONAL PROGRAMS

NOM-NATO The APC prototype of TH 495 is presently engaged in lesting with
e Armed Forces of Malaysia. Among other characteristics, these
tests have proven all terrain mobitity, C 130 airportability, efficient
logistic systems, and all round armour protection against bath direct
firc and land mines, et

NATO TH 495 is presently the focus of discussions between UK and
German Armed Forces. Both Armies have interest in the TH 495 as
~ a common platform for a variety of light anmour missions, including
- APGs. Canada conld also participate in this joint project,

WHEELS VS, TRACKS

There is a long running debate on the merits of wheéeled vehicles versus tracked vehicles
and in some markets that debate lends to be greatly influenced by commercial interests
at the expense of the pure technical needs of the Ariny. As mentioned before, Thyssen
bieilds both wheeled and tracked designs and therefore observes the likely operational
requirements of the user before offering a single solution.

Far some time, we have heard the Canadian forces describe the age of their overall APC
flect which is mixed tracks and wheels. We observe the most recent acquisitions have
becn of 200 wheeled 8x8 Bisons ordered in 1989 and now in service, and an additional
200 + 8x8 GM LAV Recee vehicles ordered in 1992 and due for delivery soon. The
tracked M 113 poriion of the APC fleet is the most aged apd in the most desperate need
of replacement.

In regard to the Canadian Army's specific eguipment requirement, I thought it would be
helpful to pass on the altached article from Vanguard Magazine which deals with this
issue in some careful detail, based on recent visits ko Catiadian Forces peacekeepers on
assignment in Croatia and Bosnia, The opinions offered are based on comments by the
troops themselves, | draw your atiention to the section of the apicle subtitied “Hard
Skioned Vehicles” pages 24 - 26 which ends with the statement: “the army needs a well-
armoured, fast tracked velicle with reasonable fire support - even for peacckeeping”.

An additional important reférence on this subject is Brig.Gen Hayes {Chiel of Staff
UNPROFOR Agpril - Oct, 93) who, in his  presentation (o an internationsl audience in
London on 4 November 1994, on the sabject of "Light Armour in UN Humanitaring and
Peacekeeping Operations" stated in park "a wheeled vehicle will have far less off-route
mobility than a tracked one, and it will also be less agile on the many poor routes that
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criss-cross the country. For this reason, 1 would support tracked over wheeled velicles
every time", and elsewhere "the other disadvantage of a wheeled vehicie is that your tires
can be shot out and the vehicle disabled as 2 result, 1n Mostar in July 93, the Spanish
lost 70 tires in 2 days when their movement inlo the city was not welcomed.”

PRICE ' i

For planning purposes, [ would like to draw your atteition 1o a budgetary price
submitted 14 July 1994 to DND Directoiate of Land Requirement {DLR3). At that time,
we offered a budgetary price of 1.5 M DM FOB Kassel or converted by today's exchange
rate, just under Cau 31.4 M, In the absence of a formal Statcment of Requirement
{SOR) or Request for Proposal (RFP} you will appreciate that it is not possible to ‘,
provide a specific price quotation, We are certain that when responding to a formal RFP,
where a clear SOR is established, Thyssen can offer a highly competitive price.

Since submission of our survey reply to DLR, we have had o success in scheduling the
appropriate follow-on discussions. The reason given by DND officials for deferral was
the tentative status of the APC project pending promuigation of the Parliamentary
Defence Review and the subsequent White Paper, These delays have precluded full
physical demonstrations of vehicle performance, preliminary discussion of technical ILS
support, and other matters. Nor have any discussions taken place on possible technical
variations of the vehicle which would potentially reduce the budgetary unit acquisition
costs, ie. substitution of a North American power pack, that could bring a substantial cost
reduction, :

In clasing, we hope there will be an opportunity 1o have more formal exchange of
information between DMND and our Compary before any critical decisions on the APC
project are taken,

If you have guestions with respect to any area of our proposal or the technical vehicle
charaeteristics, please do nol hesitate 10 call. Again, many thanks for providing me with
the opportunity 1o meet with you and to open a dialogue on thiz important subject.

