Weish Development Agency

Outline:

This document contains mentions of Dragon Data and related items in the Welsh
Development Agency (WDA) records held at the National Archive Kew London,
from Feb 1982 — May 1984.

Notes:

« Extracts are presented in chronological order.

e The embedded bookmarks contain the original filenames the PDF was
generated from, the first 6 numbers represent the year and month of the page
(<YYYY><MM>)

e During the period of Dragons reign the parent company Mettoy was in
financial difficulty and also involved with the WDA, these references have not
been included unless directly related to Dragon Data.

e This document does not contain the October 1982 memorandum which
outlined the financials etc. for WDA’s review, in relation to getting funding.
The memorandum is available as a separate document.

Disclaimer:

I've done my best to present the extracts in chronological order but due to limited
time on the day at the National Archive vs the number documents, there is the
possibility some references maybe out of order.
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said (paragraph 3 above), there is a lack of modern property. This
size of course usually goes to tenants from outside Wales,

including projects from aborad. At the moment we have a very good
prospect of letting a 50,000 sq ft factory at Kenfig. @ The market

for the size is however specially speculative - the property at Kenfig
has been vacant for 6 years. I propose however that we should
provide a further 50,000 sq ft factory; otherwise, once the Kenfig
property is let, we will have no modern 50,000 sq ft factory available
at all in South Wales., Because the Government incentives are
specially significant for this size (see paragraph 2(c) above), I
propose that it be located at Rassau, which is in a special development

area and gets the maximum Government incentives.

IAN GRAY
9 February 1982
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Company Name
Location
Enquiry No.

Trade/Turnover/Staff

Amount Required
and Purpose

Comments

BE7L1
a Roose Ltd
Oxted

E7L5
Andrew Zerk
St Dogmaels
Cardigan

E%Q6

Chepstow Typesetters
Ltd

Avonmouth, Bristol
moving to Wales

E?LL%
Timberfell Ltd
Llanboidy

E750 '
Semtek Developments

Llanelli

E752
Mettoy Limited
Swansea

E753
Pieter J Rippen

i w

Dress designer., Cost
of dresses £160 upwards

Manufacturers of wooden
sheets

Typesetter and letter-
press printer
Staff : initially 28

Timber felling, surgery
and products X

Machine shop and
injection moulding
operation

Computer manufacturers
T/o : £30 million

Piano Action and key-
board project

Taking over Jonro
Fashions in Denbigh.
£,0 - 50,000 for
working capital

New venture. &£5,000
subsidised loan

Amount unknown

£50,000 ECSC. £10,000
secured loan to assist
with the erection of
premises

£6,900 ECSC for the :
purchase of machinery

Amount unknown for
development of a
computer

ProJject to continue the
BPA business by buying
the assets from the
receiver

Requires resolution of
security arrangements
with ICFC before it can
proceed to investigation
stage.

Meeting to be held.

Proceed to application
stage.

Proceed to application
stage.

Banks involvement needs
to be determined before
Agency can proceed.

Further information
awaited.

Meeting to be held.
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5. Other building contracts completed were an extension of 1,400 sq.ft. for
Porcelain of Italy Ltd, Maesteg and the provision of additional office/canteen
facilities for Gould Activair Ltd, Wrexham.

6. A contract was let under the Agency's programme associated with the run-
down of steelmaking in South West Wales for the first six advance factories
totalling 74,500 sq. ft. at Dafen Industrial Park. A contract was also let under
our normal programmes for eight advance factory units to provide 9, 000 sq. ft.
at Cillefwr Carmarthen,

7. Other contracts were let for an extension of 12, 432 aq.ft. for Penny & Giles
Ltd, Pontllanfraith and for the sub-division of the ex-Shelley Ltd premises at
Corwen into eight units to provide a total area of 38, 847 sq.ft. In addition two
civil engineering contracts were let; one for Phase III of the site development
of Queensway Meadows Newport and one for Phase I of the development of

the Mambhilad site at Pontypool.

8. Currently the Agency has £40. 3 million of work under construction with
a further £18,7 million in the various stages of design.

Land Acquisition

9. Several sites in various parts of the Principality have recently been
identified for possible acquisition. The largest is a 40 acre site adjoining
the Industrial Estate at Hirwaun, whilst at Ystrad Mynach and Cardiff, sites
of 20 acres have been identified and also a 15 acre site at Usk. In North
Wales we are investigating the possibility of acquiring 10 acre sites at both
Flint and Conwy Morfa. Smaller sites have been identified at Treforest,
Monmouth, Llanerchymedd (Anglesey) and Drefach-Velindre (Dyfed).

