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SECRET 

Choice of aircraft to replace F- 86 for the Ai r Division 
1n Europe 

(Previous reference June 30) 

1 . The Prime Minister said he and the Minister 
of Nati onal Defence had discussed this Q~estion f ur ther 
and had agreed on the words to be used in the opening 
statement on the debate on the ~ational Defence esti mates . 
The Mi ni ster of Finance had concurred . I t would be said 
that t he Lockheed F- l04G would be selected as the repl acement· 
provided agreement could be reached with the Lockheed 
Aircraft Corpora tion on cost , production sharing a nd other 
contractual te rms. 

2. The Minister of Defence l·roduction said that 
discussions had been held with Lockheed concerning the 
licensinb arrangements for manufacturing the F- 1040 . The 
cost of these would total $3 mi llion f-::,r the basic licence , 
$20, 000 per aircraf t up to 200 aircraft and $15, 00-0 for 
each aircraft over 200 and 5 per cent royalty on spares 
over the lifetime of the aircraft . This latter item would be 5 
per cent on roughly $100 milli on worth of business . 

He wished tc have the approva l of Cabine t to 
invite proposals from Canadair , Avro and de Havilland 
for the production of the a i rframe and the management 
contract . He proposed that manufacture of the engi ne 
be allocated to Orenda Engines Ltd . I t was i mportant 
to set tle the contrac t by August 17th so that Canadian 
companies could share i n the production of the 66 104 1 s 
ordered by West Germany. \-/hen proposals were received, his 
department would scrutinize them carefully and then forward 
them to the Treasury B-::,ard. 

3- During the disc ussion it was said that , while 
a good case could be made f or allocating the contract 
for the engine , i t 1-1a.s risky to depart from t he tender 
principle for the airfra me a nd the manase~ent contract . 
The government should not allow itself to be charged with 
fav ouritis~ in such an important contract a s this. 

4 . The Cabi net , -

(a) confirmed the dec i sion that the 
Lockheed F- 104G aircraft be selected 
to replace the F- 86 in the Ai r Division 
in Furope • 

(b) agreed that the contract for the 
production of the engine for the F- 104G 
be allocated to Orenda Engines Lt d; and, 

(c) authorized the Minister of Defence 
Production to invite proposals from Avro, 
Canadair and de Haviliand for the producti on 
of the a irframe and f or the management 
contract for the production of the aircraf t 
as a Nhole. 