Sincerely,

-
o

cf;fq@i

Greg Alford
5r. Vice President

Attachment: Article of Vanguard Magazine, pp. J2-27
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j Sulle 808, 350 Sparks Strast
Ottawa, Onl., Canada

KiR 758

TELEPHONE (613} 563-3321 TELEFAX (613) 563-7648

THYSSEN BHI——

TELEFAX

TO: Karlheinz Schreiber, Kaufering FAX NO:
Mare Lalonde, Stikeman, EBiliott
Jamie Deacey, Agsociation House
Daniel Despins, Association House
Jack Vance, Tweed
FROM Greg Alford PAGES: 7
) Cincluding cover page)

DATE: © March 95

MESSAGE:

Please find attached reports of the rneetiﬁgs with
Minister Ouellet (28.02.95) and
Mr. Lagueux, ADM Supply, DND (27.02.95)
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REPORT OF MEETING

February 28, 1995

Minister of Foreign Affairs

Participants: Hon. André Ouellet, Minister of Forcign Affairs
Patrick Tobin, Policy Advisor

znd: Jirgen Massmann, Thyssen BHI
.Greg Alford, Thyssen BHI

Lt e
»

PR s A N ] FETELIF I P P i »
Wy W i i vl TRy TUAE o R

Meeting took place ai Minister Ouellet’s Parliament Hill office in Ottawa,

Crnginally scheduled for 30 minutes, the meeting lasted over 1 hour.

In advance of the meeting, Mr. Tobin explained that any initiative by the Defence
Department to push through a sole-source order to GM has been blocked by Minister
Cuellet at Cabinet level. Further, Minisier Ouellet’s mterest in the Thyssen proposal is

very high, hence the agreement to meet.

Minister Quellet made a warm welcome, indicated his familiarity with the Compasy's
prop sosal and after a few minutes of background dxscuss:on raised a numbex of puinis to

which Mr. Massmann replied.

Ti“i,e Minister:
1 Is the Company asking for financial assistance from Industry Canada?

JM.: No. At first this was the case based on the Government offer to give an R&D
contribution in the absence of any order from the DND, but now that the Army
requirement for Armoured Personnel Carriers (APCs) has been confirmed by the White
Paper on Defence, the Company has withdrawn the request for grants and offered to
bring the manufacture of TH 495 to Canada for export if TT 495 is selected for the

Canadian APC requirement.

The Mimster:
What about tracks vs. wheejs?

Laew

J.M.: Our understanding is that the Army has indicated they would accept either a
wheelad or a tracked solution, but their view of their best solution would be a new

Oucllet Meeting, February 28, 1995
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tracked vehicle.
TH 495 was designed to meet the requirements which the Canadian Army described over

the past years, first for the MRCV program, and subsequently for the MBEAV (NATO)
program. Thyssen did nof receive any official written notice of requirements, buf based
the understanding on numerous discussions of mission requirements and operational
issues which the Canadian Army discussed with the Company as the TH 495
development took place.

The Commander of the Army visited Thysscn Henschel in Germany during 1993, when
fie test drove the TH 495 and he acknowledged our vehicle met all his expectations for a
_new APC, as it had been defined in the Army studies on vehicle requirements.

The Minister:
3. There Is some concern that your vehicle 1s only a prototype and could not be

produced ig time to meet the Army requirement for 19977

J.M.. TH 485 has been built as a prototype in 1992, and was then subjected to
exiensive company trals from which design modification were made. Naturally, as a first
vehicle there were some changes necessary and these were identified over several
thousand kilometres of Company tests.

The next vehicle, completed in mid 1993, incorporated all necessary changes and was
produced as a pre-series production vehicle. That vehicle has undergone further company
tests to prove the design and has just completed intensive performance trials with the
Malaysian Armed Forces. At the end of these Malaysian trails which included over 2,000
km of intensive wvse, the Malaysians reported that the vehicle was completely successful,
having no system or component failure, and proved to be the most effective system they
have found in their APC search.

