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Financial Forecasts     

Year To: June 2018A 2019A 2020E 2021E 

Net Production (mboe/d) 0.6 0.6 0.5 0.5 

Oil Price (US$/bbl) 64 69 52 45 

Sales (£m) 5.8 7.1 3.8 5.0 

EBITDA (£m) (2.3) 4.3 0.3 1.2 

Free Cash Flow (£m) 2.7 (0.9) (6.8) (3.8) 

Net Cash/(Debt) (£m) 29.5 30.7 20.3 16.6 

DPS (p) -- -- -- -- 
 

Valuation 2019A    

Core NAV (p/share) 20    

Total Risked NAV (p/share) 108    

Total Unrisked NAV (p/share) 341    

 

Parkmead is an E&P company with significant development projects in 

the UK North Sea, production onshore Netherlands and a £22.3m net 

cash pile. The production helps fund overheads, the development 

projects should drive upside as progressed, and the cash holding 

provides funding flexibility. We initiate with a Buy and 105p target. 

 Existing production provides cash flow base. Parkmead’s 

Netherlands portfolio returned 0.5mboe/d net production in H1 FY 

2020, providing useful cash to help cover overheads. 

 Cash pile gives flexibility. Parkmead’s £22.3m end December 2019 net 

cash (including restricted cash) underpins the shares and gives flexibility 

in helping fund future work programmes and, potentially, acquisitions. 

 Potential upside from Platypus FID in 2021. Parkmead holds 15% in 

the 105bcf (18mmboe) Platypus development in the UK Southern North 

Sea. This could reach FID in 2021 and first gas less than two years after 

that, driving value upside and increasing production. 

 Profound value potential from Greater Perth Area. Parkmead’s 

Greater Perth Area project contains total 2P+2C of 99mmboe, held 

100%. Development plans are being progressed, either tie-back or 

standalone FPSO, and material news on this could be very positive. 

 New farm outs could also secure exploration wells. Parkmead has 

established an extensive UK exploration portfolio and progressing this 

(potentially via farm outs) could generate drilling catalysts. 

 Renewables diversifies risk. Parkmead is also progressing renewables 

development via its Pitreadie asset onshore UK, diversifying the 

company’s risk profile. 

 Valuation and recommendation. Our core NAV for Parkmead of 20p 

underpins the share price, with our risked NAV of 108p implying 

significant potential current value. We look for catalysts in particular 

from Platypus and Greater Perth Area development progression. We 

initiate with a Buy recommendation and 105p target. 

 

* Arden Partners acts as corporate broker to this company. 

 

Financial Forecast Changes 

20E Old 21E Old 20E % 21E % 

n/a n/a n/a n/a 

n/a n/a n/a n/a 

n/a n/a n/a n/a 

n/a n/a n/a n/a 

n/a n/a n/a n/a 

n/a n/a n/a n/a 

n/a n/a n/a n/a 
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Summary 

 

Source: Arden Research. 

  

Share Price 31.5p

Market Capitalisation £34m Discount Rate 10.0%

Shares Out 109m LT US$/£ US$1.30

Net Cash/(Debt) end June 2019 £31m Diluted NOSH (m) 118m

Target Price 105p

Year to June 2018A 2019A 2020E 2021E 2022E

Net Oil Production (mbbl/d) --  --  --  --  --  

Net Gas Production (mmcf/d) 3.3 3.3 3.1 3.2 2.9

Net Total Production (mboe/d) 0.6 0.6 0.5 0.5 0.5

Brent Oil Price (US$/bbl) 63.7 68.7 52.0 45.0 58.0

UK NBP Gas Price (p/therm) 51.1 52.7 34.0 43.0 43.0

Unit OPEX (US$/boe) (10.9) (9.6) (13.6) (15.9) (17.2)

Summary NAV

Interest 

(%)

Net 

Unrisked 

(mmboe)

Unrisked 

Value 

(US$/boe)

Unrisked 

Value 

(p/share)

Risked 

Value 

(US$m)

Risked 

Value 

(p/share)

Production

Diever West 7.5% 1 4.3 2 3 2

Brakel 15% 0.3 5.5 1.0 1.6 1.0

Geesbrug 15% 1 4.4 2 3 2

Grolloo 15% 0.0 (20.1) (0.2) (0.2) (0.2)

Total Production 2 5 7 5

Pitreadie Wind Project 7 11 7

AUPEC 2 3 2

Net Cash/(Debt) 40 26

Pitreadie Acquisition Cost (5) (3)

Athena Decommissioning (9) (6)

Exploration CAPEX (11) (7)

Summary Income Statement (£m) Admin Costs (6) (4)

Year to June 2018A 2019A 2020E 2021E 2022E CORE NAV 20 31 20

Sales 5.8 7.1 3.8 5.0 4.6

OPEX (1.6) (1.5) (1.9) (2.4) (2.4) Development Upside

AUPEC 0.4 0.4 0.3 0.3 0.3 Platypus 15% 3 2.7 5 5 3

DD&A (0.5) (0.2) (0.4) (0.4) (0.4) Perth 70% 45 4.7 137 84 55

Exploration Expense (5.2) (0.2) (0.2) --  --  Dolphin 70% 8 4.9 27 12 8

G&A (1.6) (1.5) (1.7) (1.7) (1.8) Lowlander 70% 16 4.4 45 21 14

Share Based (2.5) 1.1 (1.0) (1.0) (1.0) Ottoland 15% 1 3.5 2 2 1

Op Profit (5.3) 5.1 (1.1) (0.2) (0.6) Papekop 15% 1 2.5 2 2 1

EBITDA (2.3) 4.3 0.3 1.2 0.8 Total Development 74 218 126 82

EBITDAX 3.0 4.5 0.4 1.2 0.8

Net Interest (0.6) (0.3) (0.7) (0.7) (0.7) Exploration Upside

PBT (Adj) (5.9) 4.8 (1.8) (0.9) (1.3) Platypus East 15% 1 2.7 1.3 0.8 0.5

Tax (1.3) (2.4) (0.8) (1.2) (1.0) Skerryvore Well 30% 47 3.2 97.3 7.5 5

PAT (Adj) (7.1) 2.4 (2.6) (2.1) (2.3) Boergrup Well 8% 0 2.1 0.3 0.0 0.0

EPS  (Adj) (7.2) 2.4 (2.5) (1.9) (2.1) Total Exploration 48 99 8 5

Summary Cashflow Statement (£m) Pitreadie Wind Upside 4 1 1

Year to June 2018A 2019A 2020E 2021E 2022E

Op C/F 4.7 2.9 (2.4) 0.0 (0.2) TOTAL CORE + UPSIDE NAV 341 166 108

CAPEX (2.0) (3.8) (3.7) (3.1) (3.8)

Available for Sale Assets --  6.4 --  --  --  NAV Distribution Chart

Acquisitions --  --  (8.5) --  --  

Advance of Loans (2.9) --  --  --  --  

Investment CF (4.8) 2.8 (12.1) (3.0) (3.7)

Shares Issued --  --  4.9 --  --  

Loan Repayment --  0.9 3.6 --  --  

Cash Interest (0.0) (0.0) (0.8) (0.8) (0.8)

Financing CF (0.0) 0.9 7.7 (0.8) (0.8)

Free CF 2.7 (0.9) (6.8) (3.8) (4.8)

Net Change in Cash (0.2) 6.6 (6.7) (3.7) (4.7)

Net Cash/(Debt) 29.5 30.7 20.3 16.6 11.9

Summary Balance Sheet (£m)

Year to June 2018A 2019A 2020E 2021E 2022E

Intangibles 32.5 36.2 39.1 42.2 45.7

PPE 12.3 11.8 20.5 20.1 20.0

Available for Sale Assets 5.7 --  --  --  --  

Loans 2.9 2.9 2.9 2.9 2.9

Cash and Equivalents 23.8 30.7 23.9 20.2 15.5

Total Assets 78.9 82.3 87.1 86.1 84.8

Loans --  --  (3.6) (3.6) (3.6)

Total Liabilities (14.7) (14.0) (15.6) (15.6) (15.6)

Equity 64.2 68.3 71.5 70.5 69.2

Liabilities + Equity 78.9 82.3 87.1 86.1 84.8

Market Data Valuation and Production Data

Asset Locations (*Operator)
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Central N. Sea
Skerryvore, 

Ruvaal prospects (30%*)

Outer Moray Firth
Perth, Dolphin, Lowlander 

fields (100%*)

West of Shetland
Sanda North/South,
Davaar prospects
(100%*)

Netherlands
Diever West field (7.5%) 

Brakel, Grolloo, Geesbrug felds (15%)

Southern N. Sea
Platypus field, Platypus East 
prospect (15%)
Blackadder prospect (75%*)
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Investment case 

With its substantial cash pile, onshore production and controlled CAPEX programme, 

Parkmead is well placed to come through the prevailing commodity price environment, 

continue progressing its assets and, potentially, take advantage of any M&A 

opportunities. 

Beyond the next few months, the Parkmead investment case is essentially newsflow 

driven. The existing production provides cash flows to cover corporate overheads, but 

the share price value creation potential in the company lies in progression of its Platypus 

and Greater Perth Area development projects, and potentially in new exploration drilling 

in the wider portfolio based on farm outs and progression of the company’s nascent 

renewables business. It is the reporting of progression of these workstreams that has 

the potential to drive the shares. 

Netherlands assets provide cash flow base 

Parkmead holds producing gas assets onshore Netherlands. These drove company net 

production of 0.6mboe/d in FY 2019, resulting in EBITDA of £4.3m, and then 0.5mboe/d 

for H1 FY 2020 delivering EBITDA of (£0.3m). We expect this to deliver 0.5mboe/d for FY 

2020 overall, driving a small EBTDA profit. As such, the Netherlands assets provide 

helpful cash flows to cover corporate overheads. There is potential in the Netherlands 

portfolio to carry out workovers and other field activities, alongside infill and near-field 

exploration drilling, in order to support and potentially grow production going forward. 

The Papekop and Ottoland discoveries are currently being progressed towards concept 

selection and could be developed in the coming years, for example. The Netherlands 

position provides a useful, low-risk base for the company, which could stand further 

augmentation. 

Cash position provides flexibility for CAPEX investment 

Parkmead held total gross cash of £30.7m at the end of June 2019 (a portion of which is 

ring fenced for decommissioning; £5.3m was classed as restricted), and this had moved 

to £25.9m at the end of December 2019 (£22.3m net cash). This underpins the share 

price and gives Parkmead significant funding flexibility as it considers CAPEX investment 

in its Netherlands assets and progression of its Platypus and Greater Perth Area 

development projects and its new renewables business. 

Platypus development could achieve FID in 2021 

Parkmead holds a 15% stake in the 105bcf Platypus gas development in the UK Southern 

North Sea (Dana/KNOC operator). A plan to develop this via tieback to Perenco’s Cleeton 

field was submitted in 2019, with FID potentially in 2021 (FID recently delayed to finalise 

FEED optimisation work) and first gas less than two years after that. Gross peak 

production is targeted at 70mmcf/d, or 1.8mboe/d net to Parkmead – material in the 

context of the company’s existing production profile. Additionally, the 30bcf analogous 

Platypus East prospect lies next door to Platypus main, and this could be drilled and 

potentially developed post initial Platypus production. On success, Platypus East could 

then augment the production of the development, with the nearby Blackadder prospect 

also potentially being drilled too. 

