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Ticker pma:am UK North Sea strategy update
?:::ia: issue (m) airs Par.kmead is shifting its strat(.egy to focus on.p_roje(-:ts ﬁ?at‘are. fit for th_e energy transition and can
deliver near-term value creation. As a result, it is relinquishing its Perth licences in the North Sea due
Next results FY Sept .. . . . . .
to the significant challenges and increased costs associated with this development project. The GPA
Price 15.8p development was a key component of our valuation. Removing it lowers our risked NAV sharply, from
. 167p/sh to 45p/sh. To a large extent this is already priced in: the shares have lost ~50% in the last
Target price 45.0p . . A
Upside e three months as. the mar!<et’s confidence 'ln Parkl:nead‘ﬁnd‘lng a partr.1er(§) fc?r the r:)ro!ect receded.
Nevertheless, this was a sizeable opportunity and its relinquishment will still disappoint investors.
Market cap £17.2m - Strategy shift. The increasingly challenging environment in the North Sea — volatile pricing,
Net debt/(cash) -£19.6m ageing infrastructure, rising costs, an uncertain fiscal environment and limited funding appetite
Other EV adjustments £0.0m — has led Parkmead to re-evaluate its strategy to ensure it is ‘fit for purpose’ for the energy
Enterprise value £2.4m transition. As a result, Parkmead is shifting its strategy to focus on gas production and electricity
generation from renewable energies. It will continue to work on its existing portfolio of oil and
What's changed? From To gas assets, which have the potential to be developed rapidly, and will evaluate acquisition
Adjusted EPS 3.0 2.6 opportunities that are aligned with this strategy.
Target price 167.0 45.0 - Perth licences relinquished. The key casualty of this strategy shift is the Greater Perth Area (GPA),
) which has proved too challenging and costly to advance. Management has been pursuing a farm-
Share price performance . . . .
e out of its GPA development project in the Central North Sea for several months but ageing
700 neighbouring infrastructure and higher capital costs (capex has risen to ~USS$1bn), alongside a
2‘; harsh and uncertain UK upstream fiscal environment following the introduction of the windfall
“o tax, has hampered progress with potential partners. Significant fiscal uncertainty, in particular,
:‘; has diminished the appetite of major energy companies for large development projects such as
0y A this. Management expects to take a one-off non-cash impairment charge of ~£33m relating to
Parkmead Group the Perth area with its FY23 results.
% M 3M 1M - Focused on near-term value creation. Management will instead refocus its efforts on projects
that present clear opportunities for near-term value creation. This includes the high-impact
Actual -25.0 -56.3 -68.8

Skerryvore exploration opportunity in the Central North Sea (PMG 50%), which management
believes can be developed in a timely and cost-efficient manner. Good progress is being made
with well planning as well as vessel and rig tendering. Skerryvore is comprised of stacked
prospects and is surrounded by modern infrastructure, providing low-cost development tie-back
options. Parkmead is also pursuing selective applications in the UKCS 33rd Oil & Gas Licensing
Round which are consistent with this strategy. Management continues to evaluate a number of
acquisition opportunities to build on its solid low-cost Dutch gas production base and its growing
UK onshore renewable energy presence. Its ~“£150m pool of UK ring-fenced tax losses will help
here as they can be utilised to improve the economics of North Sea production acquisitions.

Company description

Parkmead has four divisions offering a
broad set of growth opportunities in
oil, gas and renewables.

