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Strategic report

SEA had a disappointing year with revenue 
falling by 17% and its adjusted operating profit 
by 36%, the drop mostly driven by the slippage 
of export orders. 
The change in SEA’s revenue over the last four years is analysed by activity 
as follows:

2017
£m

2018
£m

2019
£m

2020
£m

Submarine systems 16.9 7.3 4.7 2.7
Research 2.1 2.3 4.5 5.2
Export defence 6.0 7.1 8.2 1.6
Other defence 
products and support 11.9 13.2 9.6 11.7
Transport 5.9 5.3 9.2 7.6
Subsea 1.9 2.1 2.1 2.9

SEA total revenue 44.7 37.3 38.3 31.7

The submarine systems and research activities have historically been for 
the UK MOD.

The above table shows that UK submarine systems activity at SEA has 
continued to decline since its peak in 2016. Recent order wins in this area, 
both for the UK and export, should see this grow in the coming year.

SEA’s research activity has also continued to show growth and we expect 
the proportion of naval research within this to continue to progress. 

Export revenue at SEA fell significantly. In 2018/19, SEA completed 
deliveries of Torpedo Launcher Systems (TLS) to several overseas 
customers. Expected order wins from new and existing customers slipped, 
and one customer requested a delay on a current programme, on which 
work will recommence in 2021/22. We expect some of the delayed orders 
to be secured in the coming year although timing remains unpredictable.

SEA’s transport business saw a 17% fall in revenue following delivery of 
a large initial batch of Red-Light ROADflow systems to Network Rail in 
2018/19. Underlying UK and export ROADflow sales increased slightly 
with the revenue from annual support and maintenance for the existing 
installed base of systems now worth over £1.5m of revenue per annum. 

The decline in submarine systems work has resulted in a higher proportion 
of revenue being derived from less predictable orders. For instance, SEA’s 
transport contracts are typically on short timeframes from win to delivery, 

usually a few weeks to months. SEA’s opening order book as at 1 May 2020 
does provide higher cover for 2020/21 with over £18m of revenue on order 
compared with last year’s cover of just over £12m. However, revenue 
visibility for SEA is shorter-term than we have seen historically, and we 
expect this situation to continue until longer term naval programmes (UK 
and export) are secured for submarine communications and TLS products. 

A recent submarine communications order for an export customer and 
new UK orders including more substantial work on the Dreadnought class 
underpin our expectation that this revenue stream will begin to grow again. 
For TLS, a number of overseas navies are regenerating their fleets and 
this provides good opportunities for long-term significant work for SEA. 
Nevertheless, the timing of export orders remains unpredictable and 
slippage of specific opportunities for TLS negatively impacted SEA’s 
revenue in 2019/20.

During the year SEA trialled its new Anti-Submarine Warfare (ASW) system 
based upon its 16mm diameter towed sonar array (Krait) with the Portuguese 
Navy. This activity was supported by EID in country. The system 
successfully detected and tracked a submarine in a live environment. 
Further trials are now required and we are working with the UK Royal Navy 
to test the system on a Type 23 Frigate in the coming year.

SEA’s Subsea division saw revenue grow by nearly 40% with increased 
support activity offshore. As a result of the recent sharp fall in the oil price, 
the current market for this division is challenging and strategic options for 
the Subsea division are under review.

A restructuring exercise was completed in late 2018 to integrate back-office 
services at SEA at its Barnstaple site and make a small reduction in direct 
costs. The weak performance during 2019/20, including a disproportionate 
fall in adjusted operating profit when compared to revenue, and the current 
shorter-term nature of SEA’s order book indicate that a further cost 
reduction is required. This exercise has begun and will be largely complete 
by the end of July 2020, realising an annual saving of £1.3m at a cost of 
£0.7m. These changes are intended to shape SEA’s cost base to its current 
level of activity, while ensuring it is ready to deliver when longer-term 
orders are secured.

During 2019/20, SEA completed the integration of J+S, the latter now 
being dormant. A new management and reporting system, the same as 
that used by MASS, went live in February 2020.

Subsidiary reviews continued


