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Looking for opportunities

Parkmead's half year results reflect ongoing activity at the company's core
producing asset, Athena. Production for the period was 1.85kboed with 1.6kboed
coming from Athena. Per barrel costs at Athena remain in the mid-60's but are
expected to come down after contract revisions with BW Offshore and service
providers. Cash burn during Athena well operations was higher than forecast but
production appears to have stabilised with three fully operational wells from two.
Parkmead retains a healthy balance sheet with £39.4m of cash and total assets
of £109.6m. The company has taken a non-cash impairment of £12.9m relating to
Athena, which remains a marginal field in our view at current oil prices and vessel
rates. Excluding impairment the group reported a post-tax loss of £2m. Financial
performance remains highly levered to Athena production rates, operational costs
and oil price in the short term. We stress that the bulk of our valuation is driven by
the PDL development rather than current production.

Our NAV drops to 253p/share and target price from 210p/share to 190p/share as
we adjust for UKCS tax changes, Athena costs and production, reported cash and
Diever West.

Drivers for Parkmead include:

- Operational drivers: 1) Cost reduction exercises at Athena in order to increase
operating margins 2) delivery of first gas from Diever West in Q415 which has
potentially to triple Netherlands gas production by year-end 3) new producer at
Geesburg.

- Development drivers: Continued progress towards the unitisation and sanction of
the PDL project. The PDL oil hub development will be over 80mmbbls, double the
initial recoverable reserves of Perth stand-alone. We expect Parkmead to continue
to work with partners Faroe Petroleum and Atlantic Petroleum in order to de-risk
the project technically and economically. Service sector cost deflation and the new
UKCS investment allowance should improve project economics, however, uncertainty
on development capex cost and equity ownership remains. We expect further details
on the Platypus development on FDP submission in Q415.

- M&A: Parkmead is one of a few small-cap E&Ps that is well funded for future capital
commitments and is looking to take advantage of distressed asset values in the current
oil price environment. We see M&A as a key value driver in 2015, with opportunities
arising for Parkmead to use its balance sheet to acquire producing assets at well below
NAV.

+ Valuation: The bulk of valuation remains driven by the Perth development and wider
PDL project. Significant uncertainty on project value remains prior to project sanction.
We expect uncertainty to reduce as the PDL partner group firms up equity ownership,
phasing, capex and project funding. Please see detailed NAV valuation attached.

For FCA purposes this marketing communication has not been prepared in accordance
with legal requirements designed to promote the independence of investment research
and is not subject to any prohibition on dealing ahead of the dissemination of such
research. Important disclosures are on pages 4 to 5 relating to Numis Securities Limited,
analyst certification, other requirements which restrict dealing ahead, relevant
investment banking relationships, potential conflicts of interest and additional
disclosures. See www.numis.com/x/regulatory.html for other disclosures.
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Figure 1: Detailed NAV

Parkmead

Ticker
Current Share Price
Implied Return

Resource (mmboe)
Net

Gross

Market Capitalisation
Enterprise Value (EV
Net Cash (Debt)

sked
$/boe

£101m
£139m
-£38m

Risked
NPV $mn

Risked
NPV p/sh

Financial Year End
Reporting Currency
Share in Issue

% Total

Perth Phase 1 Pre-tax UKCS 52% Oil 100% 41 214 6.6 141 102 102

Athena Pre-tax UKCS 30% Oil 100% 9.6 29 35 10 7 7

Netherlands Production Netherlands 15% Gas 100% 13 20 4.3 9 6 6

Liabilities (decomm - tax deductable) , G&A 42) (31) (31)

NPV of UK Tax payments post allowances (22) (16) (16)

Net debt (inc Jan 14 placing) 59 43 43

Faroe Petroleum stake 4.7 3.0 3.0

Aupec 5 3.6 3.6

Core NAV 64 26 164 118 47% 118

Perth Phase 2 UKCS 52% Qil 60% 28 14 8.3 72 52 87 35

Additional Sour Crescent upside UKCS 30% Qil 60% 30 9 8.3 45 32 54 22

Platypus UKCS 15% Gas 50% 17 3 4.3 6 4 8 4

Pharos UKCS 20% Gas 50% 39 8 4.3 17 12 25 12

Ottoland Netherlands 15% Gas 75% 11 2 4.3 5 4 5 1

Papekop Netherlands 15% Oil/Gas 75% 11 2 8.5 10 7 10

Development NAV (Contingent Resource) 136 37 155 112 44% 188 73

Possum UKCS 15% Gas 30% 4 1 1 1 2 1

Skerryvore UKCS 31% Oil 25% 80 24 15 11 42 32

Davaar UKCS 30% Qil 15% 159 48 17 12 82 70

Exploration & Apprasial NAV (prospective resource) 243 73 32 23 9% 126 103

Total NAV 443 136 351 253 432 175
Source: Numis Securities Research
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Figure 2: Financial Summary