As for when could TH 495 be produced, we arc only limited by long lead items such as
engines which must be ordered in advance. For planning purpose, if an order were
received today, the Srst production would take place between a minimum of 12 months

and a majgmum of 18 months.

The comparison of TH 495 is to GM’s LAV, but as we understand GM is offering a
significantly upgraded version of their original vehicle and that vehicle is not now

produced in i.ondon and itself is only a prototype.
To suggest GM can deliver quickly is hard to believe, since they have received the most

recent Canadian order for 200 GM LAV reconnaissance vehicles since 1992, and are
understood only to commence that delivery in 96/97, completing in 1999, therefore it is

hard 10 see how they might deliver APCs in 1997,

Minister:

Queller Meoting, February 28, 1995
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4. Export Market?

J.M.: We have submitied a detarled export analysis to the Government Committee led
by Industry Canada with participation from Foreign Affairs and Trade and Defence.
This Committee has carried out an independent analysis of that market with support
from the military attachés around the world. They have agreed that the market for TH
495 does exist, and as a minimum a market of 2,000 units would be won for TH 495 with
o knows first market. With a first market secure, then the increase to the market share
could be very significant. If the first markct is Canada, then TH 495 export market could

be as high as 4,000 units.

Minjster:
5. What Canadian Partners can you work with?

J.M.: Computing Devices Canada {CDC) are already suppliers for electronic sysiems,
and we are prepared to expanrd our business with them.

GM  We are prepared to work with GM and as an example, if the Government were o
indicate a preference for the Delco turret, this would be an area for co-operation with
GM siace Deico is their sister company and they already do work on that turret.

Qerlikon ~ We have already done engincering tests with Oerlikon to confirm the
ability of their ADATS system fo work with TH 495. Also we have received a recent
contact opening discussions for other areas of cooperation as relates fo the Canadian

APC and we are open to this,

The Minister:

8. Location?

J.M.: We have examined a number of areas where we could carry on our business . and

_confirmed potential exists for number of industrial regions in Canada.

GQuebec, and particularly Montreal, is certainly among the regions where we can operaie
sfficiently. We seck an establjshed industrial area, skiljed workforce, good
communications and transport links, and available site and plant facilities which can be
acquired from a comipetitive real estate market.

We have made no commitment to specific sites, as we want to keep flexibility in order

to respond to Government priority.

The Minisier:
7. Da you have friends in DND?

ILM.. We would have more friends in DND, if our name was GM. _
We believe our support in DND exists in the Amy, if they are asked whether TH 495 is
a good vehicle to meet their APC requirement. If that question is posed and they are

oo Queller Meeting, IFebruary 28, 1995
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a good vehicle to meet their APC requircment. If that question is posed and they are
free to answer without any DND Headquarters influences saying "buying exclusively from
GM is Government policy", then the answer will be, TH 495 meets all the requirements
of the APC requirement. It is a highly protected, highly mobile vehicle with growth

potential to make it the best solution for the Army.

Closing Comments by Mr. Massmann:

The APC requirement is for some 600 vehicles starting in 1997. Thyssen can meet that
date with TH 495 built in Canada. Furthermore, if it is the need of the Govemment to
split that quantity to 300 units to Thyssen and 300 units to GM that still will be enough
for the start-up of TH 495 in Canada, with a worid product mandate for Canadian

production for the large export market. The jobs created by the Thyssen project will be
high value permanent jobs both for skified workers and for engineers. .

Lastly, comments about "Cadillac or Mercedes" solutions are not rceurate for a military
vehicle like TH 495. [t is simply a modern vehicle designed to operate efficiently over a
fong life (30-40 years), delivering a high level of protection and defensive capability to
multi-purpose Army such as Canada. As a modern tracked vehicle, it is lower in cost to a
wheeled vehicle that would offer the same mission capabilities. '

After the formal meeting

Mr. Tobin indicated that Oerlikon has asked for Min. Ouellets support and Gerlikon has
been encouraged to find cooperation with Thyssen.

