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HARI.EEINYZ SCHREIBER
FMACKAY LAFE ESTATES
7 BITTERN COURT
ROGCEGLIFFE PARE
OFLA WA, CANADA
EiL &He

Aungust 28, 1989

The Right Honourable Brian Mulrconey,
Prime Ministexr of Canada,

Zouse of Commons:

Ottawa,. Canada

Dear Brian,

I very much enjoyed meeting with you last
waeek; it was an unexpectesd pleasurs and especially
hecause only a few days ago,’ I was cleaning out
somes old boxes and came upon my 1982 Canadian
gitizenship papers, and a kind telegram from &
friend. I enclose copies. '

When I was in Alberta, I was struck by the
support vou enjoved {compared, say, tco Premiex
Getty) . '

I listensad with great interest to yvour address
to the P.C. Annual Meeting and was esSpecially moved
by vour remarks concerning education and the
challenge to the young. I was reminded of the days
in post-war Germany when we knew that we had better
find ways of keeping our brighiest in the country;
if we Jost nur engineers, ocur children would become
slaves of the higb—-tech countries. I tooc am working
to create guality jobs for our children in this
great country of mine that iz Canada.

I szlute you and your accormsslishments. Please
receive my kindest regards.

Sincerely,
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September 18, 1989

Dear Xarlheinz,
Thank you for your letter of August 2B.

, too waa plaasod ko have bhoe opporzunity &5 mesk
with you. The re&ent Genaral HMeeting provided a tremendous
cpportunity f£or the PC Party to reflect on lt® past sueccess
and to look zhead to a future that promises to offer
Canadians countlesa opportunities both at home and abroad.

If was with interest that I read the telegram T
sent you back in 1982 when you received your Canadian
citizenghip, That date now =eems so long ago; a lot has
happensd in the space of a few short years. You can bs
proud &f yeur conbributicn bto helping Lo #asuses Ll
continued growth and future prosperity of your new home,
Canada.,

Onee again, thank you for writing. 1Lt was a
pleasure to hear from you.

Hith kindest personal regards,

¥Yourg sincerely,

&4$1f: égg;xék;fd#?Qf%;¢1

Mr. Karlheinz Schreliber,
MacKay Lake Estates,
7 Bittern Court,
Rockeliffe Park,
Ottawa, Ontaric. -~
K1L 8EQ9
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KARLHEINT SCHREIBER
MAGKAY LAKE ESTATES
¥ BITTERN GOURT
e ROCKGLIFFE PARK
OTTAWA, GANADA
K1l 8Ko

July 6, 1990

The Rt. Hon. Brian Mulroney, P.C., M.P.
Prime Minister of Canada

Room 309-8

Centre Block

House of Commons

Ottawa, Ontario

) K1a 0a6
Dear Prime Minister:
Let me say what pleasure it was to see you again
Tuesday morning and now much I appreciated your
taking the time to meet with me.
\ ’) Speaking as a Canadian citizen, let me tell you

e how much I admire the way you have conducted
yourself on the entire igsue of Canadian unity
and T shudder to think what condition this
country would be in if anyone but yourself were
at the helm. ’

Speaking as a friend, let me assure you of my
continued support in any way I can be helpful.

T am overjoyed to learn of your coming cffiecial
visit to Germany. If there is any way I can bé
helpful regarding this visit, please call on me.
I humbly suggest that I could be helpful.

A

From my days with Franz Josef, I know the burdens
we impose on our political leaders. But even Ged
rested on the seventh day!

/2




For that reascon, 1 look forwvard te seeing you and
your wife relax in Bavaria.

¥With friendship and admiration.

//,'//:’/ _
S e T2
/ _

FKarlheinz Schreiber

3
/
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TUESDAY, July 3, 1990

DATILY SCHEDULE

FOR THE PRIME MINISTER

Breakfast

Stanley Hartt
Paul Tellier

Mtg:Laurier—-Sainte-Marie
By-Election

Chief Justice Lamer
Appointment Ceremony

7 Rideau Gate

307-S

323-8

323-5

Rideau Hall
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_ July 12, 1530 ' 7 e,

MEMORANDUM TO THE PRIME MINISTER

Thvssen/Bear Head Industries

BACKGROUND

ns you had requested, I met recently with
Elmer MacKay and Xarlheinz Schreiber, Chairman of Bear Head
Industries Litd., to discuss the Thyssen initiative.
Mr. Schreiber described the history cof this initiative which
istarted in 1985 as a result of the reguest made by
“sinclair Stevens, to West German business people to consider
investing in Canada. . Following this reguest, discussions
started with  -Thyssen about the possible construction of an
industrial facility in Cape Breton to assemble armoured
vehicles, other metzl products and environmental protection
eguipment. This led ThHyssen to set up Bear Head Industries
to pursue the-initiative and to conduct the discussions.

In dJuly of 1588, the Ministers of Reglonal
Industrial Expangion, Natlonal Defence and the Minigter in
charge of ACOA signed an Understanding in Prlnclple with
Bear Head Industries which outlined the areas on which
discussions had been held up to that time and understandings
reached. For its part, Thyssen underitook, if it received an
order for 250 Arwmoured Personnel Carviers, to proceed with
the construction of the Bear Head Plant in Cape. Breton.