10. We are currently pursuing the acquisition of almost 1, 000 acres of land
and hope that most of the cases will be completed during this financial year.

Enquiries for Sites and Premises

11, Two hundred and thirty enquiries were received in October for factory

units marginally below the previous month but this was compensated by applica-
tions being received for 31 units, eleven more than in September, Lettings

of 20 units (161,140 sq.ft. - 517 jobs anticipated over three years) were approved.

12. The lettings included the 50, 000 sq. ft. vacant factory at Kenfig West
Glamorgan for Dragon Data Ltd, formerly a subsidiary of Mettoy Ltd, but

soon to be floated off. They will manufacture components for and assemble
mini computers. In North Wales Robertson Research took occupation of the

10, 000 sq.ft. vacant factory at Llandudno Junction for the analysis of geological

samples,




Finance
and
Investment
Committee

80/9

80th Meeting of the Agency
19 October 1982

The Board considered the Minutes of the meeting of the
Finance and Investment Committee held on 11 October 1982
which are shown at Appendix A to these Minutes.

Dragon Data Ltd - Mr Rees declared an interest in the
Mettoy Group and withdrew from the meeting during the
discussion of this item.

The Board received a further report from the accountants
commissioned by the Agency which had confirmed the
viability of the project.

The Executive Director (Industry and Investment) reported
that since the meeting of the Finance and Investment Committee,
firm orders had increased to 44, 000 units. There was however
considerable pressure from the Bankers to the Mettoy Group
for the appointment of a Receiver and an appointment had
narrowly been avoided. Efforts were being made to persuade
the Bank that the funds provided to the Mettoy Group by the
sale of Dragon Data would give the group an opportunity of
stabilising its financial situation and would not weaken the
Bank's position in the interim.

The accountants, in their further report, had recommended
that the Agency should seek legal advice on the implications
of an Agency investment in this project. This advice had been
obtained and it was reported to the Board that the Agency's
legal advisers had agreed with the accountants concerning
Section 48 of the Companies Act 1980 and the requirements of
the Stock Exchange in relation to a transaction of this nature.
On the involvement of the Agency as a participator in the
consortium being assembled to enable the purchase of Dragon
Data to take place, the Agency's legal advisers had concluded
that there was no reason why the Agency should not be a party
to an attempt, by purchase of an asset, to rescue Mettoy Lid,
which the Agency had been advised would otherwise go into
immediate receivership if the proposed transaction did not
proceed. The advisers concluded that there were no legal
obstacles to the Agency proceeding.

The accountants had further proposed that the directors of
Mettoy should seek legal advice on the propriety of the
transaction for the Board of a listed company. It was the
understanding of the Agency that this advice had been obtained
by the directors and that to the best of the Agency's knowledge,
the advice received had confirmed that the directors could
dispose of this asset,

The Executive Director (Industry and Investment) further
reported that the terms of the investment as originally reported
to the Committee had been amended in that the funds to be
made available by the Agency would be re-allocated on the
purchase of net rather than gross assets and know-how but that
this did not involve the provision of additional funds,
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WDA/82,/82/10
81st Meeting of the Agency
16 November 1982

CONFIDENTIAL: Limited circulation.

Minutes

81/8

Managing
Director's
Progress

Report on
Inve stment

Activities

81/9

Finance &
Inve stment
Committee

81/10

The following points were made in discussion of the
Minutes relating to investment activities:-

(@) It was reported that the Agency's application for
membership of the Mid Glamorgan County Council
Pension Scheme had been approved by the Council's
Finance Committee subject to ratification by the
full meeting of the Council.

(b)  Align-Rite Corporation - The Agency had been
advised that the additional funds of £1.8 million
had been obtained but confirmation in writing was
awaited with further details of the source.

The Managing Director presented his 72nd Progress Report
on Investment Activities for the month of October 1982.

In discussion, Mr Herbert expressed concern at the
apparent loss to Wales of a new waferboard plant but
complimented the Agency staff on the efficient manner in
which this enquiry had been dealt with.

The Board considered the Minutes of the meeting of the
Finance and Investment Committee held on 8 November 1982
which are shown at Appendix A to these Minutes.

Dragon Data ILtd

RESOLVED:

To approve the appointment of Mr Derek Morgan of
PA Management Consultants Limited as the Agency's
non-executive director on the board of the company.

Triang Toys Itd

It was reported that the company's bankers had formally
confirmed that the Agency was released from its guarantee
to the bank in the sum of £100, 000,

RESOLVED:

To adopt the recommendations contained in Minutes
FIC44 /2 and FIC44/4.