Also mentioned was GM’s recent approach o Ouellet which apparently is unatiractive
politically, due to its lack of Quebec content. - :

Ouellet Mecting, Februagy 28, 1995
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MEETING REPORT

——— e

DATE: 27.02.1995

ATTENDING: DND - Pierre Lagueux
Asst. Deputy Minister, Supply

THYSSEN - J. Massmann
.G, Alford

The mecting tock placé at Mr. Lagueux's office, DND Headquarters.

Duration of the mecting was approx. one hour.

Jirgen Massmann (J.M.) thanked Mr. Lagueux for the meeting and opened discussion
on the pending Federal Budget asking Mr. Lagueux (P.L.), if it is DND intention that

the APC project should be sole sourced instead of competed, explaining that all major
DND programs observed by Thyssen have been sole-sourced.

P.L.  No decision has yet been taken on the APC project. That it is still subject to final
izput from other departments and ultimaiely the Cabinet.

J.M. Is DND intemnally intending that the project should be wheeled only?
If it is the Government intent to procure wheels only, sole-source from GM - then please

tell us and we will accept this.

?.L. hach mdlvxdual project is subject to consideration for sole sourcing or

competition, but the APC procurement strategy is not yet decided. As for wheels, the
Army has indicated preference for wi‘eeled APCs based on the success of wheels in the

current assignment to Bosnia.

JM. The Company has been informed that the Army preference was not for wheels
but in fact was open to a new generation of tracked vehicles capable of high protection
and mobility, combined with high growth potential in order to serve the Armmy over the

many years ahead.

The Army's willingness to accept wheels is understood to exist as a least preferred
alternative to no new vehicles at all.

As to the suggestion that wheels are cheaper, it is proven by recent studies that if a
wheeled vehicle and a tracked vehicle have identical mission capability - the tracked

vehicle will have lower procurement cost,

[ d

a\-;-c
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Further, to compare life cyc]e costs, it is also proven by these same studies thatf life cycle
costs to operate a new generation tracked vehicle will be lower than the costs to operate
zn old wheeled vebicle. In the Canadian context this would apply as the GM/Mowag
vehicle, which is a 15 year old design and therefore will not have any operating cost
advantage over a new generation tracked vehicle such as TH 495.

It is understood that in addition to acquiring an appropriate technical solution for the
Army, the Government is equally concerned that the APC should be built in Canada,
bringing direct industrial benefits in balance to the procurement investmesnt, as well as
for exports. There js a point of view which argues for limiting APC production in Canada
to a single producer - GM. However, GM cannot offer a tracked solution: for Canada
and for export. In contrast, the Thyssen proposal offers an uncompromising technical
solution for the Army, with industrial benefits from pmductlon for the domestic market

and for the export market.

In closing; J.M. recalled that in June Mr. Lagueux made arrangements for the Anny staff
© o visit the Thyssen exhibition at EuroSatory. Since that time, there has been only limnited
discussion with the requirement staff until a "freeze” on industry contact was fmposed

about Septembey.

Most recently, a technical update preseatation by Thyssen was accepted by the Project

- Management Office, but the restriction on officers to not discuss the APC program made
the presentation a one way discussion. However, the Company assumes that before going
.ahead in such a large project as is the APC Replacement, there is some berefit to be
gained by an exchange of views and open technical discussions that will alfow he
Company the opportunity to develop the best solution for the Canadian Forces.

J.M. asked Mr. Lague'ux to arrange for z meéting between the Company and DND

officials where such an exchange of information caii take place. Mr. Lagueux eventually
agreed that the Company could come back to him on that in 2 weeks (13 March).

e o
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Suite 08, 360 Sparks Strest
Oitawa, Ont., Canada

K1R 788
TELEPHONAE'(.E;S) 563-3321 | | TELEFAX (613) 563.7648
- —
TELEFAX
TO: Mare Lalonde FAXI;TO:
w FROM: Greg Alford PAGES: 4

tincluding cover page)

DATE: 17.3.95

MESSAGE:

Plaaaa find attached a note which I have preparsd to
sumnarize the themes of critizisma which we are picking
up in DND dontachs.

1 plan to ahare this information with Patrick Tobin.