Az the discussions have been going on for almost 6
Years, Mr. Schreilier fesls that the Government should now .
come to a decision so the project can either be pursued or
dropped by the company. I agreed that we were fast reaching
decision time and, although a number of major and difficult
issues are raised by the project, the Government should come
to a decisicn soonex, rather than later, if it is the case
that there is polltlcal will to pursue the preject. I tolgd
my visitors that I would be speaking with you upoen your
return from the Bouston SummlL

DTTAWA
K14 A3
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CONSIDERATTONS

In arriving at a decision about this project you

will want to weigh the following factors:

2 -and are valnerable to piercing in
range conditions by certain high
powered arms, Department of Naticnal De ce
only in the very early phase of assessing its nesds for
a Multi-Role Carrier Vehicle (MRCV). This means that
under the currenit schedule, a contract for MRCVs could
be awarded by 1995-96 assuming no major changes in
Defence policy or budgetary circumstances. Taking an
earlier decision to procure 250 armoured carriers sole-
sourced from Thyssen would therefore wmean a major shift
3 i 1CE Prociir nt pricrities that could affect
orities a contracts in an already very tight

-

S

|

of Natiecnal BDefence budget.
Industrial and Economic Benefits
The commitment mads by Thyssen is to invest $70 million

in the short term. The project would create 500 direct

-jobs, and Bear Head Industries would have access ito
" Thyssen technology. The Understanding in Principle

signed in 1988. stated thait the Government would also .
assist the project with its regular programs jin force
at the time the project procesds. This means t! half

or :. 0of the o ital costs could ba covered by
federal grants and tax crsdits availabile in Capc
Breton. )
additional ‘its could fact
Thyssen and ral Dynamic: a pari
A Yorth American loeation could alleow ssen

significant access to Unlited States derf:
procurement. Bear Head industries could also proc
to a =ecend phase of the project into civilian
production.

The benelfits are potentially significant but ramain
enly partially guantified at this time. A full business
plan wcould have to be considered in urder to ascess the
longlhun benefits and the. cost to government in terms
of direct procurereni and subsidies,
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A new facility set up in Cape Breton weuld compete with
General Motors in Londen. You will recall that the
Goverrment had awarded General Motors a $201 million
contract for 199 Light arwmoursd Vehicles in 19895.

GCM is cuite successfully ceompeting in this field having
oktained an important contract in Sesudi Arabia. Also,
a heavily subsidized facility in Cape Breton may raise
concern in the U.S. about unfair competition. Howvever
we understand from Mr. Schreiber that the U.S5. Defence
auvthorities have no concerns about a Canadian location
for such a facility.

3. Export Controls

Bear Head Industriess' future success would be dependant
on exports to the U.S. and te other countries. The
possibility has been raised that the West Sermans
themselves could procure some MRCVs from such a
facility. However, not all exports would be to HNATO
_countries and the Government must be prépared 'to
address mome difficult export contiol issues in the
event the plant were established in Canada and if
orders are received from Middle East ccuntries for
exanple.

COMMENT

An investwent of this size, in a depressed region,
Ly a West German company cof this stature would be a ‘positive
signal about Canada as a place to iavest. At a time when
Capada is attempting to give a business as usuval signal to
foreign investors, this would be a reassuring messadge.
However, - if the project is less than fully successful, it
may simply add to current overcapacity in the sector where
G¥ is operating below its capacity level.

As noted above, pursuing the Thyssen project at
this time would require & redirection of the Defence
procurement program which would ke disruptive and
centroversial. |Exports of Thyssen products from Canada to
sensitive countries could potentially bée opposed by
Mr. Clark on foreign policy grounds. Given these difficult
pelicy issues, the Governmenit's decision should essentially
depend on whether the deal is a sufficiently good one from
the economic and industrial dimensions and whether it will
be worth the cost of assisting it through procurement and
subsidies. To make this judgment, a full business plan
should be reguested from Thyssen, and an analysis of this
and the project's costs and benefits would need fo be
undertaken thoroughly. .
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developed for consideration by Cabinet, you may wish to:

1. ask HMr. McKnight to prepare a prt
sole-gsource coentract and fto outl

budgetary and operating implicat

2. ask Messrs. Bouchard and MacKay to assess the proposal
from the econemic and industrial points of view, as
well as the likely cost of the project through
subsidies and tax creditsz; and

3. ask Mr. Mazankowski-to chair a meeting to examins all
aspects of the proposal and to report to you_]

I would be pleased to discuss this with you at
Your convenience.

7..-.——.;/“-
l"f
g /H
- I f‘ .
£ ' P |
5 . o ¢

Paul M. Tellier






Karlheinz Schreiber

Suite 908, 350 Sparks Suest, Ouawa, Ontario
Telephone: (613) 563-3321 Fax: (613) 563-70648

PERSONAL CONFIDENTIAL
FOR HIS EYES ONLY

27 Aungust 1990

The Right Hon. Brian Mulroney, P.C., M.P.
Prime Minister of Canada

Ottawa, Ontario

K1A DAZ

Dear Prime Minister:

First, let me thank you for the telephone conversation lasgt week

and I hope that your wmother’s birthday celebration was a happy
event Ffor she and all of yvour family. As you know, I am going back
to Germany this week to celebrate with my moTher on the occasion
of her seventy-ninth birthday.

In an age as our mothers are, we are fortunate to celebrate every
vear with them.

Before my departure I wanted to pass on some information which T
believe important.

The meeting which I had with Stanley Hartt and Elmer was very
interesting and in my opinion it was very productive.

The visit of Winfried Haastert and his colleagues from the Thyssen
Industrie AG Supervisory Beard was wvery positive in their
understanding of the promising ocut-lock for establishing ocur new
Canadian factory in Nova Scotia.



¥ arlheinz Schreiber

Suite 957, 350 Sparks Street, Ouawsz, Ontario
Telephone: (613) 563-3321 Fax: (613) 563-7648

PERSONAL CORNFIDENTIAL 2
FOR HIS EYES ONLY

I passed on vour regards as you had requesteg during our telephone
conversation and this was both very appreciated and respectfully
acknowledged in return.

This group has +travelled onward to Los Angeles for project
discussions after last week’s award to Thyssen for the high speed
ralil link between Los Angeles and Las Vegas, selecting Thyssen’s
fagnetic Tevlation +train which will provide a 500 km/hour
connection between the two cities.

Observing Canada has been among the first nations to respond to the
Iragl invasion of Kuwait, I believe it will be of interest to know

I have arranged, at the reguest of the U.S. Govermment, for the

immediate supply to the US forces f£rom West CGerman army inventory,

10 Fox NBC reconnaissance vehicles {capable of chemical detection
and protected operation in a chemical warfare environment) and an
additional option for 20 more of these vehicles. As you may be
aware, nelither Ccanada nor the US have any such anti-chemical
vehicles in inventory. '

The US has now asked for the Fox chemical protected personnel
carriers as well. It now appears the U.5. may reguest all available
vehicles. Before we agree to guch a US request, I am offering to
make such vehicles available to Canada should Canadian forces be
deployed to a land base in a region threatened by chemical warfare.