Platypus is likely to be a relatively low upfront CAPEX development, in an area with well-

understood geology and reservoir parameters, and extensive existing infrastructure. It 

should be very do-able for a company the size of Parkmead, particularly at its 15% 

interest. Progression of Platypus through FID in 2021 could act as a strong positive 

catalyst for Parkmead, in our view. 

Profound upside potential from Greater Perth Area development 

Parkmead holds 100% in the Perth, Dolphin and Lowlander discoveries – a total of 

99mmboe of 2P+2C. The fields have not been developed by previous holders due in large 
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part to the high H2S content of the oil, which means existing nearby production 

infrastructure cannot process it without modification. There is some precedent for 

limited UK North Sea H2S facilities, at Scott, Tartan and Buzzard. Parkmead is 

progressing a dual-track development plan, working on potential tie-back to the nearby 

Scott field (additional modification required) with operator CNOOC and also on its own 

plans for a standalone FPSO. The Scott option is well advanced, based on a technical 

feasibility study concluded in 2019 and discussions with potential counterparties. In 

either scenario development would likely begin with Perth via facilities designed for 

20mbbl/d, and continue with subsequent tie-back of Dolphin and Lowlander to maintain 

the plateau. 

Moving forward with development of the Greater Perth Area would be huge for 

Parkmead. Development of these assets has presented a challenge to North Sea 

operators for a number of years, and being able to solve this would represent substantial 

value creation. It could also establish very material cash flows for the company. The 

existing cash pile helps give funding capacity, and the 100% interest Parkmead holds in 

all three fields gives flexibility for farm out. We would expect any material progress on 

Greater Perth Area development, such as confirmation of the choice of development 

scenario, signature of any commercial deals (such as Scott tie-back or farm out) or major 

contractor appointments, to be positive for the shares. 

Potential for drilling catalysts from exploration wells on new assets 

Parkmead has assembled an extensive portfolio of UK North Sea exploration assets, with 

a number of prospects being worked up towards potential drilling. These range from 

Sanda North and South (307mmboe gross P50) and Davaar (225mmbbl gross P50) West 

of Shetland through Skerryvore (157mmboe gross P50) in the central North Sea to 

Blackadder (107bcf gross P50) in the southern gas basin. These could all be progressed 

to exploration drilling (potentially via farm outs), creating drilling catalysts and 

potentially Parkmead participation in new development projects. Timing is currently 

uncertain as to drilling, but we await further news. 

Diversification provided by AUPEC business and renewables potential 

Parkmead is unusual amongst UK E&Ps in that it has two further businesses within the 

listed company. The AUPEC business is an oil and gas consultancy, which returned 

EBITDA of £0.4m in FY 2019, helpfully augmenting company cash flow. Parkmead also 

bought Pitreadie Farm (from a related party) in 2019, a 2,320-acre site near Aberdeen 

where Parkmead is investigating the potential for onshore wind, solar and biomass 

development. Pitreadie has recorded wind speeds of 7-10m/s and is next door to the 

75MW Mid Hill wind farm. 

This all provides diversity to the core E&P portfolio, and the renewables potential also 

helps augment the company’s ESG credentials, which is likely to become an ever more 

important industry theme in the coming years. 

Valuation and recommendation 

Our core NAV for Parkmead, which includes the producing assets and corporate items, 

gets to 20p, supporting current share price levels. Adding in the development projects 

and intended exploration drilling increases this substantially, for a total risked NAV of 

108p – well above current levels. Fully unrisked, however, the upside potential is 

profound, with our total unrisked NAV reaching 341p (including 209p for the full Greater 

Perth Area, at 70% interest post assumed farm out). 

Based on the underpinning that the producing assets and cash holding provide, the 

potential for progress on Platypus and the profound upside potential from the Greater 

Perth Area, alongside the diversity from the nascent renewables development business, 

we initiate coverage with a Buy recommendation and 105p target. 
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Investment risks 

Greater Perth Area development progression 

The Greater Perth Area is a very important project for Parkmead. Risks to progression of 

this include the potential reliance on tie-back to Scott and agreement of this with 

operator CNOOC (partly mitigated by the alternative of a standalone FPSO); sourcing 

funding for the development (Parkmead’s 100% stake gives flexibility for potential farm 

out); and the engineering, environmental and safety challenges of dealing with the H2S. 

The technical feasibility study associated with the Scott option and discussions with 

potential counterparties have already confirmed the viability of this development route, 

however, helping mitigate the risks here. 

Platypus development progression 

Taking Platypus to FID and towards first gas should be an important catalyst for the 

Parkmead investment case over the next 18 months. The requirement to tie this back to 

another platform, and the fact that Parkmead is not operator, means the company has 

limited agency in achieving this. We also note that operator Dana/KNOC recently delayed 

FID in order for FEED optimisation work to be finalised, with the existing licence due to 

run out at the end of July 2020. We see Platypus as an attractive project given its relatively 

low cost and reduced time to first gas, based on utilising a tie-back to the Cleeton 

platform. We don’t think it unreasonable to expect the OGA to grant a further licence 

extension, or for the other partners to be keen to progress the development as the world 

moves through the coronavirus and commodity prices continue to recover. 

Exploration portfolio likely to require funding 

Parkmead is likely to need further funding if it is to drill up and create catalysts from its 

UK exploration portfolio. The company typically has high equity stakes in these assets, 

which could facilitate farm outs to achieve this. 

Netherlands production will require ongoing investment 

Parkmead’s existing Netherlands production is likely to decline in the coming years 

unless further capital investment is made in the assets. The company currently has a 

workover and infill drilling plan to help address this, alongside new potential 

development projects and exploration drilling (including ongoing Papekop development 

concept selection work). 

Oil and gas prices 

Our valuation of Parkmead is sensitive to oil and gas prices, as with any E&P company. 

Current low gas price levels impact company cash flows (partly mitigated by the onshore 

location of Parkmead’s Netherlands assets), and longer term the progression of 

development projects including Platypus and the Greater Perth Area is likely to require 

further recovery in oil and gas prices. 

Athena decommissioning liabilities 

Parkmead carries decommissioning liabilities of £6.9m on its end December 2019 

balance sheet, all of which relate to the Athena field. The first phase of decommissioning 

at Athena is now complete, with the second phase (plugging and abandoning of wells, 

removal of remaining subsea infrastructure) ongoing until 2023. Parkmead can meet its 

liabilities here from existing cash. 

Renewables business a new venture 

Parkmead’s nascent move to a create a UK renewables development business may 

require the addition of new expertise into the company and may take significant time 

and capital investment in order to create value. Parkmead has already been working on 
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this for some time, however, building up expertise in the space, and may also be able to 

expedite projects via industry partnerships. 

Significant shareholder 

Parkmead Executive Chairman Tom Cross holds a significant 26% equity stake in the 

company. We would hope that this would act as an added incentive to create 

shareholder value, and would expect the company’s plc governance structures, including 

the independent directors on the board, to help manage any potential conflicts. 

Related party transactions 

In recent years, as part of establishing a position in the renewable energy sector, 

Parkmead has made a £2.9m loan and acquired its Pitreadie Farm asset, both of which 

were related party transactions. Irrespective of the intent, expediency and level of 

disclosure, related party transactions are not always viewed positively by the UK stock 

market. 

Valuation and commodity price 

scenarios 

Valuation methodology 

We have valued Parkmead using our standard approach for E&P companies, building 

DCF models for each asset and then aggregating the results to produce a sum-of-the-

parts NAV. 

This allows us to compute a series of US$m valuations, and we then apply a risking factor 

to each of these (application or not of the risking factors allows us to compute a risked 

and unrisked NAV). We also adjust for corporate items (principally net debt/cash). Our 

main value computations are then core NAV (typically producing assets and corporate 

items), total risked NAV and total unrisked NAV, all on a p/share basis. 

Assets included 

We have modelled the 2P reserves in the producing Netherlands assets, as well as upside 

from two potential nearby developments. 

We have included the 2P reserves in the Platypus development project, as well as the 

P50 prospective resources in the Platypus East prospect, which could be drilled following 

the Platypus development. 

We have modelled the 2P and 2C from the assets in the Greater Perth Area, assuming 

initial development of Perth followed by tie-back of Dolphin and Lowlander in order to 

maintain a production plateau, based upon 20mbbl/d facilities. Our base case assumes 

tie-back to the Scott platform (currently under negotiation with operator CNOOC), but 

we also run a scenario for a standalone FPSO, which is also under consideration by 

Parkmead. 

We include a limited value for exploration wells on the Skerryvore prospect in the UK 

North Sea and Boergrup prospect onshore the Netherlands. Inclusion of Skerryvore is 

based on the strong view of Parkmead management that this could be drilled by late 

2021, and inclusion of Boergrup is based on the proximity of the prospect to existing 

Parkmead Netherlands production. Neither well is yet confirmed, making inclusion in 

our NAV highly speculative at this point, and we may remove our value for these wells 

going forward if they are not confirmed. 
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We also include the recently acquired Pitreadie Farm asset at cost (with some additional 

upside for the potential progression of wind power development), and a value for the 

AUPEC business based on FY 2019 EBITDA. 

Key assumptions 

Apart from the assumptions in the table below, the main assumptions worth being 

aware of are as follows: 

 We assume Brent continues its recovery over 2020 and 2021, and currently 

continue to use a long-term real Brent assumption of US$65/bbl. This may be 

subject to revision going forward, and we also include a number of sensitivities. 

 We use UK North Sea gas prices as a proxy for modelling of the Netherlands assets. 

We assume recovery from current levels over the rest of 2020 and 2021, and 

currently use a long-term real assumption of 43p/therm. This may be subject to 

revision going forward, and we also include a number of sensitivities. 

 We have assumed all the Greater Perth Area assets (Perth, Dolphin and Lowlander) 

are farmed down to 70% to help facilitate development, in exchange for US$40m 

of carry on Perth. 

 We have also included £121m of UK tax losses against the Perth development. 

Valuation Assumptions 

Discount rate 10.0% 

Base case long-term Brent price (real) US$65/bbl 

Base case long-term UK gas price (real) 43p/therm 

Inflation 2.0% 

Diluted number of shares 118m 

US$/GB£ 1.30 

Source: Arden Research. 

We have run three pricing scenarios, flexing our Brent and gas price assumptions. We 

also include a scenario of developing the Greater Perth Area via an FPSO (as opposed to 

Scott tie-back) using our base case pricing. Full NAV tables for all of these are set out 

below. 

