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October 2I, 1958

The Hon. Ceorge R. Pearkes, V.C.,
Minister,
Depa,rtrnent of National Defence,
OLtar.,a, Ontario.

Dear ltr. Pearkes:

The purpose of this letter is to confirm
so&e of the remarks I made during our meeti"ng in yor:r
office on Thursday, October J-6tir, to the followirlg effect:-

That, on the basis of installang the
Hughes ]'IA1 fire control systern, and the adoption of the
Falcon and/or Genie nissi-Ies, and as the result of other
substarrtial econonries and savings pr.oposed by the Company,
it is now estimated that we can produce arrd deliver 100
operaiional Arrow aircraft, complete i-n all respects
includlng the Iroquois engine and the IIAI fj.re eontrol
system, for approxi-rnate\y $3r5OOrOffies
the development and tooling costs, 'r.rhich it ls acsuned
wonld continue in accordance wj-bh existing contracts, md
the surall- anoru.tt of GFE presentJ-y proposed. However, the
origi-nally estirnated cost of development, that is, on the
basis of the 37 aircraft programr:re, l*ouJd also be substant-
ia1ly reduced, inasmuch as lhe l.ast 17 of these aer.oplanes
have been calculated as part of the aforementioned. 1OO
operalional aircrafto

In order to substantiate the ve.lidity of
this estimate, and on the basis that it would make a sub-
stantial contribution to the Governmentts dellberations
concernlng the Arrorv pncgrarnme, i-t r.ras stated that, the
Company r.pul-d be prepared to enler into a fixed-price tJrpe
of contract on the basis of $317501000. for a complete,
operational aircra.ft, including the Iroquois engine and the
l,UtI fire control system, excl_uding only GFE.
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It is realized that, in essencer t-his j.s
a statement of intention i-n principle, and that a defini.tive
proposa.l would have"to be submitted, outl-ining ihe terms
of contract, and clarifying and deflning the specifj"cation
in detail in accordance r.r'ith our normal practice.

Should you wish it, Auro Alrcraft and Orenda
Engines would. be hapl:y to prepare proposalg in conjunction
'*.ith the Officers of your DeparLment arrci the Department of
Defence Production in line with the principles outlined in
this letter.

Youre sincerely,
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