If such is your desire, I would need to know as soon as possible.

I trust this is helpful to vou.

As regards the Mohawk situation, I have been concerned for years,
and have expressed this concern, about the known fact that certain
Canadian Native groups received training in East German terrorist
training camps, and I have reason to believe that some such groups
may be 1in possession of armour-pilercing weapons. There are in
Shilo, Manitcockha, at the Training Camp,., a number of Marder
personnel carriers vehicle, which offer protection against suck
wearons. They are being used for training the German forces

there. I could arrange, either from our company, or on & Nate
counttry to country basis, to make these vehicles immediatel:
avallable to your forces.



Kariheinz Schreiber
Suite 908, 350 Sparks Street, Otiawa, Onuzrio
Telephone: (613) 563-3321 Fax: (613) S63-7648

PERSONAL CONFIDENTIAL 3
FOR HIS EYES ONLY

I trust this may bes helpful to you as well.

Hopefully, +these conflicts will be resolved peacefully, but I

wanted you to know that I am available to help in this way should
it be necessary.

Sincerely,

Py

) s
K%Lmhgihz Schreiber

77

P.5. I am enclesing info on these vehicles. Obvicusly I am not
Erylng tO'“sell“.Canada anything by this offer, merely arranging
Lolégve the vehicle 1paned to Canada to help protect Canadian
soldiers.







Airland Batille doctrine requires continuous
operations on the contaminated batilefield. The
ability io quickly detect, identify, and guantify a
wide variety of contaminants, coupled with the
ability to rapidly communicale this information o
friendly forces, could decide the outcome of the
conflict. That opérational capabiiity is missing
leday.

An operational vehicie system that can respond (o
this itged is available now from a proven industnal
team of General Dynamics Land Systems and
Thyssern Henschel

The FOX NBC Reconnaissance Systern (NBCRS)
is the only operational system of its kind in the free
world. Thyssen Henschel has produced more than
140 FOX NBCRS contigured vehicles that are
currently Tiglded and used by the Weast Germany
Army. In addifion, gver 1000 FOX combat, combai
support, and combat service support vehicles
have been produced and fielded 1o support NATO
forces.

The FOX) NBCRS is a highly mobile, amphibious
wheeled vehicle, tatiored to mest the operational
recuirements for NBC Reconnaissance an {he
cusrant batflelield. i is the only operational NBC
Reconnaissance Systemn in use by NATO forces
today.

e B G DT PR R BRSNS B S
B et N L I WO EE e R an
EF |r."l!l_: ':'1..“! i Ell'-:.-"nl'_-! sty §ul

FIA RGN BN

The FOX NBCRS mests today's demand for g high
performance armered vehicle ftailored to
accompiish the NBC Reconnaissancs Mission.

The FOX systam is fully developed and proven.
The imegrated Non-developmentai ftem (NDID)
nuclear, and chemical detection, identification,
location, and marking systern is currenily pfaying a
rofe in the defense of Western Europe. The
current FOX system provides a baseline for
evoluticnary improvemeant with lovw technical risk.

For full rale production, the FOX NBCRS will
integraie ali of the developed and iested

N e

The FOX NBCRS is already playing a key role inthe
defense of Europe.

Thyssen Henschel n1as a long history of combat
vehicle developmeni and produciion. Today ihe
company designhs and builds some of the most
sophisticated arrnored combal, communications,
missile, and command systems for the West
German Army and other MATO allies.

General Dynamics brings the experience of
decades of dasign, integration, 2nd progduction of
defense sysiems. GD has designed, built, and
suppors a wide range of advanced weapoR
syefems inciuding the F-16 aircrafi, the Stinger
iissile, and the M1 series Main Battle Tank.

The combined resources of this team has resulted
in a program 0 provide a proven N3GRS system
ihat meets today's reguirements with pltanned
growih for future NBG defense reguirements. The
proposed program cifers a lew risk approach,
based on using an NBCRS ihal has keen fislded
and in operation since 1984.

The baseline NBCRS will be expanded during a
syctem improvement program that is bhased on
currgnt Army combat vehicle command and controt
electronics technojogy as well as the lalest NBC
detection techinology.

LI
T THE

improvemanis necessary 1o provide a mobile
signdoff sensing capability for deteciing,
identifying, and reporting all NBC threats.

The improved FOX will be hased on an eiecironics
architecture ihat will infegrate ali NBC deteciors,
the Posilion - Navigation (Pos/iNav) system, and
meterclogical sensors, with a digital burst
comynunications c¢apability via an inlegraisd
computer processing unit.

System upgrades can be reirofited fo the current
FOX MBCRES with no dsgradation fo system
performance or RAM characierisiics.
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Kartheinz Schreiber

Suite 908, 350 Sparks Sureet, Otawa, I..'.i::iario
Telephone: (613) 563-3321 Fax: (613) 563-7548

CONFIDENTIAL, FOR HiS BEYES ONLY

10 Cctober 1990
The Right Hon. Brian Mulroney, P.C.,.M.P.
Prime Minister of Canada
Citawa, Ont.
KE1A 042

Dear Prime Adinister:

Many thanks for the most enjoyable meeting we had last month. What a great pleasure
to recognize that old friends never change.

Congratulations on your great success in New York. I would like to inform you that you
have been the only conference speaker who was shown on the wclevision in Germany and
Switzerland. I received several comments from friends in Burope who applauded your
remarkable statermnents and their plainly evident sincerity.

I wish you could see Canada from an overseas peispective, where the country is viewed
at such an advanced stage of evoiution that the Primme Minister can turn to the issnes that
are tirnly important to this world, such as our children, ow environment and our
corainitinent to keep peace. Witnessing your leadership in this role from Germany
reminded me of this and brings me to encourage you with all of my best wishes.