Valuation cases summary table 

Case 

Brent FY 

2020 

(US$/bbl) 

Brent FY 

2021 

(US$/bbl) 

Brent FY 

2022 

(US$/bbl 

Brent Long-

Term Real 

(US$/bbl) 

UK Gas FY 

2020 

(p/therm) 

UK Gas FY 

2021 

(p/therm) 

UK Gas Long-

Term Real 

(p/therm) 

Core 

NAV 

(p) 

Total 

Risked 

NAV (p) 

Total 

Unrisked 

NAV (p) 

Base Case 52 45 58 65 34 43 43 20 108 341 

Upside Case 54 50 63 70 34 45 45 21 130 424 

Downside Case 50 30 42 50 29 35 35 18 38 81 

Perth FPSO Case 52 45 58 65 34 43 43 20 91 298 

Source: Arden Research. 
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NAV Table – Base Case 

Field/Prospect  Gross 

Oil 

mmbbl 

Gross 

Gas 

bcf 

Gross 

Pet’m 

mmboe 

WI Net Oil 

mmbbl 

Net 

Gas 

bcf 

Net 

Pet’m 

mmboe 

Unrisk 

Value 

US$ 

/boe 

Unrisk 

Value 

US$m 

Unrisk 

Value 

£m 

Unrisk 

Value 

p/sh 

Risk Risk 

Value 

US$m 

Risk 

Value 

£m 

Risk 

Value 

p/sh 

Production                 

Diever West 2P --   50  8  7.5%  --   4  1  4.3  3  2  2  100%  3  2  1.8  

Brakel 2P --   11  2  15%  --   2  0.3  5.5  2  1  1  100%  2  1  1.0  

Geesbrug 2P --   31  5  15%  --   5  1  4.4  3  3  2  100%  3  3  2  

Grolloo 2P --   0.5  0.1  15%  --   0.1  0.0  (20.1) (0.2) (0.2) (0.2) 100%  (0.2) (0.2) (0.2) 

                 

Total Production  --   93  16   --   10  2   7  6  5   7  6  5  

                 

Pitreadie Asset          11  9  7  100%  11  9  7  

AUPEC          3  2  2  100%  3  2  2  

                 

Net Cash/(Debt)              40  31  26  

Pitreadie Debt Adopted              (5) (4) (3) 

Athena Decommissioning              (9) (7) (6) 

Exploration CAPEX              (11) (8) (7) 

Admin Costs              (6) (5) (4) 

                 

CORE NAV          31  24  20   31  24  20  

                 

                 

Development Upside                 

                 

Platypus 2P --   105  18  15%  --   16  3  2.7  7  5  5  70%  5  4  3  

Perth 2P 61  22  64  70%  43  15  45  4.7  210  161  137  40%  84  65  55  

Dolphin 2C 11  5  12  70%  8  3  8  4.9  41  31  27  30%  12  9  8  

Lowlander 2C 21  11  23  70%  14  8  16  4.4  69  53  45  30%  21  16  14  

Ottoland 2C 6  7  7  15%  1  1  1  3.5  4  3  2  60%  2  2  1.4  

Papekop 2C 4  24  8  15%  1  4  1  2.5  3  2  2  60%  2  1  1.1  

                 

Total Development Upside  102  173  131   66  46  74   333  256  218   126  97  82  

                 

                 

Exploration Upside                 

                 

Platypus East P50 --   30  5  15%  --   5  1  2.7  2  1.6  1.3  40%  0.8  0.6  0.5  

Skerryvore Well P50 157  --   157  30%  47  --   47  3.2  149  115  97  5%  7  6  4.9  

Boergrup Well P50 --   17  3  8%  --   1  0  2.1  0  0.3  0.3  10%  0.0  0.0  0.0  

                 

Total Exploration Upside  157  47  165   47  6  48   152  117  99   8.3  6.4  5.4  

                 

Pitreadie Wind Upside          7  5  4  20%  1  1  1  

                 

TOTAL NAV          522  402  341   166  128  108  

Source: Arden Research. 
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NAV Table – Upside Case 

Field/Prospect  Gross 

Oil 

mmbbl 

Gross 

Gas 

bcf 

Gross 

Pet’m 

mmboe 

WI Net Oil 

mmbbl 

Net 

Gas 

bcf 

Net 

Pet’m 

mmboe 

Unrisk 

Value 

US$ 

/boe 

Unrisk 

Value 

US$m 

Unrisk 

Value 

£m 

Unrisk 

Value 

p/sh 

Risk Risk 

Value 

US$m 

Risk 

Value 

£m 

Risk 

Value 

p/sh 

Production                 

Diever West 2P --   50  8  7.5%  --   4  1  4.8  3  2  2  100%  3  2  2.0  

Brakel 2P --   11  2  15%  --   2  0.3  5.9  2  1  1  100%  2  1  1.1  

Geesbrug 2P --   31  5  15%  --   5  1  4.9  4  3  2  100%  4  3  2  

Grolloo 2P --   0.5  0.1  15%  --   0.1  0.0  (19.3) (0.2) (0.2) (0.2) 100%  (0.2) (0.2) (0.2) 

                 

Total Production  --   93  16   --   10  2   8  6  5   8  6  5  

                 

Pitreadie Asset          11  9  7  100%  11  9  7  

AUPEC          3  2  2  100%  3  2  2  

                 

Net Cash/(Debt)              40  31  26  

Pitreadie Debt Adopted              (5) (4) (3) 

Athena Decommissioning              (9) (7) (6) 

Exploration CAPEX              (11) (8) (7) 

Admin Costs              (6) (5) (4) 

                 

CORE NAV          31  24  21   31  24  21  

                 

                 

Development Upside                 

                 

Platypus 2P --   105  18  15%  --   16  3  3.2  8  6  5  70%  6  5  4  

Perth 2P 61  22  64  70%  43  15  45  5.9  266  204  173  40%  106  82  69  

Dolphin 2C 11  5  12  70%  8  3  8  6.0  49  38  32  30%  15  11  10  

Lowlander 2C 21  11  23  70%  14  8  16  5.1  81  62  53  30%  24  19  16  

Ottoland 2C 6  7  7  15%  1  1  1  4.5  5  4  3  60%  3  2  1.8  

Papekop 2C 4  24  8  15%  1  4  1  3.2  4  3  2  60%  2  2  1.4  

                 

Total Development Upside  102  173  131   66  46  74   412  317  269   156  120  102  

                 

                 

Exploration Upside                 

                 

Platypus East P50 --   30  5  15%  --   5  1  3.1  2  1.8  1.5  40%  0.9  0.7  0.6  

Skerryvore Well P50 157  --   157  30%  47  --   47  4.2  196  151  128  5%  10  8  6.4  

Boergrup Well P50 --   17  3  8%  --   1  0  2.5  1  0.4  0.3  10%  0.1  0.0  0.0  

                 

Total Exploration Upside  157  47  165   47  6  48   199  153  130   10.8  8.3  7.1  

                 

Pitreadie Wind Upside          7  5  4  20%  1  1  1  

                 

TOTAL NAV          650  500  424   200  154  130  

Source: Arden Research. 
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NAV Table – Downside Case 

Field/Prospect  Gross 

Oil 

mmbbl 

Gross 

Gas 

bcf 

Gross 

Pet’m 

mmboe 

WI Net Oil 

mmbbl 

Net 

Gas 

bcf 

Net 

Pet’m 

mmboe 

Unrisk 

Value 

US$ 

/boe 

Unrisk 

Value 

US$m 

Unrisk 

Value 

£m 

Unrisk 

Value 

p/sh 

Risk Risk 

Value 

US$m 

Risk 

Value 

£m 

Risk 

Value 

p/sh 

Production                 

Diever West 2P --   50  8  7.5%  --   4  1  1.8  1  1  1  100%  1  1  0.8  

Brakel 2P --   11  2  15%  --   2  0.3  3.6  1  1  1  100%  1  1  0.7  

Geesbrug 2P --   31  5  15%  --   5  1  2.6  2  2  1  100%  2  2  1  

Grolloo 2P --   0.5  0.1  15%  --   0.1  0.0  (25.0) (0.3) (0.2) (0.2) 100%  (0.3) (0.2) (0.2) 

                 

Total Production  --   93  16   --   10  2   4  3  3   4  3  3  

                 

Pitreadie Asset          11  9  7  100%  11  9  7  

AUPEC          3  2  2  100%  3  2  2  

                 

Net Cash/(Debt)              40  31  26  

Pitreadie Debt Adopted              (5) (4) (3) 

Athena Decommissioning              (9) (7) (6) 

Exploration CAPEX              (11) (8) (7) 

Admin Costs              (6) (5) (4) 

                 

CORE NAV          27  21  18   27  21  18  

                 

                 

Development Upside                 

                 

Platypus 2P --   105  18  15%  --   16  3  0.5  1  1  1  70%  1  1  1  

Perth 2P 61  22  64  70%  43  15  45  0.7  33  25  22  40%  13  10  9  

Dolphin 2C 11  5  12  70%  8  3  8  1.8  15  12  10  30%  5  3  3  

Lowlander 2C 21  11  23  70%  14  8  16  2.2  35  27  23  30%  11  8  7  

Ottoland 2C 6  7  7  15%  1  1  1  0.4  0  0  0  60%  0  0  0.1  

Papekop 2C 4  24  8  15%  1  4  1  0.0  0  0  0  60%  0  0  0.0  

                 

Total Development Upside  102  173  131   66  46  74   85  65  55   29  23  19  

                 

                 

Exploration Upside                 

                 

Platypus East P50 --   30  5  15%  --   5  1  0.8  1  0.5  0.4  40%  0.2  0.2  0.2  

Skerryvore Well P50 157  --   157  30%  47  --   47  0.1  5  4  3  5%  0  0  0.2  

Boergrup Well P50 --   17  3  8%  --   1  0  0.7  0  0.1  0.1  10%  0.0  0.0  0.0  

                 

Total Exploration Upside  157  47  165   47  6  48   5  4  4   0.5  0.4  0.3  

                 

Pitreadie Wind Upside          7  5  4  20%  1  1  1  

                 

TOTAL NAV          124  95  81   58  45  38  

Source: Arden Research. 
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NAV Table – Perth FPSO Case 

Field/Prospect  Gross 

Oil 

mmbbl 

Gross 

Gas 

bcf 

Gross 

Pet’m 

mmboe 

WI Net Oil 

mmbbl 

Net 

Gas 

bcf 

Net 

Pet’m 

mmboe 

Unrisk 

Value 

US$ 

/boe 

Unrisk 

Value 

US$m 

Unrisk 

Value 

£m 

Unrisk 

Value 

p/sh 

Risk Risk 

Value 

US$m 

Risk 

Value 

£m 

Risk 

Value 

p/sh 

Production                 

Diever West 2P --   50  8  7.5%  --   4  1  4.3  3  2  2  100%  3  2  1.8  

Brakel 2P --   11  2  15%  --   2  0.3  5.5  2  1  1  100%  2  1  1.0  

Geesbrug 2P --   31  5  15%  --   5  1  4.4  3  3  2  100%  3  3  2  

Grolloo 2P --   0.5  0.1  15%  --   0.1  0.0  (20.1) (0.2) (0.2) (0.2) 100%  (0.2) (0.2) (0.2) 

                 

Total Production  --   93  16   --   10  2   7  6  5   7  6  5  

                 

Pitreadie Asset          11  9  7  100%  11  9  7  

AUPEC          3  2  2  100%  3  2  2  

                 

Net Cash/(Debt)              40  31  26  

Pitreadie Debt Adopted              (5) (4) (3) 

Athena Decommissioning              (9) (7) (6) 

Exploration CAPEX              (11) (8) (7) 

Admin Costs              (6) (5) (4) 

                 

CORE NAV          31  24  20   31  24  20  

                 

                 

Development Upside                 

                 

Platypus 2P --   105  18  15%  --   16  3  2.7  7  5  5  70%  5  4  3  

Perth 2P 61  22  64  70%  43  15  45  3.1  141  109  92  40%  57  44  37  

Dolphin 2C 11  5  12  70%  8  3  8  5.1  42  32  28  30%  13  10  8  

Lowlander 2C 21  11  23  70%  14  8  16  4.5  71  55  47  30%  21  16  14  

Ottoland 2C 6  7  7  15%  1  1  1  3.5  4  3  2  60%  2  2  1.4  

Papekop 2C 4  24  8  15%  1  4  1  2.5  3  2  2  60%  2  1  1.1  

                 

Total Development Upside  102  173  131   66  46  74   268  206  175   99  76  65  

                 

                 

Exploration Upside                 

                 

Platypus East P50 --   30  5  15%  --   5  1  2.7  2  1.6  1.3  40%  0.8  0.6  0.5  

Skerryvore Well P50 157  --   157  30%  47  --   47  3.2  149  115  97  5%  7  6  4.9  

Boergrup Well P50 --   17  3  8%  --   1  0  2.1  0  0.3  0.3  10%  0.0  0.0  0.0  

                 

Total Exploration Upside  157  47  165   47  6  48   152  117  99   8.3  6.4  5.4  

                 

Pitreadie Wind Upside          7  5  4  20%  1  1  1  

                 

TOTAL NAV          457  352  298   140  107  91  

Source: Arden Research. 
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Financial forecasts 

Our financial forecasts are based on Parkmead’s existing Netherlands producing fields 

(principally Diever West, supplemented by Brakel, Geesbrug and Grolloo), with an 

additional contribution from the AUPEC business. We use UK North Sea gas prices as a 

proxy for Netherlands prices. 