Key estimates 2020A 2021A 2022A 2023E 2024E
Year end: Jun Jun Jun Jun Jun
Revenue £m 4.1 3.6 121 19.0 10.8
Adj EBITDA fm 0.3 -0.9 8.2 15.1 6.7
Adj EBIT fm -0.5 -1.5 7.5 14.3 5.9
Adj PBT fm -0.7 -2.6 6.3 141 5.7
Sales desk 020 7220 0522 Adj EPS ] 0.5 2.2 12 2.6 2.3
DPS p 0.0 0.0 0.0 0.0 0.0
Trading desk 020 7220 0533

Key valuation metrics

* denotes corporate client of finnCap

EV/sales X -0.6 -0.7 0.2 -0.1 0.0
EV/EBIT (adj) X 4.9 1.6 0.3 0.2 0.0
P/E (ad)) 34.6 71 13.4 6.1 6.8
Dividend yield % 0.0% 0.0% 0.0% 0.0% 0.0%
Free cash yield % -27.5% -11.5% -5.2% -80.3% -9.1%

This research cannot be classified as objective under finnCap research policy. Please visit www.finncap.com or the Research Portal
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Income statement

Year end:

Sales £m 36
Gross profit £m 23
EBITDA (adjusted) £m -09
EBIT (adjusted) £m -15
Associates/other £m -04
Net interest £m -0.7
PBT (adjusted) £m 26
Total adjustments £m -10.9
PBT (stated) £m -135
Tax charge £m -04
Minorities/Disc ops £m 00
Reported earnings £m -138
Adjusted earnings £m -26
Shares in issue (year end) m 109 2
EPS (stated) p -12.7
EPS (adjusted, fully diluted) ] 22
DPS p 0.0

121
116
82
7.5
0.0
-12
6.3
=23
40
-48
0.0
-0.8
14
1053
-0.7
12
0.0

2023E

Jun
190
178
151
143

00
02
141

-458
=317
-110
00
-42.7
Ehal
1093
-390
26
0.0

108
89
6.7
59
0.0

0.1
57

0.1
56

=29
0.0
27
27
1093
25
23
0.0

Growth analysis
Year end:

Sales growth
EBITDA growth
EBIT growth
PBT growth

EPS growth

DPS growth

-11 6%
-430 6%
-212 2%
-248 5%
-589 6%

R R R R R R

n/m

236.1%

n/m
592.2%
342.2%
152.6%

n/m

20 June 2023

56.9%
83.6%
91.1%
125.7%
120.7%

n/m

-43.4%
-55.7%
-59.1%
-59 6%
-10.9%

n/m

Profitability analysis

Year end:

Gross margin
EBITDA margin
EBIT margin
PBT margin

Net margin

64.9%
-25 3%
-42 2%
-716%
-733%

R R R R R

95.4%
67.8%
61.8%
51.6%
11.5%

93.6%
79.4%
75.3%
74.2%
16.1%

82.7%
62 2%
54.4%
53 0%
25.4%

2022A

pL7E] 3

Valuation analysis

Year end:
EV/EBITDA
EV/EBIT
P/E

X 26
X 16
X 7.1

03
03
134

-0.2
-0.2
6.1

00
00
68

Cash flow analysis

Cash flow

Year end:

EBITDA £m -09
Net change in working capital £m -11
Other operating items £m 08
Cash flow from op. activities £m -12
Cash interest £m 00
Cash tax £m -01
Capex £m -0.7
Other items £m -00
Free cash flow £m -20
Acquisitions / disposals £m

Dividends £m

Shares issued £m 00
Other £m -44
Net change in cash flow £m -24
Opening net cash (debt) £m 250
Closing net cash (debt) £m 258

Jun
82
-06
04
8.0
0.0
-35
-3.8
-17
-0.9

0.0
-0.1
0.1
258
25.2

Jun
151
00
02
153
02
6.9
-28
-192
-13.8

00
25
-12.9
252
94

6.7
0.0
-3.8
28
0.1
-29
-14
0.0
-16

0.0
04
-19

94

75

Year end:

Cash conv'n (op cash / EBITDA)
Cash conv'n (FCF / EBITDA)
U/lying FCF (capex = depn)
Cash quality (u/l FCF / adj earn)

