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r' ! 18th July, 1940,
i Bl T
The Rt Hon Sir Keith Joseph, MP, Bt,
 — secretary of State for Industry,
i pepartment of Industry,
I ! Ashdown House,
123 Victoria Street,
London. SWIE 6RB
L & — )
I i Desr /@% :
_‘ As you know I decided to conduct a review of the INMOS project betaus
’:i months had elapsed since we decided, on the basis of INM85.119798::;S:F:::
- plan, to approve a second £25 million in NEB funding for the project. The
— l review which has taken about four weeks, was conducted by a team under Mr g
R Jefferson, Chairman and Chief Executive of British Aerospace Dynamics
( Group and an NEB Board member. In laying down detailed terms of reference
T for the technical and commercial e

valuation of the project, Mr Jefferson drew
on advice from Sir Robert Clayton, Technical Director of GEC Limited, also an
| NEB Board member. 2

The review was split into four sections:
e (@ An examination of INMOS' management structure and of the company's
’ pProgress to date in establishing a capability. in the following areas:
5 design, production, marketing, and cost and quality control.
- -

b A detailed technical evaluation of those INMOS prodgcts already at the 80
P Prototype or design stage. This evaluation was carried out by a tealr)n -_,
\ from the British Aerospace Dynamics G{oup who had themselves estab-
’ o ame lished a MOS chip-making facility at BAe in Stevenage.

(c)

Two studies, by independent consultants (DATAQUEST afm:hMOSQ-}Ei),h:gg 82!
are both leading North American consultancy f“'"_’s)& : ;\av:ket with R
Semiconductor market and of INMOS' position in ) h: s deind

Particular reference to the fact that future supply mig ;
or Vice versa).

———

: : ket growth, and :
based o relatively pessimistic assumptions on price, market g g
th

‘ ' A0 examination of INMOS' financial plans including sensitivity analyses : 84J

i €.
® speed with which the company would gain market shar
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' nagement structure is
that INMOS' ma ] !
The review team conclggsdis particularl)’ strong in design and produc
he comp

' first products (the 16k tati

d that the ished that INMOS' fir statje
EZEEgisgl evalua“gn er?wtiibfl?li;a which have already been announced) arg at the
64K dyna

RAM and the

o and both products are on target, The
leading edge Of‘MOOS; tt!igh:/oc}rl%y market for MPS fi;t;h')it;( ri‘i?@iite%\:that,
independent studies r competitors have made very iha n}mrgeto;,nd o
because INMOS ma)?d well be amongst the first on RAM should a] ’Op;c’V‘dEd
16K static RAM cou ful, the INMOS 64K dynamic lod o aitd 13nt ool
the design is SUCCE?S ’ortunity. INMOS has assemb.e a ,\: ry[haef tE team
within the window of OPSkills appear to be at a premium. For the U_ureZ the
at a time when delsll%r;velped series of new product plans encompassing inter
c?mpingx[\:r?s?onwgf i-ts current and CMOS technology.
alia a

generally
tion, The

il S' financial situation shows clearly that
* Err— examlr}?;;?gnoifn”\s:;opast year have reducledf_the p_L;rcha;smg
the high rates of UK in equity envisaged in the company's matnlcxe?]hgnacr;sd
power of the 55_0 ml“ltc;r; increase in UK building _Costs,. h:(lbi?;eii ayn e
This, and in particular mpany's first UK production unit ot
the case for sltr:ngci]h;pcaonypcan take advantage of grants and o

Area, where the

assistance which might be available.

th evie m i de b
i fi at the techr ical plogless_ a )
At the same time e w tea ound t : : : l)’
the compa b .l the last 6\119 onths has Qleatl)’ II']CICG?SEd INMC:(S CO de CEll’
ts ab ly l()lnla ufacture its p[OdUC[S success U“)’ 1 the U As a IieSU]
| g hl l Kn K) it v (l) 15 be pOSSiblC or UK1 and
lb t the compan i tisfied that it wou il
objective ) S Now satls § i
thel Ie(l)h I,(J](l centre )tloloperate sepalately, PIOVldCd the geograp cal separa
gy

tion is reasonable.

i ing on 18
The NEB Board cons findin h i t its meeting O
i t indi f the review team a e
dered the findings o : ,
July, 1980. It agl‘eedl that in the light of progress mfadetby the company to da
it {N(’)Uld bt; unwise to call a halt to the project at this stage

\lion, INMOS
initial £25 million, i
i icted to the initial B to dispose
i d whether, if restricte g :
coid e COTSId;r?nm - profi’table L e:atblil:gthis eventualltYlHLz
cou}d . de\:welcéPn s at a profit. The Board noted tha and conesniugle Al i
s i \?ldl lEobably close down its UK operatl'c;‘rls‘lty Snalyses done b);.isks
i thepCOIOrado Springs factory. The s_en_slt'lr\:/ Y sumptions, heivable
res{JUFCEtS 2?71 indicate that, on the most pessimis 1.t gl conce -
rezlevr:edeto this option are excessively high, though.r: would remain VZ"LEB.S
a't] icthe Company would survive. In any eve_znt, gezl“lt Qof disposal of it
:of at least five years and the earliest practicable date
shares at a profit would be mid-1985.

On the other hand the

L ! review has
million mdNCtBlfundmg, INMQOs ‘ger:?::sttr:te that, with o addit

i na at less pj iti
efglcxtei::ile date fsorngiposalagfgfhari:lg would ebe r;%it: lSOEt for jt consoigzlraﬁfs

“Thi ; e NEB! a ’

early-1984. -This .Dptlon would fy)gj) thesos 'ares Would be br’ou;‘gtt,er earliest
would secure transfer of IN| techno] 19ina] ajm, set for N ward tq
result in 75%-80% of the company’s g 0 the Uniteq ; since j
The INMOS technology Centre woylg pe B PUt being j

A S countp b

UK-based microsprocessgp design ang m;iief;"id’ and with it the);)myspigcfzautf}sé
- 2l (o} g

Board‘ﬂoted that s r nalyses dop, uring OPeration, Howevyer the

financial advantage in favour € reviey g e

assisted/steel closure are

a beca
which should be availab)e

use of the Govern

sited ip an
to offset the im ment drants ang gge loa
building costs. The releyant financia] cgmg::i;o%figfslpgllftlon, in particyjap cTn
ows:
ng\/lﬂiINED FACToRY IN
£ 1 ASSISTED
BRISTOL AREA
1984 Book Value/Share (£) 1
1984 PBT (&m) 25:20 12T
Peak Borrowing (aM) 45,2 ;22
Peak Gearing 0.88 0.66

South Wales, provided

including discretionary grants, outlined above,
the NEB Board on 18th July, 1980.

The NEB therefore agreed that it sh
ment for a secon
Private sector fj

This decision was endorsed by

ould confirm its request to the Govern-
d £25 million of public funds for INMOS. We have looked at

-examine this when the project is more advanced.
in the light of the comprehensive review it had
ment would be able to give speedy consent Lo_ Fhe
Proposal. [ myst emphasise that there is a need for an urgent positive decision
by the Government, because if the Government decides not tp grant the second
£25 million the NEB and the taxpayer are currently wasting money on the
INMos facilities in the UK which would be better spent pushing ahead with a
Purely ys Company.  There is therefore great urgency for a Government
decision jn, favour of the NEB's proposals.

{r
/ .

The Board hoped that,
undertaken, the Govern
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