We strip share-based payments out of our EBITDA and EBITDAX numbers, given the 

magnitude of these (discussed further below). 

We allow for a limited degree of CAPEX until the company confirms when its 

development projects (Platypus, Greater Perth Area) are going ahead, likewise any 

potential exploration wells. 

We also make adjustments for the shares issued and debt assumed as a result of the 

Pitreadie Farm acquisition. 

Income Statement 

Year to June  2017A 2018A 2019A 2020E 2021E 2022E 

        

Oil Production mbbl/d --   --   --   --   --   --   

Gas Production mmcf/d 2.4  3.3  3.3  3.1  3.2  2.9  

Total Production mboe/d 0.4  0.6  0.6  0.5  0.5  0.5  

Average Brent Oil Price US$/bbl 50.0  63.7  68.7  52.0  45.0  58.0  

Average NBP Gas Price US$/mcf 40.8  51.1  52.7  34.0  43.0  43.0  

Unit OPEX US$/boe (13.5) (10.9) (9.6) (13.6) (15.9) (17.2) 

US$/£ US$ 1.27  1.35  1.29  1.30  1.30  1.30  

        

Sales £m 3.1  5.8  7.1  3.8  5.0  4.6  

OPEX £m (1.5) (1.6) (1.5) (1.9) (2.4) (2.4) 

AUPEC £m 0.3  0.4  0.4  0.3  0.3  0.3  

Depreciation £m (0.7) (0.5) (0.2) (0.4) (0.4) (0.4) 

Gross Profit £m 1.2  4.1  5.7  1.8  2.5  2.2  

Exploration Expense £m (2.7) (5.2) (0.2) (0.2) --   --   

G&A £m (1.7) (1.6) (1.5) (1.7) (1.7) (1.8) 

Share-Based Payments £m (0.7) (2.5) 1.1  (1.0) (1.0) (1.0) 

Operating Profit £m (3.8) (5.3) 5.1  (1.1) (0.2) (0.6) 

EBITDA £m (2.5) (2.3) 4.3  0.3  1.2  0.8  

EBITDAX £m 0.2  3.0  4.5  0.4  1.2  0.8  

Finance Income £m 0.3  0.1  0.2  0.1  0.1  0.1  

Finance Costs £m (0.7) (0.6) (0.5) (0.8) (0.8) (0.8) 

Adjusted PBT £m (4.3) (5.9) 4.8  (1.8) (0.9) (1.3) 

Exceptionals £m --   --   --   (1.3) --   --   

Reported PBT £m (4.3) (5.9) 4.8  (3.1) (0.9) (1.3) 

Tax £m (0.6) (1.3) (2.4) (0.8) (1.2) (1.0) 

Adjusted PAT £m (4.9) (7.1) 2.4  (2.6) (2.1) (2.3) 

Reported PAT £m (4.9) (7.1) 2.4  (3.9) (2.1) (2.3) 

        

Adjusted Diluted EPS p (5.0) (7.2) 2.4  (2.5) (1.9) (2.1) 

Adjusted Basic EPS p (5.0) (7.2) 2.4  (2.5) (1.9) (2.1) 

Reported Basic EPS p (5.0) (7.2) 2.4  (3.7) (1.9) (2.1) 

Reported Diluted EPS p (5.0) (7.2) 2.4  (3.7) (1.9) (2.1) 

Source: Arden Research. 
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Balance Sheet 

Year to June  2017A 2018A 2019A 2020E 2021E 2022E 

        

Non-Current Assets        

PPE £m 16.0  12.3  11.8  20.5  20.1  20.0  

Goodwill £m 2.2  2.2  2.2  2.2  2.2  2.2  

Exploration Assets £m 33.4  30.3  34.1  36.9  40.0  43.6  

Available for Sale Financial Assets £m 3.2  5.7  --   --   --   --   

Interest Bearing Loans £m --   2.9  --   --   --   --   

Deferred Tax Assets £m 0.0  0.0  0.0  0.0  0.0  0.0  

Total Non-Current Assets £m 54.8  53.4  48.1  59.6  62.3  65.8  

        

Current Assets        

Trade and Other Receivables £m 0.9  1.3  0.7  0.7  0.7  0.7  

Interest Bearing Loans £m --   --   2.9  2.9  2.9  2.9  

Cash and Equivalents £m 26.4  23.8  30.7  23.9  20.2  15.5  

Current Tax Assets £m --   0.3  --   --   --   --   

Total Current Assets £m 27.3  25.4  34.2  27.5  23.8  19.1  

        

TOTAL ASSETS £m 82.2  78.9  82.3  87.1  86.1  84.8  

        

        

Current Liabilities        

Trade and Other Payables £m (2.4) (5.4) (4.6) (2.6) (2.6) (2.6) 

Current Tax Liabilities £m (0.5) (1.3) (1.6) (1.6) (1.6) (1.6) 

Total Current Liabilities £m (2.8) (6.7) (6.1) (4.1) (4.1) (4.1) 

        

Non-Current Liabilities        

Loans £m --   --   --   (3.6) (3.6) (3.6) 

Trade and Other Payables £m (0.1) (0.3) (0.0) (0.0) (0.0) (0.0) 

Deferred Tax Liabilities £m (1.3) (1.3) (1.3) (1.3) (1.3) (1.3) 

ABEX Provisions £m (9.1) (6.4) (6.6) (6.6) (6.6) (6.6) 

Total Non-Current Liabilities £m (10.5) (8.0) (7.9) (11.5) (11.5) (11.5) 

        

TOTAL LIABILITIES £m (13.3) (14.7) (14.0) (15.6) (15.6) (15.6) 

        

        

Equity        

Share Capital £m 19.5  19.5  19.5  19.5  19.5  19.5  

Share Premium £m 87.8  87.8  87.8  93.7  94.7  95.8  

Revaluation and Merger Reserve £m (2.8) (0.3) --   --   --   --   

Retained Earnings £m (35.7) (42.8) (39.1) (41.7) (43.8) (46.1) 

Total Shareholders' Equity £m 68.9  64.2  68.3  71.5  70.5  69.2  

        

        

TOTAL LIABILITIES AND EQUITY £m 82.2  78.9  82.3  87.1  86.1  84.8  

Source: Arden Research. 
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Cash Flow Statement 

Year to June  2017A 2018A 2019A 2020E 2021E 2022E 

        

Operating Cash Flow        

Operating Profit £m (3.8) (5.3) 5.1  (1.1) (0.2) (0.6) 

Depreciation £m 0.7  0.5  0.2  0.4  0.4  0.4  

Exploration and Amortisation £m 2.4  5.0  --   0.2  --   --   

Share Based Payments £m 0.7  2.5  (1.1) 1.0  1.0  1.0  

FX £m (0.2) (0.1) (0.2) --   --   --   

Change in Receivables £m 0.5  (0.4) 1.7  --   --   --   

Change in Payables £m (0.1) 3.2  (1.1) (2.0) --   --   

Cash Tax £m 0.1  (0.8) (1.8) (0.8) (1.2) (1.0) 

Operating Cash Flow £m 0.2  4.7  2.9  (2.4) 0.0  (0.2) 

        

Investing Cash Flow        

Interest Received £m 0.3  0.1  0.2  0.1  0.1  0.1  

E&A CAPEX £m (1.2) (1.9) (3.7) (3.1) (3.1) (3.5) 

Development CAPEX £m (0.8) (0.1) (0.0) (0.6) --   (0.2) 

Available for Sale Financial Assets £m 0.0  --   6.4  --   --   --   

Acquisitions £m --   --   --   (8.5) --   --   

Advance of Loans £m --   (2.9) --   --   --   --   

Investing Cash Flow £m (1.7) (4.8) 2.8  (12.1) (3.0) (3.7) 

        

Free Cash Flow £m (1.7) 2.7  (0.9) (6.8) (3.8) (4.8) 

        

Financing Cash Flow        

Shares Issued £m --   --   --   4.9  --   --   

Repayment of Loans £m --   --   0.9  3.6  --   --   

Interest Paid £m (0.0) (0.0) (0.0) (0.8) (0.8) (0.8) 

Financing Cash Flow £m (0.0) (0.0) 0.9  7.7  (0.8) (0.8) 

        

Cash at Beginning of Year £m 28.3  26.4  23.8  30.7  23.9  20.2  

Net Change in Cash £m (1.5) (0.2) 6.6  (6.7) (3.7) (4.7) 

Cash at End of Year £m 26.4  23.8  30.7  23.9  20.2  15.5  

        

Net Cash/(Debt) £m 29.6  29.5  30.7  20.3  16.6  11.9  

Source: Arden Research. 

Administrative costs and share-based payments review 

Parkmead has a number of items included in its P&L G&A charge that are worth investors 

being aware of, and some of which we adjust for. 

First, the company has two share-based payment items. One is a traditional equity-

settled instrument, and this is expensed through the P&L and typically adjusted out of 

the cash flow statement in the OCF reconciliation in the accounts. 

The other is Share Appreciation Rights (SARs), and these can be settled in either equity 

or cash. As part of this, the SARs are marked-to-market through the P&L depending on 

movements in the Parkmead share price, leading to both charges and credits being 

realised for G&A in different years. We understand that this movement in the SARs is 

non-cash, and is adjusted out of the cash flow statement through the payables line in 

the OCF. The company guides that no cash payments have been made under the SAR 

scheme over FY 2016 to FY 2019 inclusive. 

We would also point out that the equity-settled share-based payments charge matched 

the reported OCF adjustment in FY 2017 to FY 2019, but not in FY 2016. 

In our forecasts, we fully adjust all share-based payments out of our cash flow. 