Turning back to discussions of our meeting last week, I would Like to share some further
thoughts “which I have had on those maiters.

In my opinion, the greatest opportunity for Canada is to achieve growth in the export of
finished products. T am most familiar with the trade between Canada and Germany and
while [ am delighted to find Canadian exports to Germany in 1989 increased by 20.1%,
I note the largest portion of that growth has been in unfimisbed resources.



Karlheinz Schreiber

2

" CONEIDENTIAL, FOR IS EYES ONLY

Therefore, the remaining challenge is to increase the proportion of Anished products. I am
confident that I can help you in meeting this challenge, but before I can do this, I must
have in place the right tools with which to work. I should not withhold from you the fact
that I face increasing pressuie due to the newest development, whete earliest production
is wrgently required. I am not able to explain to the United States customer why their

vehicles should be mannfaciured in Canada where we have so far Iovnd no business with
the Canadian Forces.

What is needed as soon as possible is the signed MOU as proposed by Minister MacKay,

to solve the aforementioned problems as well as bring new and vital long-term activities
in Trenton. '

Thank you, and please be assured that 1 will do everything I can to meet your goals.

With best personal regards,
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Hxcerpts from Paul Tellier’s agenda

April 8, 1991
to

April 10, 1991
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WEDNEBDAY, April 10, 1991
DAILY SCHEDULE

FOR THE PRIME MINISTER

9:45 Bob Layton 307-3
Jim Hawkes
10:00 Caucus 237-C
1:45 Q.P. Briefing 307-5
2:15 Question Period House
3:00 Picture & Handshake Outside 307-5

Jean Corbeil
(Householder)

3:15 André Plourde 307-8

4:00 J.A. Doucet 230-1LB
Karlheinz Schreiber

Paul Tellier
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Kariheinz Schigiber

Suftm S08, 350 $parks Strest, Ottswa, Cntsrio
Telephone: (613) 563-3321 Faxz (6'3.,; 563-3321

PERSONAL AND CONFIDENTIAL
HIS FY}:S DI“TL Y’ !

April 19, 1991
The Right Honourable .
Brian Mulroney
Prime Minisier of Canada
Langsvin Block
&0 We]lmgtoﬁ Strest
Otiawa, Ooianio
K1A 0A2

Diear Prims Mimister:

As a follow-up to ouwr meeting of last weelk, | have noted a few items which |
important for you o be aware of.

Since you mads it very clear in your siatemeants what jn}"r ‘ar"fiﬁif"iiﬁv are, and how much you

1
care a’ricu‘a your people and e ,sg;s-.ﬂia!_jr *jﬂuu the safety of your Armed Forces who serve
them, I am more determined than even before to support you through pursult of the
Thyssen-BHI project. : '

_ _ 1 I think I have to help you to ideza.‘dfy
information which may ‘xrw misled you on the Thyssen project. So far dng iy exper

Unfortunately, to fulfil this commitment to yon
= XPpEericus
on this project, 1 have been fri ightened to think this may also occar o

n other initiatives.

Attached, you will find an "Aide Memoire", and comments in response to questions from the
Minisier of ACOA. :

If you will allow me, 1 would suggest that you keep this all for your personal interest as 1
intend to table these attachmenis <,'.€z._-=_;r:e_g nly up-coming meetings with your officials

I think there is no need for me to comment on the continuing mesting we had with Mr
Tellier afier your depariure, 25 1 now, Fred will do this. Rather, et me lead your a rention
to items which you were interesied in.
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In your presence, Mr. Tellier told _'y'C‘ﬂ._ that ,JND could buy the appropriate MRCV for
Canadian Forces for a price of $500,600. This is just nonsenss,

Sf_ anley Hartt shave :,d me a report ftom Paul Tellier, dated Auvgust 10, 1950, in which it was
ated, ‘T%ﬂ“ MeKright is strongly opposed to this project on financial, pﬁ‘;;}r and operational
gr_,imgg . This cavinct be frue, for Bill N‘Trmmght told me'several times, in the presence of
Elmer MacKay, ihar be would Iove to go for ihe project but that he unfng tumately had
sufficient iunding in his department.

In ihe same docurnent, General Motors Diesel Division in London, OUntacdio is described as
successtully comipeting i the field of anmoured V@hl&l&a aril has obizined an important
contract in Sandi Avabia. This is not Tuse. :

From informeation con%aiﬂed in a separaie documuent Drepzﬂ@d by ACOA in December 1990,
ITwas askedt By ! ‘k&ﬂwts IiacKay to respond to comments ftom External Affairs, stating their
concemn that b chr“.,cﬁug a major military purchase to & non-US (ie. German) souvrce,
Canads will tﬁﬁzr_’ﬂ US trade miteresis and thresien access to the US defence markss

Jlb;i,.» COMIMENT is rmi«,am for the entire Thyssen-B8HI project was L-:Es..ﬁnuﬂ i
Secreiary of the US Army = '}1‘!1 received bis endorsement. This mesting to

pressnce of the Minister Counsellor of the Canadian Embassy.

|5 1‘-;1‘_,4_, I es

s Under

17 there are any doubts on your side, on the statemenis given (o you by the Company, and
i:h@ merits of the proposzl, the Company is prepared to submii {0 an appraisal of these
izsnies by an internationally recognized authority.

Lagﬂy, about the cc:»mmants of Mr. Fowler who told us from the be eginmng that we "are not
gOJ_,LG to get this project” and the equally nnbelievable remarks of Lt.Gen Huddleston, T
only remind you of our discussion.

Az an independent individnal, and your true friend, I can only t211 you, that in my opinion,
ihe Thyssen project, realize d i Canada, will be the best economic and political tool, I can
possibly imagine.