Parkmead Ticker

Buy Current Share Price

190p Implied Return

Valuation

Net Asset Value $m p/sh
Perth Phase 1 Pre-tax 141 102
Athena Pre-tax 10 7
Netherlands Production 9 6
UKCS Tax -22 -16

Total 99

Development

Perth Phase 2 72 52
Additional Sour Crescent upside 45 32
Platypus 6 4
Pharos 17 12
Ottoland 5 4
Papekop 10 7
Total 112
Exploration

UKCS 32 23
Netherlands 0 0
Total 23
Liabilities / Associates (42) (31)
Net debt 64 46
Other 5 3.6
Total risked NAV 253p
P/ Core NAV 0.99
P/ Core + Dev NAV 0.50
P / Total risked NAV 0.45
Target price multiple 0.75x
Target Price 190p

Sensitivity Analysis (OECD WACC / LT oil price) 72%/bbl 100$/bbl 110$/bbl

10% 243p 253p 263p
8% 245p 258p 270p

Near term exploration catalyts ~ Timing risked p upside p upside %

Skerryvore 11 32 12.5%

Davaar 12 70 27.7%

Reserves & Resources Wi EV/boe
2P Resernves (company reported) 25.4mmboe  9.0$/boe
2P Resernves (adj for acquisitions) 27.1lmmboe  8.5%/boe
Production & Costs 2012 2013 2014 2015E
Production WI kboed 1.8 15
Production growth % -15%
Core 2P production profile kboed (W)
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mperth Phase 1 ®Athena Netherlands

Assumptions (Real) 2012 2013 2014

Brent Oil price $/bbl 111 108 109 85

Market Capitalisation
Enterprise Value (EV)

Net Cash (Debt)

Key Metrics

Adj EPS (p/sh)

EPS Growth

P/E

EBIDAX (Emn)

EV/EBIDAX

Cash and equivalents (Emn)
Capex ($mn) inc acquisitions
Dividend Per Share (p/sh)
Dividend Yield

Net Debt/Equity (Gearing)
Shares Outstanding (m)

Income Statement £m
Revenue

Cost of sales

G&A

Other

Operating income

Net finance income (expense)
PBT

Non-Recurring Items/Other
Tax

Net Profit (Loss)

Cashflow £m

Cash Flow From Operations
Operating profit /loss

Tax/Non Recurring/Other

Cash Flow From Investing
Capital Expenditure
Divestments/adjustments

Cash Flow From Financing
Net proceeds from Borrowings
Proceeds from share issue
Other

Net Change in Cash

Balance Sheet £m

Cash & Equivalents
Total Current Assets
PP&E
Exploration assets
Other
Total Assets
Short Term Debt
Current Liabilities
Long Term Debt
Other Long Term Liabilities
Total Liabilities
Shareholder Equity

Total Liab. & Equity

£101m Financial Year End June
£139m Reporting Currency i
-£38m Share in Issue 89m
1 2012 13 4 2015E
(0.6) (0.8) 0.7) 16  (16.9)
nm nm nm (1,142%)

69.8x 6.7)x

9.4 18.6 (5.2)

nm 7.5x  (26.8)x

13 7.7 13.3 46.3 37.7
0.1) (3.3 (8.4) (8.8) (16.7)
0.0 0.0 0.0 0.0 0.0
nm nm nm

-23% -42% -43%

77.7 89.4

2011 2012 2013 2014 2015E
3.7 2.9 4.1 24.7 225
(2.0 (1.4) (2.5) (21.4) (28.1)
(5.3) (5.5) (7.7) (5.7) (6.0)
(3.6) 4.7 (5.1) 2.1 (11.5)
0.0 0.2) 0.1) (1.0 (1.0
(3.5 4.9) (5.3 1.0 (12.5)
(0.1) 0.0 0.3 0.2 1.1
(3.6) (4.9) (5.6) 1.2 (12.5)
2011 2012 2013 2014 2015E
1.2 (2.3 4.7 6.7 (1.6)
(5.1) 21 (11.5)