Below is a table including reconciliation of reported G&A charge to adjusted, stripping 

out the equity-settled share-based payments and the SARs. 
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G&A Charge Reconciliation 

Year to June  2016A 2017A 2018A 2019A 

G&A Charge £m (0.5) (2.3) (4.2) (0.4) 

Equity-Settled Share-Based Charge/(Credit) £m 0.058 0.043 0.018 0.024 

SARs Share-Based Charge/(Credit) £m (1.4) 0.6 2.5 (1.1) 

Adjusted G&A £m (1.9) (1.7) (1.6) (1.5) 

      

OCF Share-Based Payments Adjustment £m (0.674) 0.043 0.018 0.024 

      

G&A Allocation to CAPEX £m (1.7) (1.4) (1.7) (2.1) 

Source: Arden Research. 

Second, we would also point out that the adjusted G&A charge is relatively low versus 

peers. This is largely due to a G&A charge for specific asset work being stripped out of 

the Parkmead P&L charge, and then Parkmead’s share recognised in the CAPEX line in 

the company’s cash flow statement. Over the last few years this has typically been £1.5-

2.0m, as above. 

Related party transactions review 

There have been two related party transactions that Parkmead has carried out in recent 

years. First, the company made a £2.9m two-year loan to Energy Management 

Associates Limited (at a rate of 2.5%) on 27 July 2017. The loan was extended by another 

24 months in July 2019. Tom Cross, Executive Chairman of Parkmead, is a shareholder 

and Director of Energy Management Associates. The company accounts also add that 

“Through this facility, The Parkmead Group plc has been granted an exclusive option to 

join Energy Management Associates Limited in new ventures being evaluated by the 

company, including inter alia potential opportunities relating to renewable energies”. 

The loan appears as an asset on the Parkmead balance sheet under Interest Bearing 

Loans (£2.9m as of end December 2019). 

Second, in August 2019 Parkmead announced the acquisition of Pitreadie Farm - a 2,320-

acre site near Aberdeen where the company intends to assess the potential for onshore 

wind, solar and biomass projects. Pitreadie Farm was acquired for £8.5m, of which £4.9m 

was paid in Parkmead shares (at a 50.8p/share valuation) and £3.6m by the assumption 

by Parkmead of a Bank of Scotland loan. Tom Cross’s wife, Linda Cross, was a 75% 

shareholder in Pitreadie Farm and had a director loan of £4.3m with Pitreadie Farm, 

which was settled in Parkmead shares as part of the transaction. Tom Cross’ holding in 

Parkmead rose from 19% to 26% as a result. 

Athena liabilities review 

Parkmead has completed the first phase of the decommissioning of its Athena field 

(removal of the buoy, mid-water arch and riser/umbilical). The remaining work 

comprises plugging and abandoning of wells and removal of the remaining subsea 

infrastructure. Parkmead carries a liability of £6.9m on its end December 2019 balance 

sheet to represent its net share of these works, and we expect this to be paid out 

between now and 2023. The company currently has the cash available to meet this, with 

£5.3m of restricted cash listed in its FY 2019 accounts (not split out in the H1 FY 2020 

accounts). 

It’s worth noting that resources remain in Athena, and there is potential for 

redevelopment as a tie-back to a wider Greater Perth Area development in the future. 

Portfolio overview 

Parkmead has assembled an extensive licence portfolio in the UK North Sea and onshore 

the Netherlands. 

The UK portfolio consists of a mix of development and exploration assets. The Platypus 

project in the Southern North Sea could take FID in 2021, with first gas in less than two 
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years after that. The Greater Perth Area project in the Outer Moray Firth is progressing 

the dual-track development options of tie-back to the Scott platform and a standalone 

FPSO, looking to address the challenge of developing these relatively high H2S oil fields. 

Parkmead also has exploration prospects in the central North Sea and West of Shetland. 

In the Netherlands the company has a portfolio of onshore producing gas assets 

(principally Diever West), with a number of existing discoveries and new exploration 

wells to drill, all of which could potentially add to production going forward. 

 

Parkmead Asset Overview Map 
 

 

Source: Parkmead. Note: * Operator. 
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How will Parkmead build value? 

In our view, Parkmead has five main routes to augmenting the value of the company, 

each exhibiting different risk profiles. First, the existing gas production in the 

Netherlands already provides helpful cash flows, and there are opportunities for new 

developments to support and augment the production profile here. Second, the 

Platypus JV is progressing development, with FID potentially in 2021 on a tie-back to the 

Cleeton platform. This could represent a new source of production cash flows for 

Parkmead with its 15% stake of this 105bcf project. 

Third, and most materially, Parkmead can progress development of its Greater Perth 

Area sour oil assets – total 2P+2C of 99mmboe held 100% by Parkmead. While the levels 

of H2S make development more challenging, discussions with CNOOC for tie-back to the 

Scott platform are ongoing, and material development progress could drive very 

significant share price upside for Parkmead. 

Fourth, Parkmead has an extensive portfolio of UK North Sea exploration assets, on 

which it is progressing work and which could be farmed out and drilled up going forward. 

Fifth, Parkmead’s non-E&P activities, including its established AUPEC consultancy and 

benchmarking business, alongside the more nascent renewables development 

business, diversify the company’s potential. 

Below we set out these strands in more detail, demonstrating the variety of upside 

routes available to Parkmead. The company’s £22.3m end December 2019 net cash pile 

gives the company optionality in pursuing these. 

1. Netherlands gas production – incremental potential 

Parkmead holds small non-operated stakes in four producing gas licences onshore the 

Netherlands (all operated by Vermilion Energy). These delivered net production of 

0.6mboe/d in FY 2019 (0.5mboe/d in H1 FY 2020), providing helpful cash flows to cover 

corporate overheads. Parkmead has three main routes to support and potentially 

increase production from these assets. First, there are a number of 

workover/production optimisation options across the Netherlands assets that could be 

carried out, with a workover programme on Brakel recently completed. 

Second, there are the Ottoland and Papekop discoveries, which both contain liquids as 

well as gas. These could be progressed to development in the coming years, and early 

stage development planning is already underway on both assets. These could both 

provide helpful new production volumes at a strong margin. 

Third, there are up to four new potential exploration wells: Boergrup, Leemdijk, De Bree 

and Eesveen SE, all potentially in the coming years. These are all near the producing 

Diever West field, in a well-understood geological environment, and with the potential 

to be brought onstream relatively quickly on success. Parkmead should easily be able to 

fund its pro rata share of any drilling (we would estimate wells to cost around EUR8m 

gross each) from its existing cash holding. 

As such, there are several opportunities for Parkmead to augment its existing production 

position in the Netherlands. 
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Parkmead Netherlands Asset Map 

 
Source: Parkmead. 

2. Platypus development and Platypus East prospect – an 

achievable, low-cost upside project 

Parkmead holds a 15% stake in the Platypus discovery and nearby Platypus East 

prospect (operator Dana/KNOC), located in the UK southern North Sea. Platypus 

contains gross 2P reserves of 105bcf, and a development plan to tie this back to 

Perenco’s Cleeton platform was submitted by the JV in 2019. FID could be achieved in 

2021 and first gas less than two years after that, with peak production rates of 70mmcf/d 

gross targeted (2012 horizontal well tested at 27mmcf/d). The 30bcf Platypus East 

prospect is nearby and could be drilled post initial Platypus development, which would 

help augment production from the development on success. 

At peak, Platypus alone could add 1.8mboe/d of net production for Parkmead – a 

material level versus the net 0.5mboe/d achieved from existing assets in H1 FY 2020. The 

pursuit of development via tie-back should help reduce upfront CAPEX, making the 

project easier to fund for the company. There is also potential upside from drilling 
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Platypus East, which could add a future drilling catalysts and augment reserves and 

production volumes, as could drilling of the nearby Blackadder prospect or tie-in of any 

other regional fields. 

Overall, this should be an achievable project for Parkmead in the coming months and 

years, with the potential to drive share price catalysts and production growth. We could 

see FID reached in 2021 with first gas less than two years after that, providing ongoing 

catalysts and line of site to new cash flows for the company. 

Parkmead Platypus and Platypus East Asset Map 

 
Source: Parkmead. 

3. Greater Perth Area development – the big prize 

Parkmead’s company-making project is its Greater Perth Area development in the Outer 

Moray Firth in the UK North Sea. This comprises the Perth, Dolphin and Lowlander 

discoveries, which are located nearby the Scott and Piper fields. Altogether these contain 

99mmboe of 2P+2C, held 100% by Parkmead. There is also potential to include other 
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regional sour discoveries (Parkmead previously held the Marten and Polecat discoveries, 

for example). 

Greater Perth Area Discoveries 
Discovery Classification Gross Oil (mmbbl) Gross Gas (bcf) H2S Content 

Perth 2P 61 22 0.65% (0.235-1.14% range) 

Dolphin 2C 11 5 0.42% 

Lowlander 2C 21 11 0.9-2.4% range 

Source: Parkmead. 

The exact development concept for the Greater Perth Area is yet to be finalised, but it is 

likely to be either a tie-back to the Scott platform or alternatively a standalone FPSO. 

Under either scenario, we would expect gross plateau production of 20mbbl/d, with that 

plateau level initially based on Perth and then sustained by the progressive development 

of the other fields, and potentially any additional tie-ins. 

Successful progression of this development would be hugely significant for Parkmead, 

adding significant reserves and production, even if this was at a lower equity level post 

a potential farm down (which the current 100% interest gives significant scope for). 

Potential quantum of value uplift from development progression 

Progression should also represent ongoing value uplift. Our model values Perth, Dolphin 

and Lowlander combined at £90m risked, going to £246m fully unrisked. Just unwinding 

this risk discount at all should represent value creation based upon our numbers.  

Moreover, Parkmead acquired its initial 52% stakes in Perth and Dolphin as part of its 

£12.7m acquisition of DEO Petroleum in 2012 (when the company acquired assets 

containing 25.6mmboe of net 2C at £0.5/boe, 23.7mmboe of which was Perth and 

Dolphin). Given that the company is now at 100% in both assets and also in Lowlander 

(having assumed the balance of the interests in Perth and Dolphin for no consideration, 

and picking up Lowlander in a licensing round), progressing development and realising 

anything close to even our risked NAV would represent considerable value creation. 

Opportunity from solving H2S challenge 

Part of the reason Parkmead shares are trading at such a discount to our NAV (much of 

which is based on the Greater Perth Area), and, arguably, part of the reason the company 

was able to pick up the Greater Perth Area assets for the valuations it did, is due to the 

difficulty that the levels of H2S in the crude create for development. This is discussed in 

more detail elsewhere in this note, but if Parkmead is able to solve this problem and 

progress development, it represents steeper value upside potential than resources at 

this advanced development stage would typically exhibit in the UK stock market. This is 

a big part of the challenge and the opportunity for Parkmead in creating value from the 

Greater Perth Area. 
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Perth Area Asset Map 

 
Source: Parkmead. 

4. UK North Sea exploration could deliver drilling catalysts 

Parkmead has amassed an extensive exploration portfolio across three areas in the UK 

North Sea, principally via licensing round awards. The company is progressing early-

stage analysis work across these assets, preparatory to potential exploration drilling. Any 

wells that go ahead could provide drilling catalysts in the coming years, and potentially 

new development projects on success. 