I would appreciate if you could find ik= time that I con'd explain all this in veater detail

Wishing you all the best and with _ o

Warm regards,

.
z Schmvber
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AIDE MEMOIRE

Isitimfactas ziet:i Doh y of the vaen;ms it to use DN Capital program

Yes, as stated in tha White Paper on Defence in June, 1987, and publicly
declared Cabinet

.Is it the inteni of the Governmesnt o promote exporis of producis made in

Canada, and within this goal @-I’Oﬁ:ﬁtc the development and manufaciure of
products in Canada which can be successful in export markeis?

Yes. All parties would- agree itha
f‘VF’I‘Sﬂ econoinic yecovery, and

markst,

f'n iths g.i«:;'i:rﬂ

Should the branches of the Federal Government not suppoit initiatives which
specifically target the export merkef covered under the Canada—US Free
Irade Agresmeni?

Regarding the Army’s MRCV praject, relative to DND’s overall program, one
can observe that the Air Force is equipped with modern fighter jets, potably
the CF 18, while ,_h Navy has begun to receive their new frigates which will

be followed by the NSA helicopiers and the new minesweeper vessels.
However, it appears the Army 15 left with ObSO]‘.i’SC’:IIL cnmbat vehicles.

m

With this in mind, are there 2ny sigoilicant changes to army equipment Tom
the status described in te st'.rmmy to the Senate Defence Committes, May 26,
1887 by then Commander of Mobile Command Gen. Jim Pox?

No, with respect {o combat vehicles for the regul:
occurred. '

Did Army soldiers face the threat of injury from 7.62 AP (armour piercing)
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amrmmition while in their armovred personnel cagriers during the “stand-off”

with Mative Canadizans at Oka in 19507

Yes, in fact the Leopard 1 main batile tank was deployed on the final
ipproach to the barricades.

n
=

._)‘.\

Could Canadian soldiers also face threats as comynon as 7.62 AP ammunition
pensirating their current armoured pers: onnel carriers during assignments o
U peacekeeping missions, including the Gulf region?

. d’

(es.

Are the Canadian Porces mecen Iy able to deploy fToops inio a contaminated
zone using vehicles with an : _egxai NBC (Nuclear, Biclogical, Chemicsi)
srotective sysiem?

Mo.

Has the Cﬂ"n:e i

their top m

le (M ‘?r"af;ds

Is NATO (I%ato Tndustrial Advisory Group - NIAG) working on a standard
requirement for MATO nzations 2 alo I‘-T the lines of ih: MRCV requirements?

Yes.

In Li"ht of ihe experience of the Gulf ¢ri is this MRCV applicable to t
future needs of our allics?

'r"u

Are the pariies involved aware that for ex:
vebicle such ag the MROCWV suitable fo their &
NATO "rapid reaction foress”, and will be seeking

Yeg,



3
13, G Given Canada’s internatiopal reputation as p.;on-,,e’s and leaders in the in the
concept of UN pe: acekesping, wr‘uiﬁ a Canadian made vehicle not Pﬁioy an
ideal frade mavk in the maple leaf?
A Yes.
14. G: Are the partdes mvolved agreed that departure from the prospect of expori
‘ potenfial 2s a pece: a_y f ature of the vehicle which is procured as
Canada’s MRCV may h-a /e serious negative consaguences i the cost of
operation and maintenance, due 10 the absence of inter-operabilify of sich
— a vehicle among Cana da s allies.
A Yes.
15.G: What are the essential characteristics in a peacckesping and Mnlt Role
= Combat vehicle (MRCV)?
)
4 . x e e RS y
Az 1) air transportable in the Hercules € 130
2). armour pmtﬁsﬁr: against a minimum of 7.62 AP ammunition
3) protection fTom bﬂm;;zmi and chemical weapons ' '
4} high mobility across a wide range of terrain
5) family concept in design, o include capability for reconnaissance, infantry
: Jﬂmpﬂf armoured combat and other variants
£) capacity for increased armour protection through in-field apnhca‘inm of
e "modular add on armour”, to meet threat in mid intepsity conflict (eg. Gulf
erisis) '
-7} suitable for deployment in internal security role (eg. Oka, 1920)

- The Thyssen proposed vehicle (TH 493) is being developed to mest these
requirements.

s it agreed that these characteristics also meet the requirements of other

€Xport opportunity in these mar}cr;ts?

& P



Is Lhere an "oit the sh lf " vehicle existing from a western industrizi ¢ COVHITY
d selling &t a price of §500,060.00, which meeis the Camman MRCY
ru:qu:m ment? i

No, there is me such vahicle available for that }‘1165 Furthermore, to the
Coropany’s knowledge, no "Gm[rr,ma i3 able io pmﬂu 2 the vehicle needed
t0 meet the L,a_na{han F-JIR CV requitément at the same quality and at a lesser
price than has been ofered. ‘

Is there another successful iniernational manufacturer with an onsting or
developmental vehicle (which meats MRCV characteristics) who is willing to
iransfer their technclogy and the major share of future expori production to

Canada?

Uiﬂjl;ﬁij‘.

Morcover is ihere suci

=
jud

manufacturer who, in addition 1o Canadian
production of this vehicle, v ali miroduce a diversification of operations in the

nvironmental protection :ws:’:nr and the vari siy of industrial activity similar t
the Thyssen ]'{l}r_j-.;'d of technology?

A Na.
_‘" If all will agrece with these U_LLTZS made a‘sc-‘;e, they will also agree that whichever
manufacturer can enter ihe market frst will secure a distinct advaniage in this business.

" The answers provided here are based upon intemal knowledge and advice available to the
Company, including our Canadian defence advizor Lt.Gen. Jack Vance ret’d), who
completed his service in the Canadian Forces in 1988 as VCDSE.



To explain to those, to wiom the MRCV concept is not a daily point of discussion, it is
useful to observe the fundamental determinants of veh'cle desipn which will define LL
elements of the end nrodeai;

Cargo door dimenszions of the Hercules C 130 aircraft determing imiis on a vehicles
widih and height

Lift capability of the aircraft determine limits on vehicle’s transportation weight

Protection reguiremenis dictats the amounmnt of "add-on armour” and thos the
operational weighi of the vehicle. :

Mobility requirements and the specified terrain determines the selection of powsr

—
pack aud wheels or iracks
After considevation of these key glemenis, ihc rr;‘:fa:
equipme ut and systems needed to fulfil assigned ro
Since major assernblies and component prices are lmown dnd available within NATO, and
/} simce it IS propms-ﬁr}, to-supply the vehicle on the basis of open audit - agreed profit basis,
i it should be agreed that there is nothing undisclosed in final costs on the vehicle.