13. Overall the general level of interest in Agency factories, applications
and letting approvals was somewhat down on earlier months.

PRIVATE FUNDING - Appendix 6

Factory Sales and new Development

14, Six tenants have expressed an interest in acquiring their factories in the
last month and these interests are being followed up. A decision is expected
shortly from Wilkinson Sword as to whether they will agree to the restructuring
of their lease to enable the Pearl Assurance Co to purchase the factory as an
investment,

15. The rental guarantee/leaseback transaction with ICFC for the development
of 20, 763 sq.ft. of nursery factory units at Coedcae Lane, Talbot Green

Mi d Glamorgan, has been completed. ICFC had found problems with the
acquisition of the site but these have been resolved and construction will

start shortly. Following recent advertisements in the property press, several
investors are discussing the purchase of tenanted factory unit development

at Bridgend, Pentwyn Cardiff, Kenfig and Barry with Healey & Baker. It is
hoped that several further sales may result from this response.

LAND RECLAMATION - Appendix 7

16. The following three land reclamation schemes were formally approved
in October,

County District Eroject Area Cost After-use
(acres)
Dyfed Ceredigion Tobruk 2D £4,000 Agricultur
Gwynedd Meirionydd Maes Newydd
Reservoir 1.5 £57,000 Amenity
West Glam Swansea Mannesman/ Black
Tips/Flood Lake  45.2  £1,434,000 Industry/

recreatiol

PUBLICITY AND PROMOTION

17, The initial investments by our new venture capital subsidiary, Hafren
Investment Finance, attracted considerable attention from the news media,
both nationally and locally. One of Hafren's first clients, a manufacturer of
dish TV aerials, demonstrated his equipment at a well attended press briefing
at the Agency's head offices and I gave radio and television interviews for

BBC and HTV,

18. The Agency's investment in Dragon Data Ltd made as part of a consortium
formed to continue the development of Mettoy's Dragon home computer also
attracted widespread publicity and there was useful new coverage of our
investments in Handwell Litd, of Cwmbran and Anna Roose Ltd at Denbigh.

3.
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Premises Tenant

Gwent

A/F 4 & 5 B13ina Organic Fibres Ltd.
(2 x 5,000 £5/

279m")

A/F 8 Cv\mfelini Nickelsolar Litd.
fach2(10,000 5/

936m~)

A/F 18 Cwmfelin— Command Enterprises
fach2(3,000 T/ o8 Litdt

279m")

Mid Glamorgan

Deltatronix (Whole-
) sale Security
Components Ltd. )

A/F 22 'I‘Eeorchy

(4,500 £2/420 m°

A/F 20 & 21 D & J Furnishings
Treorchy > Ltd.

(2 x %,000 5/

279m")

A/F 3 PeBallta2 Cardiff Corrugated
(3,000 £°/279m~) Cases

South Glamorgan

A/F 55 Caidiff 2 West N'Welsh Windows

(10,000 £7/936m"~) Ltd.

A/F 105 Portman- One Mane Ltd.
moor Road 2
(2082 £°/193m")

A/F 109 Card%ff Air Call PIC
(527 £°/54 m")

West Glamorgan

A/F E tardaéae Getahead Board
(7,200P1_§T/558m ) Co. Ltd.

A/F 3 Kenfig
(50,000?;5/
4645 m")

Dragon Data Ltd.

A/F 4 Neath 2 Resolven Case &
(4,500 £°/420m“) Packaging Co.

APPENDIX 4 (contd.)

No. of Units Formally Allocated 20

Total Floorspace

No. of Jobs Pramised

Activity Jobs

Mfr. fibre plant pots 25 — 3 yrs
Mfr. & distbn. solar 30 - 3 yrs
panelled water treatment
plant
Mfr. supermarket 38 - 3 yrs
trolleys
Mfr. security equip- 28 =3 8yr:S
ment
Mfr. furniture frames 258 =3 uyrs
Mfr. corrugated cases 10 - 3 yrs
Mfr. windows & doors 45 - 3 yrs
Joinery workshop for N/K
kitchen worktops
Installation & service 2 - 3 yrs
of vehicle cammunica-
tion equipment
Mfr. upholstered head- 258RHEVES
boards
Mfr. & assembly of HOOR=NSBVES
hame camputers
Mfr. pallets & cases 16 - 3 yrs

161,140 sq ft

517 6.