West of Shetland – Sanda North and Sanda South, Davaar 

Parkmead holds 100% in three prospects located West of Shetland. The Sanda North 

and Sanda South prospects are targeting Vaila formation reservoir – the same formation 

that provides the reservoir for the nearby Foinaven, Schiehallion and Loyal fields. The 

source and seal rocks for Parkmead’s prospects are also the same as these fields. The 

205/12-1 well drilled updip of Parkmead’s Sanda prospects by Total in 1995 did not 

encounter Valia reservoir, and this is seen as consistent with a pinchout trap, as seen at 

Foinaven and Schiehallion. 

Overall, Sanda North and Sanda South are targeting 307mmboe of P50 prospective 

resources, and Parkmead is currently carrying out analysis (including using new 

geochemical data and reprocessing existing seismic), and on the back of this we could 

see exploration drilling, potentially funded by a farm out. 

The Davaar prospect is targeting 225mmbbl of gross P50 prospective resources, 

potentially forming a single geological feature with Sanda North and Sanda South, 

meaning a successful on one would help de-risk the other. Davaar further adds to the 

prospect inventory. 
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Parkmead West of Shetland Prospects Map 

 
Source: Parkmead. 

Central North Sea – Skerryvore 

Parkmead holds 30% and operatorship of the Skerryvore prospect in the central North 

Sea. Skerryvore is a stacked prospect, consisting of three reservoir packages: one at the 

Paleocene Mey Sandstone level and two at the Cretaceous Chalk level. Both reservoirs 

have previously been proven in the nearby Joanne, Judy and Orion fields. Total P50 

prospective resources across the three prospects are 157mmboe. Parkmead purchased 

a new set of seismic data covering Skerryvore and surrounding areas in Q3 2019, and 

this is being reprocessed to further de-risk and also potentially augment the prospect 

inventory on the licence. This process could lead to subsequent drilling in the coming 

years, potentially as early as late 2021. 
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Parkmead Skerryvore Prospect 

 
Source: Parkmead. 

Southern North Sea – Blackadder 

Parkmead holds 75% and is operator of the Blackadder gas prospect, located nearby and 

analogous to the company’s Platypus discovery (Rotliegendes reservoir). Blackadder is 

estimated to contain P50 prospective resources of 107bcf gross. Parkmead is currently 

undertaking further studies preparatory to making a decision on exploration drilling. 

Parkmead’s high existing equity stake leaves plenty of scope for a farm out to fund this. 
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5. Non-E&P businesses – AUPEC and UK onshore renewables 

development 

Parkmead has diversified its business away from E&P into two other areas: its AUPEC 

consulting business and its recently acquired Pitreadie Farm site, where there is 

potential for onshore wind, solar and biomass development. 

AUPEC – helpful cash flows 

AUPEC is an oil and gas consultancy business specialising in asset benchmarking, 

including valuation and tax system design, owned 100% by Parkmead. In FY 2019, AUPEC 

returned revenue of £1.2m, resulting in segment EBITDA of £0.4m, in-line with the £0.4m 

achieved in FY 2018. Parkmead is expanding the business, appointing a new Managing 

Director and expanding the analyst team during 2019. This could result in higher cash 

flows to help fund the wider Parkmead business, depending on wider industry activity. 

UK onshore renewables – a new venture 

In August 2019 Parkmead announced the acquisition of Pitreadie Farm (a related party 

transaction, discussed in more detail elsewhere in this note), a series of sites totalling 

2,320 acres in Aberdeenshire where the company plans to pursue renewable energy 

projects. One of the sites is next to the Mid Hill Windfarm, which contains 33 turbines, 

and wind speeds on Parkmead’s own site are estimated at 7-10m/s. Parkmead is also 

reviewing the potential for solar and biomass. 

The company’s renewables business is very nascent, but there is potential to diversify 

the portfolio and create value if projects are progressed and developed. Additionally, in 

a world where the oil and gas industry is increasingly aware of ESG, firms from the 

supermajors downwards are looking at their profile here, and it will do Parkmead no 

harm to augment its ESG credentials, both now but importantly going forward. 

We await further news on the company’s forward plans for Pitreadie, and there is the 

potential for Parkmead to invest in further assets in the renewables space. 

Overall, in its Netherlands position, Platypus and the Greater Perth Area, Parkmead has 

three different E&P projects exhibiting different risk profiles and different degrees of 

upside potential on progression. All of these have the potential to drive increases in 

value, and the cash pile gives Parkmead flexibility in achieving this. The UK exploration 

portfolio has the potential to provide catalysts and upside if and when drilling 

(potentially funded by farm outs) is progressed, and the AUPEC and renewables 

businesses lend diversity to the E&P risk profile, which could increase going forward. For 

us, the point is that Parkmead has numerous different routes to creating value. 

Developing the Greater Perth Area 

and dealing with the H2S 

The H2S content of Parkmead’s Greater Perth Area crude creates two particular issues 

with development. First, there is no existing infrastructure within tie-back range that 

could handle the H2S without topside facilities modification. Second, any development 

will hence need to take the requirements of H2S (safety, processing, disposal, and 

corrosion) into account, increasing design complexity and, potentially, cost. 

None of these issues are insurmountable, however. Parkmead has been carrying out 

significant work on this project since 2012, and has now defined two different 

development options: tie-back to and upgrade of facilities at the Scott field, and 

installation of a standalone FPSO. We lay these out below, with the treatment of the H2S 

discussed below that. 
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Scott field tie-back 

The Scott field is located 10km to the south-east of Perth. Tie-back would require 

installation of new facilities on the Scott platform to handle the H2S from Parkmead’s 

production stream. There would then likely be a tolling arrangement for use of the 

facilities, alongside an OPEX-share arrangement. Produced oil could be exported with 

Scott production via the Forties pipeline system, with any excess gas exported via the 

SAGE system. 

Parkmead reached an agreement with Scott operator CNOOC in 2018 for joint 

engineering studies to further progress the potential tie-back, with additional feasibility 

work continuing over 2019 with the Scott facility and Ineos-owned Forties Pipeline 

System and Kinneil oil terminal. We understand that this work has confirmed the 

technical and commercial feasibility of the Scott tie-back option for Perth development. 

Discussions between Parkmead and potential counterparties here are ongoing. 

Perth Theoretical Scott Tie-Back Development Schematic 

 
Source: Parkmead. 
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Standalone FPSO 

The main alternative to Scott tie-back is a standalone FPSO. Parkmead could potentially 

make use of an existing vessel (as opposed to a newbuild) and potentially a lease 

structure, reducing upfront CAPEX. Produced oil would be exported via shuttle tanker. 

Perth Theoretical Standalone FPSO Development Schematic (Including Gas Export) 

 
Source: Parkmead. 

What’s the issue with H2S and how will Parkmead address it? 

Why is H2S problematic? 

Parkmead’s Greater Perth Area assets exhibit relatively high levels of hydrogen sulphide 

(H2S) mixed in with the oil and gas, making for a sour crude oil. This is distinct from the 

presence of sulphur in crude where sulphur is bonded directly to carbon atoms or occurs 

as elemental sulphur in solution: both of these also make for a sour crude oil, but 

typically have implications more for refining and crude prices achieved, as opposed to 

the field operational considerations created by the presence of H2S. 

The presence of H2S in crude presents an added safety concern requiring additional 

design and operational processes and procedures. According to the UK’s Health & Safety 

Executive, H2S is considered to be a “broad-spectrum poison”, toxic at breathable 

concentrations. H2S is also corrosive to the equipment used to produce oil and gas, and, 

as such, routinely requires the use of alloy steels where it comes into contact with 

production and transportation equipment alongside other design modifications, 

increasing costs. 

The H2S also needs to be removed from the crude in order to comply with transportation 

specifications and create a saleable product, with the by-product then needing to be 

disposed of. 

Addressing these elements forms part of Parkmead’s plans for developing its Greater 

Perth Area assets. 

Has this been addressed in the UK North Sea before? 

There are several fields offshore UK producing sour crude as a result of it containing 

H2S. Additionally, there are further fields where production has become sour over time 
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due to the use of seawater injection to increase recovery, where the seawater creates a 

chemical reaction resulting in new H2S volumes being created downhole. 

Where a field is sour due to H2S at the beginning (known as “native” H2S), the production 

facilities are designed and operated to allow for this and in accordance with UK 

regulations. Where a field becomes sour due to H2S formation during its life, facilities 

and procedures can be modified to deal with the gradually rising H2S volumes. 

In the UK North Sea, the Buzzard and Tartan fields have been successfully produced with 

native H2S volumes, whereas the Scott platform is an example of facilities that have been 

part modified to deal with rising H2S later in a field’s life. 

How much H2S is there in Greater Perth Area crude, and how does this compare 

to other fields? 

For Perth, average H2S concentrations in the oil range from 0.235% to 1.14% (0.65% 

average), with gravity of 30-32 degrees API. At Dolphin, well tests have shown H2S at 

0.42%, with oil at 38 degrees API. In the 2016 Senergy CPR, H2S for Lowlander is given at 

between 0.9% and 2.4% with oil at 39 degrees API. As such, while Greater Perth Area 

crude is sour due to the H2S, it is also light, helping with marketability. 

Nevertheless, the H2S levels for the crude in the Greater Perth Area fields are still high 

enough that they will require production processing in order to suitably lower these for 

onward transportation and sale. While these H2S levels are relatively strong compared 

with other fields that produce with H2S offshore UK, they are significantly lower than 

other fields globally that produce and deal with H2S. 

The table below shows this in more detail, displaying UK fields alongside global examples 

that successfully produce and deal with H2S. 

Greater Perth Area Crudes versus Other North Sea and Global Fields 
Field Operator H2S Content API  

    

Greater Perth Area    

Perth Parkmead 0.65% (0.235-1.14% range) 30-32 degrees 

Dolphin Parkmead 0.42% 38 degrees 

Lowlander Parkmead 0.9-2.4% range 39 degrees 

    

UK Offshore    

Buzzard CNOOC 0.00-0.06% range  32 degrees 

Tartan Repsol Sinopec 0.4% 38 degrees 

Calder Chrysaor Up to 0.45% Sour gas field 

Douglas Eni 0.5% 44 degrees 

    

Global    

Galkynysh (Turkmenistan) Turkmengas 6% Sour gas field 

Bab (Abu Dhabi) ADNOC 15% 40 degrees 

Chuandongbei (China) Chevron 8-17% range Sour gas field 

Pugang (China) CNPC 13-18% H2S Sour gas field 

Kashagan (Kazakhstan) NCOC 19% 45 degrees 

Shah (Abu Dhabi) ADNOC 23% Sour gas field 

Shaikan (KRI) Gulf Keystone 12% 14-20 degrees 

Taq Taq (KRI) Genel/CNPC 1-2% 24-48 degrees 

Source: 2016 Senergy CPR, Parkmead, Internet. 

How is H2S usually treated? 

In general, most crude oil needs some processing of one sort or another near the 

reservoir before it can be transported by pipelines and/or tankers for refining.  Crudes 

containing H2S require additional treatment, however. 

There are three main methods used to reduce the content of H2S (not mutually 

exclusive): 1) flaring, 2) use of a chemical scavenger and 3) use of a stripping system. 

Alongside facilities to reduce H2S content, in many instances companies will also look to 

add additional detection systems to identify potential leakages. In our own experience, 

in 2019 we visited the Taq Taq (1-2% H2S) and Shaikan (12% H2S) fields in the Kurdistan 
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Region of Iraq, both of which had enhanced HSE procedures in place due to the H2S 

levels in the produced crude. 