0.4 4.7 9.9

1.9 (2.9) (7.6) (8.6)  (16.5)
0.1) (3.3) (8.4) (8.8)  (16.7)
21 0.4 0.8 0.1 0.2
0.3 11.6 17.9 35.0 0.8)
0.0 3.0 2.4 (3.0) 0.0
0.3 8.8 15.6 39.5 0.0
0.0 0.2 0.1) (1.5) 0.8)
1.0 6.4 5.6 331  (18.8)

1 8 13 46 38
2.9 10.9 17.2 57.9 43.0
0.1 0.2 3.8 30.1 27.4
0.0 3.1 25.8 31.2 36.9
9.3 8.7 6.6 8.2 75

12 23 53 127 115
0.0 0.0 (2.0) .1 (0.5)

(1.1) @42 @11  (105) (9.3)
0.0 (0.0) (0.3) (0.4) 0.0
0.0 (3.0) 0.0 @.2) @.2)

(33) (10.7) (16.0) (27.7)  (29.5)
9.0 12.3 37.3 99.7 85.2

12 23 53 127 115

Source: Numis Securities Research
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The following disclosures are addressed to US-based
recipients.

Analyst Certification

The research analyst who prepared this research report was Sanjeev Bahl. The
analyst hereby certifies that all of the views expressed herein accurately reflect the
analyst's personal views about any and all of the subject security and/or issuer at
the date of original publication of this document.

The research analyst who prepared this research report also certifies that no part
of the analyst's compensation was, is or will be, directly or indirectly, related to the
specific recommendations or views expressed by the analyst in the research report.

Important Disclosure

This research report has been prepared and approved by Numis Securities Limited
("Numis"), a securities dealer in the United Kingdom. Numis is not a registered
brokerdealer in the United States and therefore is not subject to U.S. rules regarding
the preparation of research reports and the independence of research analysts.
This research report is provided in the United States for distribution solely to "major
U.S. institutional investors" in reliance on the exemption from registration provided
by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended. Any
recipient of this research report wishing to effect any transaction to buy or sell
securities or related financial instruments based on the information provided in this
research report should do so only through Numis Securities Inc. ("Numis Inc.").
Numis Inc. may be contacted in writing or by phone: Numis Securities Inc., 275
Madison Avenue, 40th Floor, New York, NY 10016, U.S. phone (212) 277 7300.
Numis Inc. is an affiliate of Numis. Under no circumstances should any recipient
effect any transaction to buy or sell securities or related financial instruments through
Numis.

Numis Inc. accepts responsibility for the contents of this research report, subject to
the terms set out below, to the extent that it is delivered to a U.S. person other than
a major U.S. institutional investor.

Numis, Numis Inc. and/or their affiliates, directors, officers, and employees may
have or have had interests, or long or short positions, and may at any time make
purchases or sales as a principal or agent of the subject companies mentioned or
referred to in this report.

The research analyst who prepared this research report receives compensation
based upon various factors (such as the general perception of the analyst's ability
and commitment to his/her analytical work) and upon the overall revenues including
the investment banking revenues of Numis and/or one or more of its affiliates.

Additional Disclosure

This Numis Securities Limited ("Numis") research report is for distribution only under
such circumstances as may be permitted by applicable law. This research report
has no regard to the specific investment objectives, financial situation, or particular
needs of any specific recipient, even if sent only to a single recipient. This research
report is offered solely for informational purposes and is not to be construed as
a solicitation or an offer to buy or sell securities or related financial instruments,
nor is it to be construed as a recommendation for Numis to effect any transaction
to buy or sell securities or related financial instruments on behalf of any recipient.
There is no express or implied understanding between Numis or Numis Securities
Inc. ("Numis Inc.") and any recipient of this research report that Numis will receive
any commission income in connection with this research report. The securities
that may be described in this research report may not be eligible for sale in all
jurisdictions or to certain categories of investors. This research report is based on
information believed to be reliable, but it has not been independently verified and is
not guaranteed as being accurate. This research report is not guaranteed to be a
complete statement or summary of any securities, markets, reports or developments
referred to in this research report.