Regards,
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the T‘hysscn Pmposal
Match 16, 1995

Thyssen is only hearing what they want (o in their meetings and not accepting the "obvious
messages’, fe.

i) "The APC will he sole-sourced to GM and that decision is final , except for a
Cabinet sign-off at Treasury Board".

Responsc:  Thyssen has asked DND specifically - will purchase be a sole-gourced order
to GM Diesel Division. The reply from the Assistant Deputy Minister
Supply is that the APC project is not yet decided and subject to lnter-
deparimental approval and then Cabinet approval.

Thyssen contacts at Cabinet level say emphatically - no decision has yet
been taken for the APC projeet, and therefore Thyssen's offars and interest

“are welcome and enconraged.
it} The Army prefers wheeled APCy.

Response: - Thyssen has been given no indication fromt the user that the Army has
' established a preference for wheels, in fact, when we last discussed with the
Army, their indication was a preference for a modern tracked vehicle which
should be evaluated in comparison to & whecled vehicle if o wheeled
vehicle exists that covld mect the anticipated mission fequiremernts,

ity GMIMD, as an esiublished armowrcd vehicle builder in Canade, must be the prime
contractor by Gevernment Policy.

Response:  As 10 the suggestion that C‘ MDD iy lhe exclusive supplier to Canadian
- APC reguitements, that has never been stated to Thyssen over the past 10
years. The Government has continually promoted our investment. in
Canada which bas always been bused op manufacture of APCs for both
domcestic and cxport markets.

vy Current Goversrmend Policy is (o deerease defence industry and defence exports; so
the Thyssen propesal is in contradiction of that,

Response:  If that is the specific policy of the current Government, then how can the
Ministries of Industry, Foreign Affairs and International Trade and
Defence not have dismissed the Thyssen proposal at its ouiset? In fact, the
Thyssen proposal bas been continvally encouraged as a ereator of jobs and
exports. The Thyssen TH 495, as a vehicle targeted 1o the needs of Armies
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engaged in peacekeeping is completely consistent with the Liberal "Red
Book" statements on Defence industry, Defence procurement and Foreign
Paticy.

v} Thyssen's TH 495 will compete with GM's vehicle in export markets, eg. Malaysia

Response:

The Til 495 s tracked, while the GM vehicle is wheeled, In most
international markets users make a clear definition of reguirement as
either tracked or wheeled; or at nininium, set techaical performance
requirements achievable by only one type. Bidders decide whether to invest
in pursuing each market based on an assessment of their equipment’s
capability to meet those requirements.

It the specific cxample of Malaysia, that customer has two clearly
identified requirements. The TH 495 is presently being eveluated for the
iracked requirement. There is also a wheeled requirement in Malaysia to
which the TH 495 is not being offered, while it is nnderstood the GM
LAV Mowag is being offered. The delineation tracked and wheeled export
markets is goite clear. :

wi) Thyssen has had plenty of opporiurity lo discuss requirements with "the user" (the
Army) and presens details on several occasion, DNIY hus all of the information it
needed Lo assesy TH 405,

Responsc:

True, Thyssen has spoken with the user on a aumber of occasions leading
up to the APC requircment.

However, since the brief visit (2 his) of Army requirements staif to the
static display of the T 495 during the EuroSatory exhibition, Tune 1994,
no substantial discossion with respect to the APC requirements has been
possible, There was the suggestion thai the Army Requitements Staff
would visit Burope to drive vehicles of inlerest and have more detailed
discussions during September. Unfortunately, when a visit to Burope
oceurred, it was limited only 1o the GM partner Mowag. As for discussions |
with the Requiremients staff in September, Thyssen was told there was a
"freeze” on industry contacts until "after the White Paper”,

Since the White Paper was released, responsibility for the APC project
shified to the Program Management Office for Light Armoured Vehicles
(PMO LLAV), On Feb. 16, 1995, officers of PMO LAV received a

_presentation from Thyssen, but were restricted from discussing the APC

requirement.