Solution #1 – Flaring. Flaring of gas alongside production is commonly used to burn gas 

that is deemed uneconomic to export. Flaring is also used to burn gases that pose a 

safety threat, as is the case with gas with a high H2S content. 

Burning sour gas produces water vapour and sulphur dioxide. Consent is required under 

the EU Emission Trading System where flaring in excess of 40 tonnes/day of H2S takes 

place. We understand that Parkmead is in discussions with the OGA and Department for 

Business, Energy & Industrial Strategy (BEIS) towards obtaining this consent. 

Solution #2 – Scavenger. Crude oil can also be treated with an H2S scavenger before 

being transported to the refiner. A scavenger is a treating chemical used to change the 

contaminant to a less harmful compound. The most common type is a water-soluble 

scavenger, attractive due to their lower costs and faster reaction rates. 

Oil-soluble scavengers can also be used (in high temperatures or when the water 

tolerance of the hydrocarbon is an issue), as well as metal-based scavengers, which have 

higher reactivity with H2S and are thus used to reduce H2S contents where other 

scavenger types have been unable to do so. 

Further consideration must be given to the by-products produced from the reaction 

between the scavenger and the H2S content in order to mitigate the risk of further 

corrosion activity from the residue. 

Solution #3 – Stripping. Stripping can be carried out with clean methane or nitrogen, 

with the gas used to strip H2S from the crude oil, and the gas then flared. This approach 

is typically relatively energy intensive. 

What is Parkmead’s solution for its H2S? 

At present, we understand that Parkmead is considering a balance of the above-

mentioned common methods, depending upon the development option that is 

ultimately selected.  

In the case of a standalone FPSO development, Parkmead would elect to perform a 

partial H2S treatment process combined with flaring of the hazardous H2S. As part of 

this process, fuel gas would be provided to help power the FPSO marine systems and 

fluid treatment process. 

In the case of a tie-back to Scott (or potentially elsewhere), Parkmead would look to use 

a combination of treatments similar to the FPSO solution, but with the addition of further 

processing allowing the recovery of extra hydrocarbons. 

The planned Scott process would separate the gas from the oil, with a water-based 

scavenger then used to remove any residual H2S from the oil to bring it up to export 

specification.  The oil would then be metered and passed to the Scott third stage 

separator, before being exported via the Forties pipeline system as part of the Scott 

export stream. 

The separated gas would be processed and exported via the SAGE pipeline system, or 

used as fuel gas on the Scott platform. Non-export quality gas (still containing H2S) 

would be flared via a new acid/sour gas flare on Scott. This would be achieved using 

amine or membrane gas processing (final decision to be taken during FEED) to separate 

out the clean hydrocarbon gas from the bulk gas, with the clean gas then fed back to the 

Scott fuel gas system and the residual gas (containing the H2S) flared. Using the gas for 

fuel on Scott would have significant OPEX and environmental benefits versus flaring it 

all. 

To deal with corrosion from the H2S, all metal surfaces in the transport and production 

process systems that would come into contact with the untreated reservoir fluids would 

either be made from or coated with corrosion resistant alloys. 

Parkmead’s potential plans for the Scott facilities would include more extensive 

modification than that already carried out for existing Scott field H2S. 



 

 

25 June 2020 
 

 

 

 

See page 43 for regulatory disclosure 30 
Arden Partners plc is authorised and regulated by the Financial Conduct Authority and is a member of the London Stock Exchange. www.arden-partners.com 

 

Oil prices 

Significant demand destruction 

The recent fall in oil prices has been precipitous and unexpected. Demand expectations 

had been slowly eroded from early in 2020 as the coronavirus ramped up in China (with 

a brief period of strength on the US airstrike that killed Iranian general Qasem 

Soleimani), but these then fell much more sharply as many countries around the world 

imposed lockdown measures over Q1 2020 in response to the global spread of the 

coronavirus. This is widely seen as having had an overall effect of temporarily reducing 

global demand by as much as 30mmbbl/d, or 30%. 

OPEC+ U-turn in favour of production cuts 

Where OPEC+ was then expected to step in with increased production cuts (which have 

supported oil markets since late 2016) the group chose not to, with key members Saudi 

Arabia and Russia instead announcing in March 2020 that they would increase 

production. Saudi Arabia had been producing below 10mmbbl/d, but then moved to 

increase to 12mmbbl/d in April, with plans to increase capacity in time to take this level 

to 13mmbbl/d (for reference 2019 global oil supply was 101mmbbl/d total). 

This was mootedly an attempt by Saudi Arabia and Russia to significantly damage the 

US shale sector, which had driven US production to 13mmbbl/d in recent years as OPEC+ 

cut in order to support prices. The growth of US shale production was already beginning 

to moderate, with underlying debt and equity investors pressuring operators to focus 

on cash flows and returns as opposed to headline production. 

The precipitous fall in oil demand due to the coronavirus then caused a U-turn by OPEC+ 

and other countries, which agreed in April to combined oil production cuts of 

9.7mmbbl/d. These began being implemented from the beginning of May, with 

compliance from members of the agreement seen as good. Subsequently, Saudi Arabia, 

Kuwait and the UAE announced additional, voluntary production cuts. This has all done 

much to stabilise oil prices and begin to drive recovery. 

Importantly, in June OPEC+ agreed to extend the full agreed production cut for July too, 

where the original agreement was for this to be partially relaxed. This has been very 

helpful in continuing to support oil prices, as the market waits for stronger signs that 

demand is recovering. 

Concerns over storage limits beginning to ebb 

In April 2020, the market went through a short period where OPEC+ cuts and anticipated 

market-driven production cuts in Norway, Canada and the USA were not expected to 

make up for the oil demand destruction from the coronavirus in the short term. Market 

attention turned to oil storage levels and how quickly these might fill up. In late April, the 

May 2020 WTI forward contract fell to a price of negative US$37/bbl just prior to its expiry 

as concern mounted that storage would fill up at the delivery point in Cushing, 

Oklahoma. The danger of storage filling up, both in the US and globally, is now widely 

seen to have reduced, with draws seen on US inventory levels and, crucially, more 

countries continuing to relax coronavirus lockdown measures in order to allow 

economic life to resume. 

Outlook – not unreasonable to expect further oil price recovery in H2 

In terms of outlook, in our view it’s a case of how quickly demand is able to recover, and 

then how quickly the volumes that have built up in storage are drained, which will then 

allow the OPEC+ cuts to become more effective. The OPEC+ deal has a framework to 

progressively bring back some supply over the long term, making it more likely, in our 

view, that this agreement remains in place, as opposed to being suddenly reversed once 

demand begins to recover strongly. 
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It’s pretty clear that coronavirus disruption in some form will remain with us for the 

medium term, though we think it reasonable to assume that the ongoing easing of 

lockdown restrictions should continue to allow demand recovery in H2 2020. The speed 

with which demand recovers will depend on the manner in which restrictions continue 

to be lifted, and how effective the actions of governments to keep businesses running 

during the lockdown prove to have been. Given the assumption that populations 

gradually return to their former lifestyles as and when permitted, potentially in part 

hampered by some degree of economic slowdown, we are optimistic that demand will 

bounce back relatively strongly. 

The oil that has built up in storage will likely act as a partial brake on price recovery even 

once demand does begin to recover, though the OPEC+ cuts will help drain the surplus 

more quickly, and importantly could help create a stronger price environment moving 

through late 2020 and into 2021 once the glut is worked through. 

At the current time, strong OPEC+ compliance and markets continuing to look ahead to 

further demand recovery have supported a strong resurgence in oil prices. This has been 

tempered by concern over a second wave of coronavirus as global lockdowns are eased, 

and data here will likely affect prices in the coming weeks. Seeing positive demand data 

coming through, alongside maintained OPEC+ compliance and controlled coronavirus 

spread data, will likely be key for maintenance of these levels and additional price 

recovery going forward. 

Below we show a chart of forecast oil supply and demand from the EIA released in early 

June, which accounts for the demand destruction and for the OPEC+ cuts. The EIA 

forecasts oil demand to strongly outstrip supply from H2 2020 and through 2021 

(particularly when compared to the degree of difference between the two over the last 

few years). We also show the Brent forward curve, demonstrating the contango position 

in the futures market. 

EIA historic and forecast global liquid fuels supply and demand and stock movements data (as of 9 June 2020) 
 

 
Source: EIA. 
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Brent historic prices and forward curve (monthly) 

 

 

Source: Bloomberg. 

For Parkmead, the company is much more focused on asset augmentation and resource 

progression than on existing production (which is gas in any event). Additional diversity 

is also provided by the AUPEC and renewables development arms of the business. 

Parkmead is also well funded from its cash pile. As such, apart from the impact on stock 

market sentiment, Parkmead is not immediately affected by the falls in oil prices, though 

further oil price recovery may be required for significant progression of the company’s 

oil-focused projects. 

Gas prices 

Parkmead is exposed to gas prices principally via the company’s producing assets 

onshore Netherlands and its Platypus development project. Being onshore, the 

Netherlands assets continue to generate cash flow even at low gas prices. On Platypus, 

FID on the development has been delayed by operator Dana/KNOC in order to finalise 

FEED optimisation work, and we may need to see gas prices recover before the 

development is progressed. 

We have used UK NBP gas prices as a proxy in our modelling for the Netherlands gas 

prices received by Parkmead. Strong global gas supplies, including increased availability 

of LNG imports, have put pressure on UK gas prices in 2020, depressing contemporary 

and expected future gas prices. This effect has then been compounded by the impact of 

the coronavirus on demand, driving spot prices yet lower as this works its way through. 

Prices currently sit at low levels around 13p/therm as we move into the summer. 

Going forward, the forward curve continues to support prices broadly in the 30p/therm 

to 45p/therm winter/summer range, and this is largely what we base our (relatively 

strong) 43p/therm annual average long term modelling assumption on. 
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UK NBP historic gas prices and forward curve (monthly) 

 
Source: Bloomberg. 

There is a more nuanced view looking at Woodmac data, where its global gas price 

outlook (published prior to the coronavirus crisis) sees Northern Europe prices dipping 

more sharply in the coming few years as global gas oversupply continues, but then 

recovering more strongly as this abates, even once the next wave of LNG projects begin 

supplies in the mid/late 2020s. 

We are yet to see what the long-term impacts of the coronavirus pandemic will be on 

the global gas supply demand picture, from both the view of demand recovery as the 

world emerges from lockdown restrictions, but also on the supply side as to how any 

delays might affect existing projects or the oil industry downturn affect commencement 

of new ones. 

Overall, we are optimistic of at least a fair long-term gas price outlook for Parkmead, 

with the company’s relatively low-cost position on these assets assisting with 

attractiveness and returns. 
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Woodmac global gas price outlook  

 
Source: Woodmac via IOG. 

 

Significant shareholders 

Parkmead Significant Shareholders 
Investor Shareholding 

Tom Cross 26% 

Cavendish AM 9% 

Polar Capital 3% 

Source: Argus Vickers, Parkmead. 
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Board and management 

Tom Cross – Executive Chairman 

Tom is a Chartered Director and petroleum engineer with extensive energy sector 

experience, spanning projects in more than 20 countries. Tom was the founder and Chief 

Executive of Dana Petroleum plc through until its sale to the Korea National Oil 

Corporation in 2010. Prior to Dana, he held senior positions with Conoco, Thomson 

North Sea, Louisiana Land and Exploration and was Director of Engineering at the UK 

Petroleum Science and Technology Institute. Tom is a former Chairman of BRINDEX, the 

Association of British Independent Oil Companies, a former adviser to the BBC on energy 

affairs and a Fellow of the Institute of Directors. 