Any statements or opinions expressed in this research report are subject to change
without notice and Numis is not under any obligation to update or keep current
the information contained herein. All statements and opinions expressed in this
research report are made as of the date of this research report and are not held out
as applicable thereafter. Neither Numis nor any of its directors, officers, employees,
or agents shall have any liability, however arising, for any error, inaccuracy or
incompleteness of fact or opinion in this research report or lack of care in this
research report's preparation or publication; provided that this shall not exclude
liability to the extent that this is impermissible under the law relating to UK financial
services.

Numis may rely on information barriers, such as "Chinese Walls", to control the flow
of information within the areas, units, divisions, groups, or affiliates of Numis.

Investing in any non-U.S. securities or related financial instruments (including
ADRs) discussed in this research report may present certain risks. The securities
of non-U.S. issuers may not be registered with, nor be subject to the regulation
of the U.S. Securities and Exchange Commission. Information on such non-U.S.
securities or related financial instruments may be limited. Foreign corporations are
typically not subject to audit and reporting standards and regulatory requirements
comparable to those in effect within the United States.

Past performance is not an indication or guarantee of future performance and no
representation or warranty, express or implied, is made by Numis with respect to
future performance. The value of any investment or income from any securities or
related financial instruments discussed in this research report is subject to volatility
and can fall as well as rise. Investors may not get back the full amount they originally
invested. The value of any investment or income from any securities or related
financial instruments discussed in this research report denominated in a currency
other than U.S. dollars is subject to exchange rate fluctuations that may have a
positive or adverse effect on the value of or income from any securities or related
financial instruments discussed in this research report.

No part of the content of this research report may be copied, forwarded or duplicated
in any form or by any means without the prior consent of Numis and Numis accepts
no liability whatsoever for the actions of third parties in this respect.
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Regulatory Notice & Disclaimer

Numis regards this document as research. It has been approved under part IV
article 19 of The Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (the “FPO”) by Numis Securities Limited (“Numis”) for communication
in the United Kingdom only to investment professionals as that term is defined in
article 19(5) of the FPO. Its contents are not directed at, may not be suitable for and
should not be relied on by anyone who is not an investment professional including
retail clients. Numis does not provide investment advisory services to retail clients.
This research report is not directed at you if Numis is prohibited or restricted by
any legislation or regulation in any jurisdiction from making it available to you. You
should satisfy yourself before reading it that Numis is permitted to provide research
concerning investments to you under relevant legislation and regulations.This
research report is not an offer or a solicitation to buy or sell any security. It does
not constitute a personal recommendation and recipients must satisfy themselves
that any dealing is appropriate in the light of their own understanding, appraisal of
risk and reward, objectives, experience, and financial and operational resources. It
has not been prepared in accordance with legal requirements designed to promote
the independence of research. Non independent research is not subject under the
Markets in Financial Instruments Directive (“MiFID”) to any prohibition on dealing
ahead of the dissemination of research. However, Numis is required by the FCA
to have policies in place to identify and manage the conflicts of interest which
may arise in its production, which include preventing dealing ahead.The prices of
the investments referred to in this research report and the income from them may
go down as well as up and investors may realise losses on them. Neither past
performance nor forecasts are a reliable indicator of future results. Numis accepts
no fiduciary duties to the reader of this research report and in communicating it
Numis is not acting in a fiduciary capacity. Neither Numis nor any of its directors,
officers, employees or agents shall have any liability, howsoever arising, for any
error, inaccuracy or incompleteness of fact or opinion in it or lack of care in its
preparation or publication except where such is caused by its gross negligence,
wilful default or fraud; nor shall it exclude or restrict any liability it has under the
regulatory system to the extent that to do so is impermissible under the law relating
to financial services.

All statements and opinions are made as of the date on the face of this document and
are not held out as applicable thereafter. Research will carry the date of publication
or, on research printed overnight, the date on which it was sent to the printers.
Where a price is quoted in research it will generally, in the absence of contrary
words, be the latest practicable price prior to distribution or, in the case of research
printed overnight, the closing price at the close of business. Unless otherwise stated,
prices in this research report are derived from quotations on the London Stock
Exchange. A list of significant items which could create a conflict of interest and other
material interests in relation to research, together with Numis’s policy for managing
such conflicts of interest, is set out on the Numis website (www.numis.com/x/
regulatory.html).