—3 COMMENTS IN RESPONSE TO QUESTIONS FROM THE MINISTER OF ACOA

General

1) The Minister of ACOA
raised a series of questions and observations which had been placed to him
during the December review of the Thyssen-BHI unsolicited proposal for 250
Fox vehicles, with the optjon of firming up the vehicle requirement over the
first year. While the BHI proposal has now been altered to offer the MRCV
instead of the Fox, the questions and observations raised through the Minister
of ACOA were sufficiently important and contentious to merit comment.

e 2) The purpose of this paper therefore, is to clarify and comment on the various
features of the BHI initiative and certain Government staff reactions to it.

MRCV and TH 495

3) While staff reaction in assessing the Fox against DND plans for the MRCV
was largely unfavourable, it was acknowledged that the TH 495 concept
showed considerable promise.

Financial Analysis

4) Project Cost

: There was considerable disagreement on the overall cost of the project. This
was based on DND’s assessment of a 2.5 factor to capture not only the
acquisition price of the vehicle, but also the cost of running the project, buying
the spare parts, and the maintenance required over the life of the vehicle, the
— training, instructional manuals and documentation needed to support the
project, and the like. Thus instead of costing 290 million dollars far the 250

vehicles, the project would cost 2.5 times as much, ie. 725 million dollars.

5 While it is uncentain what all costs are captured in the DND factor, it is a
matter of note, that the vast majority of equipment projects for DND are
assessed at a much lower factor, only the most risky projects normally exceed
a factor of 2. The current Thyssen projection of project cost for the BHI
proposal js in the order of 1.3 over a 10 year life cycle.

6) In any event, it is the firm Thyssen-BHI intention that costs be established on
the basis of "open books" and on agreed profit margin.

7 O+M Costs
A major argument agajnst the "Fox" proposal was that of purchasing new
. vehicles without retiring the vehicles that they replace. It was estimated that
as much as $130 million would have to be added to the DND operations and

KHS00250



maintenance (O+M) budget. o
This argument is not applicable in light of the new Thyssen-BHI proposal,
since the company would pian to produce vehicles in accordance with the
DND time-table.

In fact, it can be anticipated that the longer term iropact on the O+M budget
would be reduced because, once the MRCV is introduced into service, it is
much more likely to be less costly to maintain than the current fleet of aging
vehicles which DND roust now maintain,

8) Inefficiencies
It was observed that there would be considerable expense incurred from the
lost opportunity for economies of scale in purchasing only part of the overall
requirement for new vehicles. This argument does not pertain with the
Thyssen-BHI proposal to manufacture the first 250 vehicles of the MRCV
overall requirement.

9) Surnmary of Costs
The Minister of ACOA informed that the staff estimate for the original Fox
proposal was $1.1 billion (presumably arrived at by totalling the project cost
. at a factor of 2.5, plus extra O+M costs plus significant cost for inefficiencies).
In light of the revise Thyssen-BHI proposal, now offered on TH 495, it is our
estimate that the cost will be in the range of 3450 million.

Impact on Defence Services Program (DSPY

It was advised that ithe DSP did not contain funds for the MRCV until 1995 and
beyond, and that a premature order would force the displacement of several other
large prejects. In the light of the advantages to be gained by proceeding with the
MRCYV now, the project warrants special funding to DND. If that solution is not
possible the company would consider assisting through special funding arrangements
such as bridge financing.

Defence Industrial Base

KHS00250

Government staff argued that a new military vehicle facility would only add to the
existing problem of over-capacity in this industrial sector. This argument, from the
company’s viewpoint, is spurious in that it defends a single source concept for the
company already established in this field.

Even more mmportant, the arguments of over-capacity do not take into account the
significant potential for export, which will greatly strengthen the defence industrial
base.
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REAR HEAD INDUSTRIES LIMITI

Sujie 508, 350 Sparks Street
Ottawa, Oni., Canada

K1R758
TELEFHONE(613)563-3321 ' TELEFAY (613) 563-7548
Right Hon. Brian Mulroney May 0, 19971

Prime Minister of Canada
House of Commons
Ottawa, ON

KiA CGAD

IJear Prime FMinister:

When we met in your cffice ont \,prﬂ 10, 1991, you asked me to keep you informed
of matters around our project. The copy of the letter that I now enclose is intended to do
that.

A5 you will sense readily, I continue to be astonished. Irecall very well our breakiast
meecting, when you told me how difficult it 3s to get things done. I understand the meaning
of that stateinent more every day.

Yours sincerely,

Karlheinz Schreiber
Chairman

Enclosure

£ %ﬁﬁa'—,—-?’f /‘z‘*‘f o 25 ] %égﬂ “ /
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TUESDAY, May 5, 1992
DATILY S8CHEDULE

FOR THE PRIME MINISTER

9:45 Mtg: Begal/Tellier 307-8
10:00
10:00 P & P 323-8
12:30
1:45 Q.P. Briefing 307-8
2:15 Question Period House
3:00
3:05 P&H: National School 307-5

Safety Patrcl Jamborep
P&H: Pauline Browes
and 45 senior citizens

3:45 Mtg: Elmer MacKay/
Karlheinz SBchreiber 307-8

4:30 Drop-In: UNCED Stake Museum of Science
Holders Meeting & Nature




Karlheinz Schreiber '

Suite 908, 350 Spartks St., Oftawa, Ont. K1R 758
Telephone: (613) 563-3321 Fax: (613) 563-7648

May 6, 1992
The Right Honourable
Brian Mulroney
Prime Minister of Canada
Langevin Block
80 Wellington Sireet
OCttawa, Ont.
KiA 0A2

Dear Prime Minister:

I would like to thank you very much for finding the time to meet with me yesterday
especially when you are so busy with the constitutional issue. I was also greatly heartened
by your sympathetic understanding of the situation and your determination to setf things in
train. '

As you recomunended, we are now working on a 2 page sumunary of the actions necessary
to realize the project as you would like to see it. To deliver the exact figures will take a few
days and we will present them to you next week. The activity we will engage in the pext few
days includes an investigation of the situvation for establishment of the project in East
Montreal.