Investment rate (capex / depn)
Interest cash cover

Dividend cash cover

% n/m
% 217.7%
£m -19
% 72 5%
X alal
X net cash
X n/a

97.7%
-10.9%
22
155.6%
52

n/a

n/a

101.2%
-91.5%
-11.8
-384.8%
36

723

n/a

42 5%
-23.4%
-10
-37 3%
1Ly
1950

n/a

Working capital analysis

Year end:

Net working capital / sales
Net working capital / sales
Inventory (days)
Receivables (days)
Payables (days)

% -57.4%
days -210
days 7
days 137
days 353

-170.8%
-623

61
685

Balance sheet

Year end:

Tangible fixed assets £m 193
Goodwill & other intangibles £m 317
Other non current assets £m 29
Net working capital £m -21
Other assets £m 00
Other liabilities £m -170
Gross cash & cash equivs £m 234
Capital employed £m 58.2
Gross debt £m 05
Net pension liability £m 00
Shareholders equity £m 57.7
Minorities £m 00
Capital employed £m 582

2215
354
cul
-20.7
0.0
56
233
57.9
03
0.0
57.0
0.0
57.9

2023E

Jun
249
93
02
-11
00

56
104
194
09
00
185
00
194

241
-82
0.2
0.8
0.0
56
84
182
09
0.0
173
0.0
182

Leverage analysis

Year end:

Net debt / equity

Net debt / EBITDA

Liabilities / capital employed

% net cash
X n/a
% 0.9%

net cash
net cash
16%

net cash
net cash
49%

net cash

net cash

52%

Capital efficiency & intrinsic value

Year end:

Adjusted return on equity
RoCE (EBIT basis, pre-tax)
RoCE (u/lying FCF basis)
NAV per share

NTA per share

-4 6%
-2 6%
-33%

529

T TR R R

239

2.4%

12.9%
3.7%
522
19.7

16.6%

73.8%
-60.8%

169

254

158%
322%
-5 6%
158
233
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Valuation

We have updated our valuation and estimates following the decision not to extend the Greater Perth
Area licences and marked-to-market our FY23 Dutch gas price assumption (€110/MWh down from
€115/MWh), resulting in our risked NAV and price target declining sharply from 167p/sh to 45p/sh.

Figure 1: Parkmead net asset value

Net Asset Valuation Net NPV/bbl isked NPV Geological ~ Commercial Dry hole Risked NPV
mmboe _ US$/boe US$m pish CoS CoS __ costUS$m Us$m pish
Net cash / (debt) 245 16.0 245 16.0
GEA -213 -13.9 -213 -130
Options/SARs 5.1 33 5.1 33
Decommissioning -214 -13.9 -214 -1390
Aupec (6x 2023e EBIT) 0.1 0.1 0.1 0.1
Pitreadie Farm Ltd land (@ cost adjusted for land sales) 56 37 56 37
Kempstone Hil 1.5 MW Wind Farm 50 33 50 33
High Blackwood 0.5 MW Wind Farm 18 12 18 12
05 03 05 023
Producing assets
Netheriands producing 20 15.87 325 212 100% 100% 325 212
Core value: 321 208 321 208
Contingent resource:
Pitreadie 20MW hybrid renewables project 6.9 45 50% 35 23
Netheriands - Ottoland 07 9.52 66 43 100% 50% 33 21
Netherlands - Papekop 09 052 85 55 100% 50% 42 28
UK - Fynn Beauly 251 250 628 410 100% 10% 6.3 4.1
UK - Fynn Andrew 23 250 231 15.1 100% 10% 23 15
Contingent value: 107.9 704 19.6 128
Prospective resource:
UK - Skemryvore (Mey+Ekofisk+Tor) 777 5.14 3000 2604 24% 25% 58 18.1 18
Prospective value: 399.0 2604 181 118
Total - Core + Contingent + Prospective: 539.0 3516 69.8 454

Source: finnCap

Discounted to 1 January 2023 at 10%.