Thyssen's concern s that {here is an apparcnt restriction on discussions
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with interested bidders. It is common for a purchaser (0 outline their
requirements and then invite industiy to make respond with the equipnient

which they have available, in Thyssen's ease "off the shelf?, to fulfil that
requirement.

vii} The Thyssen vekicle is only a prownype, It is not in production,
Response:  'The 'TH 495 has finished ifs APC prototype work and hasg advanced io a
pre-serics production vehicle. If an order is signed by end of 1995, TH 495
can be in production in Canada in 12 to 18 month, thereby meeting the
1697 delivery requirement for the Canadian Forces.

TOTAL P.84
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To: Kartheinz Schreiber
Marc Lalonde

From: Greg Alford
Date: 27.03.95
Subject: Update on Thyssen Political Support

In a meeting today at Ottawa, Jamie Deacey and his coileague Daniel Deapins reported
the following information specific to our proposal and the support it has with Minister

- Cuellet:

Mr Deacey has an associate (who he did not wish to name) who has a 25 year
friendship of a "mentor to student nature”, with Minister Quellet. That associate had a

telephone discussion with Ouellet on the morning of 26 Match, the results of which he
relayed Mr Deacey in the afternoon. He asked: "What is the Minister's view of the
Thyssen proposal and would it be worthwhile (or the associate to get involved with
Thyssen?"

The reply of Min. Quellet was to cite all of the old arguments of Bob Fowler against
Thyssen ie. the Army only want wheels, etc. '

Important. to note is that all of thosc arguments were discussed and responded to in
detail during the Company's meceting with Min Quellet on 28.02.95,

Min Quellet is understood to have further advised that "the Thyssen proposal is not
going anywhete, don’t waste time on this. There may be pressure for some kind of a
competition on this requirement instead of a sole source to GM but this will probably

only serve to put pressare on the GM offer. "

Comment:
Why did Min Ouellet show such interest in our offer during the meeting 28.02,95?

One possibility is that by supporting the Thyssen offer Min Ouellet creates a leverage
over GM to press them into accepting Oerlikon Aerospace as their partner to do the
turret integration on the Delco turret. If GM were to commit to Oerlikon for that work

that would represent a large Quebec sharc on the APC.

TOTAL P.81
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MEMO

TO: Jiirgen Massmann
Kariheinz Schreiber
Marc Lalonde

FROM:; Greg:Alford " TEL: 613-563-3321
- FAX: 613-563-7648

DATE: March 29, 1995
SPBJECT: Release of Market Study

PAGES: I

1 have received a telephone call today from Diana Durnford, policy Advisor to the
Minister of Industry. ‘

She wanted to let me know that Minister Manley has recently reviewed our request for
release of the market survey, and he has decided to recommend to his colleagues that it
now be released to the Company. The process, by which they have decided to release
this information, will now require that the Industry Department gain agreement from the
Departments of Forcign Affairs, International ‘I'rade and most importantly, Minister of
National Defcnce” who now has lead on the issue since the APC program was

announced".

ucstioned the appropriatencss that the Industry Department give up leadership on the
re ease of the market study to the Defence Minister, when it is clearly a study on
industry issue and was concluded well before the Defence White Paper announcement
of the APC project. However, Ms. Durnford replied that she appreciated my opmzon but
that they are proceeding as she had described.

Ms. Durnford also said, it will be another 2 wecks before they conclude their contac
with the other depamnents and only then will she be able to tell us when we will get our

letter. Mr. Banigan, the Assistant Deputy Minister for Manufacturing is the senior
Industry burcaucrat directed fo carry ount the contacts to the other departments.

BHI Action
1. I have put a call to Mr, Banigan’s office to inquire about this process.

2. I have placed calls to Mr. Tobin at Minister Ouellet’s office and Mr. McCauley at
Minister Collenette’s office to discuss this.

“*"'\“l\/&\ e

TOTAL P.81
PAGE . @31
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Mr. Jusgen Massmann

President

Thyssen BHI - e e

Member of the Execuuve Board - : Swe -
Suite 908, 350 Sparks Strest .