Dragon
Data

Limited

(contd)

FIC43/3

Firm orders had now been received for 11, 000 computers
and total sales of 25, 000 units during 1982 seemed assured.
A more detailed analysis of cash flow had revealed a cash
requirement of £2.4 million excluding bank finance. It was
now proposed that the split between equity and loan funding
should be as follows:-

£'00

o

Equity Total

Loan
Prutec 735(49%) 441
Agency 449(29%) 269
Others 316 190

1,500 900  £2,400,000

The Prutec board had approved their investment subject to
confirmation of the availability of additional funds. Due to
difficulties in the Agency providing short-term funds, ECSC

or EIB loan was proposed secured by way of a first charge on
fixed assets,

The following points were made in the discussion:-

(@) It was confirmed that in determining this application,
the Agency could not be directly concerned with the
survival or otherwise of the Mettoy company.

(b) It was proposed that the board of Dragon Data would
comprise two non-executive directors appointed by
Prutec, one director appointed by the Agency and one
director appointed by the two other subscribers,

In addition, the Chief Executive of Dragon Data
would also be a board member.

(c) It was agreed that there was a need to motivate
company executives either with the provision of share
options or bonuses together with service contracts.

RESOLVED:

To recommend the Board to approve an Agency investment
of £718, 000 in Dragon Data in the form of £449, 000
ordinary shares (29% of the equity) and a loan of £269, 000
subject to the following conditions:-

(@) The new company should be established in
separate premises from Mettoy;

—h=



Dragon
Data

Limited
(contd.)

FIC43/3

Align-
Rite
Corporation

FIC43/4

(b) the managementteam of the new company should
be dedicated to the company's future and not over-

involved in the restructuring and future management
of Mettoy;

(c) the purchase of all components for the computer - ir
principally mouldings - should be on an arms length

basis from tools in the ownership of the new company
and

d) Peat Marwick Mitchell be commissioned to advise on
the implications of purchasing assets from a public
company known to be in severe financial difficulties

and to advise on the form of investment and structure
of the new company.

At its July meeting the Agency Board had approved in principle
an investment proposal of £1 million in a new high technology
company to be set up in South Wales to manufacture photomasks
for the semiconductor industry. The investment would be in the
form of £425, 000 equity, £325, 000 cumulative redeemable
preference shares and £250, 000 ECSC loan secured by a first
charge on fixed assets. The approval of the Board was subject
to the final investment package being submitted to the Board
prior to any formal offer being made to the company.

The ExecutiveDirector (Industry and Investment) reported to
the Committee on his visit to the company in America to ’
inspect the manufacturing operation, identify the sources of
additional equity funds to be raised and to assess the capability
of the senior executives of the company to run the UK operation.
It had been agreed with the Managing Director of Align-Rite
that certain management weaknesses existed and in the event of
an Agency investment, it was proposed to supplement the
proposed technical and sales marketing executives with a well-
e xperienced top executive and a fourth individual to liaise with
the parent company and the European customers for the project.

The Agency had undertaken to assist Align-Rite in the selection
of the appropriate chief executive.

The following points were made in the discussion:-

(@) It was confirmed that the Agency investment would

not be made unless the additional funds of £1.8 million
would be available from other sources.

(b) Mr Holland referred to the poor results performance

of the company over the past five years but noted the
significant improvement during the past six months.



INVESTMENT PORTFOLIO, QUARTERLY APPROVALS AND PROGRESS
SUMMARIES - Appendices 4, 5 and 6

7. There were seven approvals for new investments which increase the
portfolio by £1,165, 000 - details are as follows:-

Agency funds
as % of total
new funding

Dragon Data Ltd. £535, 000 (equity and
Swansea loan note) 22

Torch Computers Ltd

Caernarfon £250, 000 (equity) 100
(Institutional investors
already involved)

Manufax Engineering Ltd

Sandycroft £100, 000 (ECSC loan) 60
Primographic Co Ltd £100, 000 (pref shares and 100
Brecon loan - previous

investment £50, 000)

Messrs Owen & Nicholas

Bangor £35, 000 (subsidised loan) 50
Valdon Ltd Abergorki £25,000 (pref shares) 100

£1,165, 000

8. It has been necessary to make two small adjustments to the portfolio.
Another pottery company has failed and a receiver/liquidator is to be appointed
to Pedler Cycles in the next few days. Although Midland Bank will lose
heavily on Pedler Cycles, the Agencynvestment is very well secured and no
provision seems necessary. Details are as follows:-

Dragon Pottery Ltd £50, 000
Pedler Cycles Ltd £30, 000
£60, 000

SMALL BUSINESS ACTIVITY

9. The following summary shows the activities of the SBU in October:-
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