Assumes Dutch TTF gas prices of €110/MWh in FY23, €50/MWh in FY24, €40/MWh in FY25 and €30/MWh thereafter. Long term
Brent US$70/bbl.

Figure 2, below, summarises our estimate changes as a result of the adjustment to our FY23 Dutch
gas price assumption and the expected £33m one-off non-cash impairment charge following the
relinquishment of the Perth licences. We now also include the contribution from the recently
acquired High Blackwood Wind Farm in our forecasts.

Figure 2: Parkmead estimate change summary

FY 2023 estimates FY 2024 estimates
June yr end New old % Chg New Old % Chgy/y
Brent oil price Us$/bbl 88.0 88.0 0% 75.0 75.0 0%
Dutch TTF gas price €/MWh 110.0 115.0 4% 50.0 50.0 0%
Exchange rate £/USS 1.20 1.20 0% 1.25 1.25 0%
Exchange rate €/USS 1.10 1.10 0% 1.10 1.10 0%
Revenue £'000 19,025 19,894 4% 10,766 10,443 3%
Gross Profit £'000 16,937 17,692 4% 7,969 7,979 0%
Adjusted EBITDA £'000 15,102 15,849 5% 6,693 6,592 2%
Adjusted EBIT £'000 14,238 14,993 -5% 5,759 5,769 0%
Net finance expense £'000 (211) (208) 1% (150) (144) 4%
Adjusted PBT £'000 14,026 14,785 -5% 5,609 5,625 0%
Tax £'000 (10,956) (11,302) -3% (2,875) (2,898) -1%
Adjusted net profit £'000 3,070 3,483 -12% 2,734 2,727 0%
EPS £'000 (39.01) (8.46) 361% 2.50 250 0%
Net CFFO £'000 8,370 8,770 -5% (31) (155) -80%
Capex £'000 (2,781) (2,781) 0% (1,388) (1,388) 0%
Decommissioning payments £'000 (19,200) (15,200) 0% - - -
Period-end cash £'000 10,365 12,369 -16% 8,422 10,307 -18%
Period-end debt £'000 (948) (948) - (948) (948) 0%
Net cash/(debt) £'000 9,417 11,421 -18% 7,474 9,359 -20%

Source: finnCap
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* finnCap is contractually engaged and paid by the issuer to produce this material on an ongoing basis and it

is made available at the same time to any person wishing to receive it.

A marketing communication under FCA Rules, this document 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 investment research.

This research cannot be classified as objective under finnCap Ltd research policy. Visit www.finncap.com

The recommendation system used for this research is as follows. We expect the indicated target price to be
achieved within 12 months of the date of this publication. A ‘Hold’ indicates expected share price
performance of +/-10%, a ‘Buy’ indicates an expected increase in share price of more than 10% and a ‘Sell’

indicates an expected decrease in share price of more than 10%.

Approved and issued by finnCap Ltd for publication only to UK persons who are authorised persons under the
Financial Services and Markets Act 2000 and to Professional customers. Retail customers who receive this
document should ignore it. finnCap Ltd uses reasonable efforts to obtain information from sources which it
believes to be reliable, but it makes no representation that the information or opinions contained in this
document are accurate, reliable or complete. Such information and opinions are provided for the information
of finnCap Ltd's clients only and are subject to change without notice. finnCap Ltd’s salespeople, traders and
other representatives may provide oral or written market commentary or trading strategies to our clients that
reflect opinions contrary to or inconsistent with the opinions expressed herein. This document should not be
copied or otherwise reproduced. finnCap Ltd and any company or individual connected with it may have a
position or holding in any investment mentioned in this document or a related investment. finnCap Ltd may have
been a manager of a public offering of securities of this company within the past 12 months, or have received
compensation for investment banking services from this company within the past 12 months, or expect to
receive or may intend to seek compensation for investment banking services from this company within the next
three months. Nothing in this document should be construed as an offer or solicitation to acquire or dispose of
any investment or to engage in any other transaction. finnCap Ltd is authorised and regulated by the Financial
Conduct Authority, London E20 1JN, and is a member of the London Stock Exchange.
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Additional Information for U.S. Persons