Ottawa, Ontario \ ,

KiR 788 o

Dear Mr. Massmann:

Please find attached the "Tracked LAV Market Forecast
Summary” tables and graphs which compare your forecasts with, those of the
government. The results are based on information gathered in the first quarter

of 1994 and assumptions made at thar timte. You will appreciate thar markets
are dynamic and consequently marker forecasts have a limited time span.

If you wish to discuss this further, I would be pleased to meet at
your convenience.

W J.-Laycock
Director General
Aerospace & Defence Braach

Anachment

Q. Greg Alford

Canadi
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REFLECTING CURRENT CANADIAN EXPORT POLICY ————

JORDAN M3 AV/A2 . 4300
MOROCCO - . M113 A1 499
TUNISIA M113 A1 437
AUSTRALIA M113 A1 773
SOUTH KOREA M113 810
NEW ZEALAND M113 R

PAKISTAN M113 A1 . 894 -
PHILLIPINES  M113 A1 100
ARGENTINA M113 A1 248
BOLIVIA M113/ At 44
BRAZIL M113 . 814
CHILE M113 A1 61
COLUMBIA M113 A1 , 80
UADOR M113 21
~U M112 A1 157
3UAY M113 18
PT M113 A1/ AZ " 1496
TOTAL 7328

NOTE:

- LIST INDICATES UNSPEC. NON-NATO GOUNTRIES , TO WHICH CANADIAN EXPORTS ARE
CURRENLTY PERMITTED, THAT PRESENTLY HAVE M113 TYPE VEHICLES.
LIST PROVIDED BY THYSSEN BHI OCT. 24 1994,

- AUSTRALIA AND PAKISTAN ARE CURRENTLY UPGRADING THEIR M113 FLEETS
- AUSTRALIA RECENTLY PURCHASED 87 WHEELED VEHICLES FROM DDGM

- NOT INCLUDED ARE: INDIA, WHICH IS DEVELOPING ITS OWN VEHICLE - ARJUN INDIAN MBT
AND PAKISTAN, WHICH IS CURRENLTY UPGRADING IT'& M113 FLEET.
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TRACKED LAV MARKET FORECAST SUMMARY*

\ ) REFLECTING GURRENT CANADIAN EXPORT CONTROLS

Bt FOREGAST A 'GOVT FORECAST GOVT AS % OF BHL
1985.2015 1998-2020
OVER 20 YEARS QVER 26 YEARS
Eﬁ PROSS UNIT SALES *LOF TOT : GROSS UMITAALES X%OF TOT GROSS LT SALES
1. SREC. NATC . I@ 1R 13 . 4700 . 1 26 419 i
2. UNSPEC. NATO 77 © B2RD © 1858 1@ 5500 1 13 . 70 16
s, e_.mo NON-NATO - © BEE0 - 2566 30 6320 0 44 V 96 34
ﬂaﬁo.:? : s ) 5363 §2 - 46820 1657 82 1) 34
" AUNSPEC. NON-NATG (5} (B 19500 © . 3xe 38 7328 a2 17 T 10
.Bg_»r @ 37490 8553 109 _ 25146 2009 100 70 23

NOTES
m,._u.mmu ON THE LATEST ITERATION ON TRACKED LAV MARKETS NOV. 4 awi

1 GERMANY, NORWAY AND TURKEY (USA REMCVED)

|

2 SELGIUM. DENMARK, FRANCE, GREECE, ITALY, NETHERLANDS, PORTUGAL, SPATN AN UK (CANADA NOT WCLUDED)
2 _rs:mmm..za VENEZVELA, GCC, SAUD] ARABIA, INDONESHA, MALAYSIA (BOTH PROGRAMS); THAILAND, SINGAPORE ANO HUNGARY

4 CONSISTS OF 30 OTHER COUNTRIES (ORIGINALLY M113 REPLACEMENT MARKET) NOT ANALYSED M THE BAME METHODOLOGY
5 | BHI FIGURE CONSISTS OF Mi13 AND SIMLAR TYPE VEHICLES A

% | COVERMMENT FORECAST MAXRAUM SALES OF M2 UNITS BY APPLYRHG GOWT, UNIT SALES TO GROSE RATIO (48%) ki UNSPECIFIED
z).wo (SEGMENT # 2 BASED OM GOVI.'S COUNTRY BY COUNTRY SURVEY) TO THE ANOUNT GF M113 VEHICLES FOUND IN
FORECAST IMTERRATIONAL, TAKING INTO mbOch._. CAMADA'S CURRENT EXPORT PERMIT REGULATIONS.