I would also like to inform you that after the meeting with you, Elmer and I had a very good
meeting with Marcel Masse and T expect to meet with him again next week.

With regard to your suggestion that we get together when you are in Munich, perhaps you
would ask one of your staff to give me infernmation on your program, so that miy family and
I can help you and your family to enjoy your visit to cur-home city.

I look forward to seeing yau again next week.

Warm personal repards,
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' - THYSSEN BHI

Bulis 908, 350 Sparks Straaf

Oitawa, Omt., Canada
K1R 758

TELEPHONE (813) 5633321 TELEFAX {

Hon, Marce! Musse

Minister of Mational Defance
Confederation Bidg, #209
House of Comnions

Otiaws, Onfario

K1A DAS

Dear M, Massar

Following Jast week’s mecilngs with the Prime Minister, the Hon, Elmear MaeKay and with
ou, we procesded as discussed, Lyue 10 the iragic disaster in Mova Scotia, Blmer has not
b&‘;f:ﬁ a‘%}le w0 ksep you informed of events since. Therefore, T will £l In for hit to bring you

As we informed you, our next steps were 1o meet with officlels of the Province of Québec
and with some of your Army Generals, -

-

Wz%& z‘gspecf to ouwr discussions with the ?mvmce_czf Quebm, wa have zmmd 5, vEiY

¢ We also met with four of your Senior Army Generals who share the view of the global
“eptS,, [ nature of the requirerent wharein alifes will necd _vehicles of the tvpe identified in your

-

& 1&%”11: y suspended MRCV program, The discussions with them underdined your views of the

%iaﬁw growing importance of futere peasskesping, as written in vour Apri] Statemeny of Canada’s
£y Defence Policy, 1992,

Ll
i i S
Thyssep Henschel ik now procesding with one of fif 5 érctotmﬁs of & new family of light
armoured vehicles. These initial ff}f{}imypﬁs are based B the TH 465 485 design which was

513) 5637645

May 13, 1992

(,LT

AGCOD G v

hie Disclosurs Sut 061 Tof2

AGCL0030
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THYSSEN BHI

2
originally conceived En r::sgj ise to the requirements of varicus NATO allles, including

recogmition of the-esse adian MRCV reguirement ag advised to industry through the
German Defence Atts ché on ﬁ;: 11991 and confirmed by you in your letier to the German

MOD Fsbruary 19 1952,

t‘r
‘::
fard
t’)

To successiully complete development and to allow Thyssen and Canada to participate in
the anticipated large saport and co-production p“‘c‘;nn'-ﬁ we are extremely amdous o
ncorporate acknowledged Canadiun peacekeeping &P c:1 qsc 2 throngh advice fu: 1 Canadian

Porcas operational and technical experts.
Therefore the action I am proposing will require{a development contraci wi w Fhis
vill pernit the fabrication of exoht prototypes, five in a new famﬁw in Monireal, ”‘hése latier

xmhmles will be £ ;m:shuc{ to DND For evaluation,
i i xnﬂ’—-ﬂ" k "'“—WH )

i cont act will uq*uun*iz,@_b_‘?az million (CY) spread over three v esrs. )

ne cost Qa the entire
It is recogunized that these funds will have to be found from other sources beyo.ﬁ current Ji‘e’ ot
DND a]I 1MEnts hn_l that D\TD’ participation will be reimbursed, To avoid any iy
misundersianding, 1 wish ta poin 2 Fr_th ject under discussion has
nothing to do with future whicls, prarmamem Ear the Canadian Forces.
W T — e
Yeou must understand that cannot proceed as agreed Wit the Primf_"'vfh:‘si-_'—,? 1o Qrg%:i’-‘a
the_ necessary funding, nor can & draft contract be proposad until you and I have reache
agreement !hrcuvh a Memorandum of Understanding. =
e -
[ look forward 10 T 1eumg with you al your earliest conveniance, as agreed last wecek, (o
discuss the next necessary steps to bring this project to fruition,
Sincerely,
*«;}’H;ﬁ/ -r*.f./-
/ﬂ,f"?'_;:/_?;’;i'"'
At ﬂg,z ehreiber
/f/C)ad?fﬂan
/
cer ReHon, Briaﬁ Mulroney
Hon. Elmer MacKay
e i T ——— s g o8 e R T ':—_'——1== == e —— e 7]:__-.- 5]
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//Kar]hem{Schrerer

Karlheinz Schreiber

Suite 908, 350 Sparks St., Ottawa, Ont. K1R 738
Telephone: (613) 563-3321 Fax: (613) 563-7648

13 May 1992

The Right Honourable
Brian Mulroney

Prime Minister of Canada
Langevin Block

80 Wellington Street
Ottawa, Ont.

KI1A 0A2

Dear Prime Minister:

Subsequent to our meeting of Jast week and the meeting with the Hon. Marcel Masse,
I am pleased to informn you that I bave now had very encouraging meelings with
representatives of the Premier and officials from the Province of Quebec, and with four
senior Army Generals.

The next important step in the whole process is to have a meeting as early as possible with
I'Hon. Marce]l Masse to discuss the areas of his very iroportant involvement. A letter (o
Minister Masse is attached which will inform you of that proposal.

I will keep you informed on our progress, and will request a further meeting when the
situation is more fully advanced. I know that I can count on your continuing support,
although I appreciate that'all our activities are greatly overshadowed by the tragic event-in
Nova Scotiz, and Elmer's strong personal concern and involvement.