To the extent that any finnCap research is furnished to U.S. recipients, it furnished in reliance on Rule 15a-6
("Rule 15a-6") under the U.S. Securities Exchange Act of 1934, as amended. The information contained in
this research is intended solely for certain “major U.S. institutional investors" (as such term is defined in Rule
15a-6, an “MI1”) and may not be used or relied upon by any other person for any purpose. Each U.S. recipient
of this research represents and agrees, by virtue of its acceptance thereof, that it is a MIl and that it
understands the risks involved in executing transactions in such securities. Any U.S. recipient of this research
that wishes to discuss or receive additional information regarding any security mentioned herein, or engage
in any transaction to purchase or sell or solicit or offer the purchase or sale of such securities, should contact
a registered representative of Beech Hill Securities, Inc., a U.S. broker-dealer registered with the Securities
and Exchange Commission and a Member of FINRA, located at 880 Third Avenue, 16th Floor, New York, NY
10022. Any transaction by a U.S. person (other than a registered U.S. broker-dealer or bank acting in a
broker-dealer capacity) must be effected with or through Beech Hill Securities, Inc., which may be contacted
via telephone at +1 (212) 350-7200.

This research was prepared by the analyst named on the cover of this research, who is a non-U.S. research

analyst of finnCap and, as such, may not be subject to all requirements applicable to U.S.-based analysts.

All of the views expressed in this research accurately reflect the research analyst’s personal view about all of
the subject securities or research subjects and no part of such analyst's compensation was, is, or will be

related to the specific recommendation or view contained in this research.

To the extent this research relates to non-U.S. securities, note that investing in non-U.S. securities may entail
particular risks. Such securities may not be registered under the U.S. Securities Act of 1933, as amended, and
the issuer of such securities may not be subject to U.S. reporting and/or other requirements. Financial
statements included in research with respect to such securities, if any, may have been prepared in
accordance with non-U.S. accounting standards that may not be comparable to the financial statements of
U.S. companies. Available information regarding the issuers of such securities may be limited, and such
issuers may not be subject to the same auditing and reporting standards as U.S. issuers. Fluctuations in the
values of national currencies, as well as the potential for governmental restrictions on currency movements,
can significantly erode principal and investment returns. Market rules, conventions and practices may differ
from U.S. markets, adding to transaction costs or causing delays in the purchase or sale of such securities.

Securities of some non- U.S. companies may not be as liquid as securities of comparable U.S. companies.

The information contained herein may include forward-looking statements within the meaning of U.S.
federal securities laws that are subject to risks and uncertainties. Factors that could cause a company’s actual
results and financial condition to differ from expectations include, without limitation: political uncertainty,
changes in general economic conditions that adversely affect the level of demand for the company’s products
or services, changes in foreign exchange markets, changes in international and domestic financial markets
and in the competitive environment, and other factors relating to the foregoing. All forward-looking

statements contained in this research are qualified in their entirety by this cautionary statement.

No finnCap party accepts any liability whatsoever for any direct or consequential loss of any kind arising out
of the use or reliance on the information given. Research does not take into account the specific investment
objectives and financial situation of any recipient, nor do they provide individually tailored investment advice
or offer tax, regulatory, accounting or legal advice. Prior to entering into any proposed transaction, recipients
should determine, in consultation with their own investment, legal, tax, regulatory and accounting advisors,
the economic risks and merits, as well as the legal, tax, regulatory and accounting characteristics and
consequences, of the transaction. Investors seeking to buy or sell any financial instruments discussed or

recommended in research, should seek independent financial advice relating thereto.

The products discussed in research are not FDIC insured, may lose value and are not guaranteed by any
finnCap party.





