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Good afternoon.  Firstly I’d like to thank Subsea UK for offering me this opportunity to address you on a subject, which is near and dear to my heart.

The topic I’ve been allotted for the next few minutes, is the issue of Developing Skill Sets for the Subsea Engineering Sector across the UK and to do this I’d like to share with you the experience of my company – J+S Limited or as you may know us from the past J & S Marine.  We are an SME company, wholly owned by the Directors and Managers.

As a company we employ around 120 people, with a group of 15 based in Aberdeen, providing engineering support services to the North Sea Oil & Gas sector.  The remainder of the workforce – just over 100 people are based in Barnstaple North Devon – not quite as far away from Aberdeen as you can get in the UK – but still some 600 miles distant .

Our company can trace its roots back over 50 years and is firmly established as a provider of equipment support services – predominantly sensors – to the Royal Navy.  As an example of our activities in this role, we are the principal sonar sensor support company in the UK, providing services such as spares provisioning, logistics, repairs, obsolescence management, and technology insertion for a multitude of sonar assets.

Our Defence business will, this year, turnover just over £9.0m, whilst our Energy businesses will have a turnover of around £2.5m.  The business as a whole, is on track to deliver an EBITDA of around £1.4m on sales of £11.5m.

Next year, not unsurprisingly, given the current economic climate, we expect our Defence business to experience only modest growth and that will primarily come from increasing export activities.  By contrast, we are planning for the Energy business to grow from this year’s base of £2.5m to over £4.0m.

Given that we have only 15 employees in Aberdeen – how are we setting about achieving this?

So, back to the exam question – Developing Skill Sets for the Subsea Engineering Sector across the UK.

Our Energy business splits into two – the provision of subsea asset services to the Oil & Gas sector, predominantly in the North Sea, and the supply and installation of medium and high voltage subsea connection solutions to the wave and tidal sectors of the Marine Renewable Energy market place.

I will deal briefly with each of these in turn:

Firstly, let me address the issue of support for the Oil & Gas sector.

Our fundamental mantra has been “Do in Aberdeen what needs to be done in Aberdeen” and by extension, therefore,  “Don’t do in Aberdeen that which can be done more effectively elsewhere”.

The rationale for this philosophy is quite straightforward:

Firstly, Aberdeen is an expensive place to do business – typically salaries in Aberdeen are at least 20% higher than in Barnstaple for the equivalent skills and experience and frequently 30 – 40% higher.

Secondly, recruitment and retention are difficult issues in the Aberdeen market place, particularly for a small organisation such as ours.  When we appointed Matt Blair as our Oil & Gas Director in late 2007 – he arrived to find the entire technician support team of four in the process of leaving!

Finally, it would be impossible for a company such as ours to replicate in Aberdeen the total extent of the capabilities that we have in Barnstaple and yet to exploit fully the potential J+S has in the Aberdeen market place we need to utilise the whole nine yards of our capabilities.

So what is our business model for Oil & Gas support services?

In Aberdeen, our Engineering team provides the front line customer interface.  They are deliberately badged as “Account Engineers” and we expect them to sit with their customers, work up the engineering solution required and project manage the delivery of the agreed solution.

Many of the details of the provision of the engineering solutions will be worked through in Barnstaple, drawing on the specialist resources of the 40 strong engineering team resident there.

As an illustration, we have limited mechanical design and drawing capability in Aberdeen, utilised primarily in proposal preparation and for initial design discussion purposes.  This capability is then backed up by a full mechanical engineering and DO team – five strong in Barnstaple.

With full video conferencing capability between the sites we can ensure effective communications between the front-end Aberdeen Engineers and the Barnstaple back office in delivering our customers’ requirements.

The technician support team, resident at Aberdeen, is vital to both the preparation for, and the delivery of offshore support activities and also the repair and refurbishment of subsea assets, which is the backbone of our support business.

Increasingly, however, we are being called on to provide engineered product solutions for field extension programmes.

These could be fully populated stab plates, derivatives of our pressure compensated housing, encompassing electrical distribution systems, transformer housings, chemical filters etc, preparation of umbilicals or bespoke engineered assets.

In Aberdeen we do not have the capability to deliver production in any volume – but we do have a fully equipped production capability at Barnstaple with a shop floor team of 25.  Consequently, any production activities are transferred to Barnstaple where a full inspection, test and quality regime is in place.

In order to fulfil this dual site servicing of the Oil & Gas sector we have had to rethink how we do business in Barnstaple, which is after all predominantly a Defence operation – and we have had to re-equip our skill sets there.