Sincerely yOurs,

Chailrman



‘?‘r’ﬁ&‘%ﬁ
THYSSEN BHI

Suite 808, 350 Sparks Strest
© Oltawa, Ont., Canada
K1R 758

]

-

TELEPHONE (613) 563-3321 TELEFAX (613) 563-7648

May 13, 1992
Hon. Marcel Masse
Minister of WNational Defence
Confederation Bldg. #209
House cf Commons
Oiiawa, Ontario
K1.A 0AG

Dear M. Masse:

Following last weck’s mectings with the Prime Minister, the Hon. Elmer MacKay and with
you, we proceeded as discussed. Due to the tragic disaster in Nova Scotia, Elmer has not
been able to keep you informed of events since. Therefore, [ will fill in for bim to bring you
up fo date. _ '

As we Informed you, our next steps were fo meet with officials of the Province of Québec
and with some of your Army Generals, : -

With respect to our discussions with the Province of Ouébec, we have found a very
enthusiastic reception in meetings with the Premier’s staff and officials from his Department
of Industry, Commerce and Technology. On behaif of Premier Bourassa, they have
expressed their support for our proposal and are now actively assessing potential sites in the
Montreal area for our consideration.

We also met with four of your Senior Army Generals who share the view of the global
nature of the requirement wherein allies will need vehicles of the type identified in your

recently suspended MRCV program. The discussions with themn underlined your views of the
growing importance of future peacekeeping, as written in your April Statement of Canada’s

Defence Policy, 1992.

Thyssen Ilenschel] is now proceeding with one of first prototypes of a new family of light
armoured vehicles. These initial prototypes are based on the TH 495 design which was



e

2

originaily conceived in response to the requirements of varicus WATO allies, including
recognition of the essential Canadian MRCV requirement as advised to industry through the
German Decfence Attaché on April 1991 and confinned by you in your letter to the German
MQOD February 10, 1992.

To successfully complete development and to allow Thyssen and Canada to participate in
the anticipated large export and co-production potential, we are exiremely anxious to
incorporate acknowledged Canadian peacekeeping expertise through advice from Canadian
Forces operational and iechnical experts.

Therefore the action I am proposing will require a development coniract with DN, This
will permit the fabrication of eight protofypes, five in a new facility in Montreal. These latter
vehicles will be furnished to DWND for evaluation.

The cost of the entire contract will amount to $132 million (CY) spread over thiee vears.
It is recognized that these funds will have to be found from other sources beyond current
DIND  allotments and that DND's participation will be reimbursed. Yo avoid any
misunderstanding, I wish to point out very clearly that the project vnder discussion has
nothing to do with future vehicle procurement for the Canadian Forces.

You must understand that I cannot proceed as agreed with the Prime Minister to organize
the necessary fundini, nor can a draft contract be proposed until you and I have reached
agreement through a Memarandum of Understanding.

I look forward to meeting with you at your earliest convenience, as agreed last week, 1o
discuss the next necessary steps fo bring this project to fruition.

Sincerely,

cc: Ri.Hon. Brian Mulroney
Hon. Elmer MacKay
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WEDNESDAY, November 25, 1992

DAILY BCHEDULE

FOR THE PRIME MINISBTER

Private Breakfast
MacRay/McLaughlin
MacKay/McLaughlin

Natieonal Caucus

Lunch:

Ambassador Teeley
Jim Judd

24 Sussex

237-C

24 Sussex
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Karlheinz Schreiber

Suite 908, 350 Sparks St., Ottawa, Ont. KIR 758
- Telephone: (613) 563-3321 Fax: (613) 563-7648

December 3, 1992

The Right Hon. Bran Mulroney
Prime Minister of Canada
Langevin Block

80 Wellington Strest

Ottawa, Ont.

K1A QA2

Dear Prime Minister:

First I want to thank you for providing me the great honour of agaim being a guest at your

home for a most delight{ul breakfast and constructive discussion.

Birbel and I do very much Jook forward to the opportunity when we can host you and Mila
in one of our homes, so that we may return your kind hospitality.

Enclosed youwill find the promised "Echinaforce” from the renowned Dr. A. Vogel company
of Switzerland. This herbal extract is the "secret weapon of the medical doctors in Europe. As
I mentioned, the medicine boosts the strength of the human immune system. [ can confirm to
you that my family is using this praduct and we are excited about the results. This particular
medicine was obtained in Ottawa, and if you are interested you will lind a whole line of Dr.
Yogel products at'the health food store the "Wheat Berry"at 206 Main Street. If youencounter
any problems with obtaining the Echinaforce, please contact my office at 563-332].

- Thank you for asking David McLaughlin with overseeing the pi‘ogress of the Thyssén BHI

proposal on your behalf.

Also I have bad a very constructive discussion with hon. Jean Corbeil, and I wish to CXpress
to you the confidence which I have in his support and involvement.

AsDecember isalready here, let me sign off with best wishes io you, Mila, and the children for

a healthy and happy Christimas and New Year.

Best personal regards,

;ﬁ%ﬁﬂz R S ) i )’M Por A 79%/
elpF s

Schreiber 7/%@4-{;,/- /4,}471 B L
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10:00

12:30

1:45

THURSDAY,

June 3, 1993 | !

DATLY SCHEDULE

FOR THE PRIME MINISTER

Mtg: Bill McEnight

Mtg: McLaughlin/Shortliffe

Q.P. Briefing

Question Period

P&H: 1) Doug Bteiner
and family
2) Scheduling:
Maria Grant/

Yolande Ouellet/

Carmen Veres/
Ann Walker

Ministerial Tours:
Patricia Gratton/
Lynne Martichenko/

Alli=son Seymour
4) Major General

M.G. Cloutier/

Bill Grossman

Mtg: Fred Doucet

Interview: :
Joan Sutton-Strauss
{Toronto Star)

Interview:

Mark EKennedy

(Ottawa Citizen)
Reception

Eenator Guy Charbonnean

Mtg: Pierre Blais

307-5

307-5

323-5

3075

House

307-5

307-5

307-5

307-5

Speaker’s Dining Room

274-F Senate

307-5
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