Numis or one or more of its associates or a director or an employee of Numis or of
an associate may from time to time have a position, or may have undertaken or may
undertake an own-account transaction, in a security referred to in this document or
in a related security. Such a position or such a transaction may relate to the market
making activities of Numis or to other activities of Numis.

Numis or one or more of its associates may from time to time have a broking,
advisory or other relationship with a company which is the subject of or referred
to in this research, including acting as that company’s official or sponsoring broker
and providing corporate finance or other financial services. It is the policy of Numis
to seek to act as corporate adviser or broker to many of the companies which
are covered by the Research Department. Accordingly companies covered in any
research may be the subject of marketing initiatives by the Corporate Finance
Department.

A company covered in this research may have paid for an analyst's reasonable
expenses to visit their premises or offered modest hospitality or entertainment;
further details are available on request.

Research will specifically identify sources of information for material facts, where
these are not regulatory company announcements and published company financial
documents. In those cases (but not otherwise) where the subject company has seen
a draft of the research report and has suggested factual amendments which are
incorporated by the researcher, this will be noted on the research.

In longer pieces of research the risk warnings (if any) attaching to a particular
company will be set out; in shorter pieces (typically no more than one-side long)
there is a cross-reference to the archive of research on the Numis website where,
under the appropriate company name, details of such matters can be viewed.

The archive of research (available to all clients who normally receive Numis
research) is available on the Numis website (http://www.numis.com/x/research-
sectors.html).

Numis accepts no responsibility whatever for any failure by a person resident
outside the United Kingdom to observe the foregoing. No part of the content of any
research material may be copied, forwarded or duplicated in any form or by any
means without the prior consent of Numis and Numis accepts no liability whatsoever
for the actions of third parties in this respect.

Numis believes that its research service as a whole amounts to ‘substantive
research’ as defined by the FCA

The following disclosures are addressed to non-US and US-
based recipients.

With effect from 19 October 2010 Numis research is being produced in accordance
with COBS 12.3 as Non-Independent Research.

Valuation and Risks

For details relating to valuation and risks in printed research, please refer to the
company comment contained herein. In electronic pieces of research please refer
to the relevant company section of the Numis website http://www.numiscorp.com/
x/research-sectors.html

Ratings Key

In making a recommendation the analyst should compare his target price with the
actual share price and then make a recommendation derived from the percentage
thus calculated.:

As from 14 February 2005, the formula is:

Buy > +20%
Add > +10% to +19.99%
Hold 0% to +/-9.99%
Reduce -10% to -19.99%
Sell >-20%

With effect from 9 February 2010 upon the initial establishment of a recommendation
and target price for a company, an additional 10 % deviation in the price from the
default bands set out above is permitted before the recommendation has to be
changed in subsequently published research documents.

Distribution of Ratings

US Requirement
01/01/2014 - 31/12/2014

UK Requirement
01/10/2014 - 31/12/2014

All Corporate All Corporate

Securities Clients Securities Clients
Buy 42.2% 72.8% 45.7% 76.2%
Add 23.2% 21.6% 23.1% 18.4%
Hold 29.2% 5.6% 25.6% 5.4%
Reduce 4.3% 0.0% 41% 0.0%
Sell 1.1% 0.0% 1.5% 0.0%
Total 100% 100% 100% 100%

The above table shows the
split of recommendations
based on the last
recommendation for each
research stock during the last
four calendar quarters.

The above table shows the split
of recommendations based on
all recommendations during

the last calendar quarter for

all securities and within each
category the proportion of
issuers to which Numis supplied
material banking services.

For the split of recommendations by sector for the period from 1 Oct 2013 to 30 Sep
2014, please contact the Research Department of Numis Securities Ltd.

The following graphs display the three year recommendation, target price and share
price history for the subject corporation(s) of this research report. In those instances
where the subject corporation(s) have been traded on the London Stock Exchange
or Alternative Investment Market for less than three years, the graph will show the
history since the date the subject corporation(s) were admitted to trading. Prices in
the graph(s) below are in pence unless otherwise stated.
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