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TORNADO PROJECT = COMMERCHAL NEGOTIVATILONS

1. SUMMARY

SUBSTANTHAL AND SIGMIFICANT PROGRESS WAS ACHIEVED ON

5 JANUARY W& A VERY FRUENDLY MEETHNG WITH PRINCE SULTAN. PRICES
FOR ALL OF THE AIRCRAFT (TORNADO, HAWK AND PC-9) WERE AGREED
TOGETHER WITH ACCORD BE!ING REACHED ON PLAGING A TOTAL VALUE OF
' FUWE BILLION POUNDS ON THE PROJECT FOR ALL OF THE MIRCRAFT AND
THE ANCILLARY EQUIPMENT AND SERVACES REQUIRED FOR THE THREE YEAR.
PERIOD COMMENCHNG 15TH FEBRUARY 1986. WE ALSO AGREED THE

PRICES FOR BUYWHG BACK THE LMGHTNING AND STROMASTER AIRCRAFT. 3
THE DISCUSSHONS ALSO"COVERED THE NEED FOR A LETTER LUAKING THE S £ N
04L DEAL TO THE ARCAFT PROJECT AND FOR A FACILUTY TO PROVIDE
EMMANCHNG OF IIMBALANCE BETWEEN THE NEEDS OF THE PROJECT AND THE
FUNDS TO BE GENERATED BY THE O/ DEAL. OUR ONE CURRENT ANXMETY
REMAINS THE LACK OF RECEWPT OF THE PROMISED ADVANCE PAYMENTS

BUT SULTAN PROMISED TO ACHIEVE PAYMENT OF THE FRST POUNDS STERL!ING
50 MILLIONS WITHIN TWO DAYS AND THE SECOND 1t EARLY FEBRUARY. R

2. DETAIL

A. ACCOMPANIED BY HMA,: DG/SAP AND DIXSON OF BAF:: it MET PRIWNCE i i
SULTAN ON 5 JANUARY. HE WAS ACCOMPAMIED BY GENERALS BOHAIRY LA
AND EDREES OF THE RSAF (1T WAS NOTABLE THAT THE COMMANDER RSAF :
GENERAL HAMDAN WAS ABSENT ON UNSCHEDULED LEAVE). THEMEETING
WAS BUS.INESSL)KE AND CONDUCTED W& A CORD:WAL ATMOSPHERE WA TH
JOUCHES OF HUMOUR FROM THME TO TUME. T WAS THE CLIMAX OF A '
NUMBER OF MEETHNGS BOTH FORMAL AND .mKﬂm.- \6 ,'
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" B. PRICES (ALl i POUNDS §
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TERLING | WERE “AGREED Fop THE AIRCRAFT
AS FOLLOWS
= PURST 20 DS TORNADOS,. TWENTY one POINT FIVE MILL 10N EACH,
= IDS TORNADOS,: 21 To 48 wwcy,- TNENTY FUVE POINT Tyo MILLYION
EACH.
= 24 ADV TORNADOS, TWENTY FUvE pognT TWO MILLHON EAcH,
30 HAWK MK 65, FINE POINT THREE m14Lyon EACH.
= 30 PC9, TWO POINT EIGHT MILLHON EAcH. e
THIS PACKAGE TOTALS ONE BuLLnON MINE HUNDRED AND EwGHTY Thpep it
MILLION POUNDS APPROXIMATELY. Fop ROLE EQUIPMENT,, spages,: Fik
WEAPONS!, TRAINING, UKMOD/DE'S AT » PER-CENT AND EARLY CONSTRUCTHON
WORK, WE HAVE AGREED TO LuMIT THAT REQUIRED T0 BE SPewt ANp -
COMMITTED DURING THE THREE YEAR PEmilop F 3 o0
FINGURE OF THREE BILLON AND SEVENTEEN MILLION POUNDS Gimimg A
TOTAL FOR THE PROJECT OF FivE BILLION POUNDS. THE scALIng
REQUIRED TO ACHIEVE THE THREE YEAR FIGURE ns ACCEPTABLE ToO THE

RSAF,

C. THROUGHOUT THESE RECENT DISCUSSIONS:,! #: HAVE WNSISTED THAT '
THE 132 AMIRCRAFT ARE THE CORNERSTONE OF THE AGREEMENT BETWEEN B
THE TWO GOVERNMENTS AND THAT THESE HAVE TO BE !INCLUDED wiTHIN

THE FIIVE BILLINON FHGURE. THE ACCEPTANCE OF THIS ARGUMENT By

SULTAN HAS 0BV:IOUS HHPLIICATIONS FOR NNCREASES TO THE TOTAL PRICE

OF THE PROJECT FROM TAME TO T4ME. ;

D. WE AGREED THE NEED FoR AN EXCHANGE OF LETTERS TO RECORD THE
ABOVE AND THIS 4S5 i HAND FOR DELUNERY 7 JAN. WE WAVE ALSO AGREED
A TARGET DATE OF 15 FEB 86 FOR SIGNATURE OF LOAS 1 AND 2
(AIRCRAFT 1 ROLE EQUIPMENT AND SPARES) ARD WE WILL ALSO WORK TO
ENSURE THAT LOAS 3, 6 AND 10 ARE READY FOR SHGNATURE ON THAT DATE,

' )
E. SULTAN ACCEPTED THE NEED FOR A LETTER LANKING THE 014 DEAL TL

THE AIRCRAFT PROJECT. WE WILL TABLE A DRAFT ON G‘JANUIRY .'
SUBSTANT:IALLY N THE FORM AGREED WHITH SHELL AND BP AND Vl:M.CH HAS bor ‘ A

BEEN SEEN BY THE SAuDI, MIBISTRY OF PETROLEUM. T
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F. DISCUSSHONS CAN NOw BE COMMENCED ON A Fi®NANCING FACILHTY
TO COVER OIL DEAL/ AIRCRAFT PROJECT WMBALANCES (1IN EFFECT AN“_
OVERDRAFT FACIWYTY). WE WILL MAKE APPROPRUATE ARRANGEMENTS FOR

THESE ON 6 JAN,

6. AFTER SOME GOOD HUMOURED BARGAINING WE AGREED TO BUY BACK THE ‘
LIGHTNINGS FOR ONE poyyT FiIWVE MILL'ION POUNDS EACH AND THE :
STRIKEMASTERS FOR TWO HUNDRED THOUSAND POUNDS EACH. WE HAVE ASLO '
AGREED TO SHARE ANY PROFUTS ARHGING FROM SUBSEQUENT RE-SALE AND .

TO AGREE A SEPARATE FaGURE FoR SPARES AND GROUND EQUAPMENT nN O
DUE COURSE. Twas peaL ns wor MATERMALLY Di€FERENT FROM THAT Jiri
WHIICH MY PREDECESSOR AGREED wa MAY 84, .
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3. CONCLUSHON
& AFTER THE PAST FEW MONTHS OF BARGAIMMNG,! il: CONSIDER THE ABOVE .
TO BE A SATISFACTORY OUTCOME EXPECHALLY AS WE HAD T0 woRK AvAY ' :
FROWM THE AGREEMENT REACHED 1N MAY B4 OF SUXTEEN POINT THREE MILLION :
POUNDS FOR EACH OF 20 #DS TORNADOS AND FOUR MILL'ON POUNDS FoOR EAcH es
OF 24 HAWKS. OUR MAIN TASK NOW IS TO ARRANGE SATWSFACTORY FUNDING R
FOR THE PROJECT AHEAD OF THE FIlRST RECEWPTS DUE FROM THE L DEAL , ok
AN MID TO LATE FEB 86. : 2
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