Firstly, our design systems have had to be tailored to meet the timing requirements of the Oil & Gas world – inevitably more immediate than those we encounter in Defence.

Secondly, we have had to gain familiarity with and competence in a completely different standards regime – quite an investment.

Thirdly, in order to meet the typically demanding timescales for our Oil & Gas customers we have had to significantly “up our game” in concurrent engineering – managing through production whilst finalising design – always a challenge!

Finally, we have skilled up to provide back-up offshore support to the Aberdeen team with some of our Barnstaple technician team.  This has necessitated gaining offshore certification for the Barnstaple team and a number of them have also needed to gain accreditation from connector suppliers in order to provide connector termination services in support of deployments.

I’d like to turn now to the Marine Renewable Energy market, where our initial focus has been on the provision of subsea connection solutions to enable wave energy converters and tidal turbine developers to attach their devices to subsea hubs.

As an engineering solutions company, we could see huge potential in delivering our services to the myriad of engineering problems facing both device developers and infrastructure providers, as the potential for harnessing wave and tidal energy in UK waters becomes a reality.

However, we felt it was important to approach the market in a focussed and measured way – initially offering an affordable solution to the thorny issue of subsea electrical connection.

We were delighted to be awarded a contract by EMEC in early 2008 to develop and qualify pressure compensated splice housings for connection at their wave and tidal sites.

In Barnstaple, we invested in our electrical engineering team – recruiting specialists from the power industry.

We also needed to strengthen out mechanical team, since in reality we uncovered more mechanical than electrical challenges in completing the qualification process.  

Finally, we needed to strengthen our fibre optics capability and particularly our capability in fibre optic splicing and terminations.

Utilising both the Barnstaple and Aberdeen technician teams, we then needed to train staff in the assembly and disassembly of the splice at sea which has to be completed within a two-tide window from bare cable ends.

The splice housing qualification is completed and we will shortly be deploying to the EMEC wave and tidal sites, off the Orkneys, to terminate and splice a number of their cable ends.

Having completed the splice housing development, we are now in the process of developing a low cost, high voltage, dry mate connector.  

We have also recently embarked on a Knowledge Transfer Partnership programme with the Renewables team at Exeter University to develop position and load monitoring systems utilising our through-water communications expertise developed for the naval market to facilitate ship to submarine communications.

We believe that most of the opportunities for growth in our business over the next few years lie in the Marine Renewables and Subsea Oil & Gas sectors and these opportunities are significant for J+S as we increasingly redeploy our Defence industry skills – be they software, mechanical, electrical, electronics, acoustic, systems engineering or production in support of the Energy markets.

Our front line presence in Aberdeen is critical to our Oil & Gas business development and increasingly important to the Marine Renewables sector, given the level of activity in Scottish waters and the positive approach to Marine Renewable energy generation of the Scottish government. 

My message to our local Regional Development Agency, the South West RDA, which is shortly to be disbanded and replaced by a Local Economic Partnership, is “get a move on” with the South West Wave Hub.  There have been too many delays with the programme and the South West is in danger of missing a major opportunity.

Finally, let me address a supplementary question from Subsea UK . . . .  What do J+S need from politicians?

Firstly, a positive attitude to SMEs by Government.  In particular a recognition and incentivisation of our role in bringing innovation into the sectors that we serve is vital.  In this area the R&D tax credit is extremely helpful and could perhaps be expanded in both scope and value.

Secondly, we need investment support in the Renewables areas.  The ETI funded programmes have been big ticket and not really targeted at SMEs.  The TSB Programme funding we have found to be patchy and inconsistent to date.

Thirdly, we need support in the investment that we make in training and re-skilling.  We find that training support is at best haphazard and could be much more effective if delivered in a more cohesive, consistent manner by government agencies.

Finally, we need support in the recruitment and development of young engineers.  Our raw material is the bright engineering graduate, an all too rare breed.  The young graduate, however, is not the finished product and needs considerable support and mentoring in the early stages of his or her career.  For SMEs this is an expensive but essential burden.  

At J+S, we have around 45 professional engineers in total, over half of whom are over 50 and a worrying number of those counting down to their planned retirements.  

We have to develop our engineering pool with young graduate recruitment and training and this is an expensive investment.  I don’t have the answers to this challenge but I do know that help in this area for companies of our size is essential.

At J+S, we are excited about the future in the subsea Energy sector.  I hope, over the last few minutes, I have conveyed some of the challenges we face to you and a little bit of our passion for our markets.

Thank you
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