T.;“. BRI AND GOYT. FORECASTS ARE mymmc OH METHODOLOGIES WHICH PRODUCE EXPECTED DISCRETE VALUES AND NOT AN AVERAGE HIGHILOW.

—..Ommn...@._.mo RANGE, CONSEQUENTLY IT 19 NOT HECESSARILY CORRECT TO CONCLUDE THAT THE "REAL SALEY FIGURES® WOULD LIE SOMEWHERE

: gzgggg FORECASTS. THE "REAL" FGURE COULD IN FACT TURN QUT TO BE HIGHER THAN BHI'S FORECASTS OR

LOWER THAN THE GOVERNMENT'S.
& THIS FORECAST RELATES TO TRACKED. VEHICLES AND DOES NOT ADDRESSE THE WHEELED VEHICLE MARKET.
m«rm WEORMATION DATED NOVEMBER 14 1834
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THYSSEN
f 4 .

THYSSEN BHI

_Suite 908, 350 Sparks Street, Ollawa, Ontario, Canada K1R 758
Telephone: (613) 563-3321  Telefax: (613) 563-7648

April 20, 1995

Hon. Marc Lalonde
Stikeman, Elliott
1155 Dorchester Blvd.
Suite 3900

Montreal, Que,

H3B 3V2

Dear Marc:

Further to our telephone conversation last night, Minister Ouellet has now had his
meeting with Minister Collenette and according to Patrick Tobin, "the matter is in the
hands of the Defence Minister, who will make an announcement at the appropriate

time." :

I have discussed this situation with Firgen Massmann today, and we interpret this as
negative and the indication that Minister Ouellet has given up.

However, we still do not have any direct comment on this from Min. Ouellet, so we
would ask that you contact him on our behalf, so that we at least have a direct report

from him on the sitnation and our prospects.

We would also like to get a similar assessment from the Defence Minister, as well as
from the PMO.

Since the new letter for Minister Collenette will be ready Friday, perhaps you could
make arrangements to personally pass this to Ministers Quellet and Collenette and at the
same time use that opportunity to find their current view on our offer.

Best regards,

LALODDBE






NOTE: this page is a DRAFT FOR INTERNAL THYSSEN DISCUSSIONONLY)

Export Potential

With respect to the exports for TH 495, an independent market study on the export market
potential was conducted in 1994 by a Government committee led by Industry Canada, with
participants from Foreign Affairs and International Trade and DND. Key conclusions of that
study, briefed by the committee to Thyssen are:,

L At the start of the study, the Government committee was doubtful of the market
defined by Thyssen for the TH 495, However, the Govermment's study concluded that
a specitic tracked light armoured vehicle market does exist in the TH 495 category, in
approximately the same scale and time frame as described by the Company's
projection. '

® The TH 495 as a tracked vehicle, will penetrate a distinctly different market from that
which will be entered by the wheeled GM LAV. As such, any market share projected
for the TH 495 represents a net increase in Canada's exports.

. The Goveml}lent market analysis, assuming no Canadian sale, projects the TH 495
will achieve’an export market of some 2,000 units over a period reaching out some 20
years. Furthermore, the Government committee agreed once the initial saleof the
THA95 occurs, the projected market share probability would mcrease significantly for
each export market projected, A reasonable increase to the Government's 2,000 wunits
scenario would be to increase to 4,000 units as a most likely scenario.

* Thyssen projections indicate there is a reasonable market share potential for as
much as an 8,000 unit market share, but for purposes of discussion in Canada, we are
prepared to base our plant viability assessiment on the Government scenarios. The
Company confinms that a plant is viable even at the lowest market share projected by
the Government of 2,000 units,

21, July 1995, page 5
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