Ryan Stroulger – Finance Director 

Ryan has been a key member of The Parkmead Group management team since its 

foundation as an energy business in 2010. Ryan served as Commercial Director of the 

Group before becoming Finance Director. He has been responsible for identifying and 

driving forward numerous asset and corporate opportunities, such as the acquisitions 

of DEO Petroleum plc and Lochard Energy Group PLC. Prior to this, he served as Group 

Finance Manager, responsible for all aspects of Parkmead's external financing, from 

strategic planning through to successful execution. He is a member of the UK’s Institute 

of Directors (IoD) and was awarded the Corporate Finance Qualification by the Institute 

of Chartered Accountants in England and Wales (ICAEW). 

Philip Dayer – Non-Executive Director 

Philip has over 40 years of corporate finance, public company and stock market 

experience. He has worked with a number of prominent City institutions and advised a 

wide range of public companies including UK and international groups active in the oil 

and gas sector. Philip qualified as a Chartered Accountant and went on to gain extensive 

experience as Director or Head of Corporate Finance with Barclays de Zoete, Citigroup 

Scrimgeour Vickers, ANZ Grindlays and Société Générale. Latterly, whilst focusing on the 

energy sector, Philip was Director of Corporate Finance at Old Mutual Securities and 

Executive Director at Hoare Govett Limited. Philip was a non-executive director of Dana 

Petroleum plc from 2006 through to its successful sale in 2010. 

Colin MacLaren – Non-Executive Director 

Colin has over 37 years of experience in commercial law and joined the Parkmead Board 

of Directors in May 2020 as a Non-Executive Director. His most recent role was as a 

Partner at Brodies LLP, a top 50 UK law firm and one of the largest in Scotland. Colin 

brings a wealth of experience to the Parkmead Board of Directors. His extensive legal 

and commercial knowledge, including across the land and property arena, will be 

valuable to Parkmead as we grow our portfolio beyond the oil and gas sector to include 

onshore renewable energies. Colin holds a LLB law degree from the University of 

Aberdeen. 

Tim Coxe – Managing Director North Sea 

Tim is an engineer with over thirty years’ experience across the upstream and 

manufacturing industries in a range of technical and senior management positions. He 

has worked in a range of Consultancies, Construction Contractors and E&P’s in all areas 

of the upstream lifecycle, from heading up early stage development portfolios, through 

to decommissioning projects in North West Europe, Africa, North America and Asia. He 

has also previously consulted to Private Equity and Investment Banks providing due 

diligence expertise on upstream deals. Tim re-joined Parkmead Group in late 2019 and 

is accountable for the company’s HSE, Subsurface, Drilling, Production Operations and 

Development Project functions. 
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Nick Allan – Subsurface Manager 

Nick began his career in the oil and gas industry in 2006 when he joined Dana Petroleum 

as a geologist before moving to Parkmead in 2011. He has worked on a wide variety of 

projects in the exploration to development project cycle covering the North Sea, Europe 

and Africa. At Dana he planned and delivered several operated exploration and appraisal 

wells and played a key role in the submission of the Western Isles field development 

plan. Nick has been a key member of the Parkmead team that to date has been awarded 

22 operated licences covering 51 blocks in the UKCS 27th to 32nd licensing rounds. Nick 

is a positive ambassador for the industry having served as the PESGB Aberdeen Director 

in 2019 and is still an elected member of the executive council. 

Donald Wilson – Group Financial Controller 

Donald is the Group’s Financial Controller. He has 10 years of experience primarily in the 

energy sector and has extensive knowledge of IFRS. Prior to joining Parkmead, Donald 

worked for another leading independent oil and gas company. Donald qualified as a 

chartered accountant with PwC and is a member of The Institute of Chartered 

Accountants of Scotland (ICAS). 

Guy Stroulger – Head of Business Development and Commercial 

Guy is a petroleum engineer and economist with 10 years of energy industry experience. 

As Head of Business Development and Commercial, he is responsible for identifying new 

opportunities as well as driving forward the commercial aspects of Parkmead’s existing 

assets. Guy has been an important member of the team establishing the Group’s broad 

portfolio through acquisition, licensing rounds and production growth in the 

Netherlands. Prior to this role he served as Interim Managing Director of the Group’s 

wholly-owned consultancy, Aupec Ltd, and as Business Development Manager of 

Parkmead. Guy holds the Petroleum Engineering qualification from Heriot Watt 

University and an MA in Economics from the University of Aberdeen. 

Andrew Smith – Group Asset Manager 

Andrew has over 16 years of experience in commercial property and land. He joined the 

Parkmead Group in January 2019 as Group Asset Manager heading up the Land, 

Property and Renewables Division. Following a career in private practice and holding the 

role of Associate Partner at Ryden LLP, he has advised many private developers, 

investors, local authorities, government agencies and blue chip institutions on all aspects 

of commercial property and land. His experience and knowledge in this sector will be 

vital to the expansion of the groups onshore LPR Division. Andrew holds a Bachelor of 

Land Economics degree and is also a Member of the Royal Institution of Chartered 

Surveyors. 

Joanne Neilson – Senior Geophysicist 

Joanne began her career in the oil and gas industry 15 years ago when she joined Dana 

Petroleum plc as a geophysicist. At Dana, Joanne worked on a wide range of exploration 

projects throughout the UK, wider Europe and Africa. She was a key member of the team 

that worked on the UKCS 27th Licensing Round where Parkmead was successfully 

awarded 30 new blocks covering eight licences. Joanne holds a first class degree in 

geology from Edinburgh University and a Ph.D. in geology and geochemistry from 

Liverpool University. 

Kevin Mitchell – AUPEC Managing Director 

Kevin Mitchell is the Managing Director of Aupec Limited, Parkmead’s performance 

benchmarking and economics consulting business, which has been advising numerous 

governments and energy companies successfully for over 30 years. Kevin is a well-known 

international energy economist with 18 years of analytical experience. He understands 

Aupec well, having worked with the Company earlier in his career before it became part 
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of The Parkmead Group. Kevin has a degree in Business Studies and Economics from 

the Robert Gordon University in Aberdeen. 

Source: Parkmead. 

Asset summaries 

Producing assets 

Diever West, the Netherlands 

The Diever West gas field was discovered in September 2014 (157ft gas column) and 

achieved first production in November 2015. In April 2018, the field reached a new gross 

average monthly high of 9.7mboe/d gross. During H2 2018, Diever West averaged 

approximately 8.3mboe/d gross. The field is operated by Vermilion Energy.  

Diever West Asset Summary 
Working Interest 7.5% 

Partners Vermilion Energy (22.5%), NAM (30%), EBN (40%)  

Discovery Date 2014 

First Production 2015 

Net Production (H2 2018) 642boe/d 

2P Reserves (Net) 3.8bcf 

Source: Parkmead. 

Geesbrug, the Netherlands  

Geesbrug is an onshore gas field in the Netherlands operated by Vermilion Energy where 

Parkmead holds a 15% stake. Geesbrug achieved first gas in 2009 and work to identify 

new infill well locations is ongoing. As of H2 2018, net production at Geesbrug was 

30boe/d.  

Geesbrug Asset Summary 
Working Interest 15% 

Partners Vermilion Energy (45%), EBN (40%)  

Discovery Date 1992 

First Production 2009 

Net Production (H2 2018) 30boe/d 

2P Reserves (Net) 4.7bcf 

Source: Parkmead. 

Grolloo, the Netherlands 

Grolloo is an onshore gas field in the Netherlands. It was discovered in 1992 and 

achieved first gas in 2009. Parkmead is aiming to capitalise on new production 

opportunities in the field, principally by carrying out new workovers. 

Grolloo Asset Summary 
Working Interest 15% 

Partners Vermilion Energy (45%), EBN (40%)  

Discovery Date 1992 

First Production 2009 

Net Production (H2 2018) 8boe/d 

2P Reserves (Net) 0.1bcf 

Source: Parkmead. 
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Brakel, the Netherlands 

Brakel is an onshore gas field in the Netherlands operated by Vermilion Energy; 

Parkmead holds 15%. Production during H1 FY 2020 reached 3.0mmcf/d (0.5mboe/d) 

gross on the back of a workover campaign. 

Brakel Asset Summary 
Working Interest 15% 

Partners Vermilion Energy (45%), EBN (40%) 

Discovery Date 1992 

First Production 2010 

Net Production (H2 2018) 2boe/d 

2P Reserves (Net) 1.7bcf 

Source: Parkmead. 

 

Parkmead Netherlands Asset Map 

 
Source: Parkmead. 

Development projects 

Platypus, UK 

Platypus is an offshore gas field located in 45m of water in the UK Southern North Sea. 

Platypus was discovered in 2010 and appraised with a horizontal well in April 2012. The 

appraisal well was flow-tested at a rate of 27mmcf/d gross. 
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The JV submitted the draft field development plan and environmental impact 

assessment in 2019, with FID potentially in 2021 and first gas less than two years after 

that. The plan is for a subsea tie-back to the Cleeton platform via a 23km pipeline, with 

production then routed to the onshore Dimlington terminal for separation and 

processing. Peak gross production is envisaged at 70mmcf/d from mid case recoverable 

resources of 105bcf, with an overall field life of 20 years. 

We note that the existing Platypus licence runs out at the end of July 2020, and FID on 

the development has been delayed by operator Dana/KNOC to allow for the finalisation 

of FEED optimisation work. In our view, we think it likely that the OGA will grant an 

extension to the licence to allow the JV more time to work towards and take FID. 

Platypus Asset Summary 
Working Interest 15% 

Partners Dana/KNOC (59%), Zennor Petroleum (11%), CalEnergy (15%) 

Discovery Date 2010 

First Production (Potentially) 2023 

2P Reserves (Net) 16bcf 

Source: Parkmead. 

Platypus East prospect, UK 

The Platypus East prospect is adjacent to the Platypus field, targeting an interpreted 

structural trap and Rotliegendes age reservoir. Platypus East is interpreted to contain 

30bcf of gross P50 prospective resources, with operator Dana/KNOC’s estimate of 

chance of success at 73%. Platypus East may be drilled following the analysis of early 

reservoir data from Platypus, with the potential to also be tied-back to Cleeton on 

success. 

Platypus East Asset Summary 
Prospect Parkmead Interest Gross P50 Resource Target 

Platypus East 15% 30bcf 

Source: Parkmead. 
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Platypus and Platypus East Asset Map 

 
Source: Parkmead. 

 

Perth, UK 

Perth is a field in the Outer Moray Firth, UK North Sea. It was discovered in 1983 and 

appraised in 1997, with the Upper Jurassic reservoir testing at flow rates of up to 

6mbbl/d. Development was put on hold due to high H2S content of the reservoir fluids. 

Parkmead originally acquired a 52% stake in 2012 via its acquisition of Deo Petroleum, 

increasing its stake in the Perth oil field to 60% in September 2016, and again in February 

2018 to 100%. Potential tie-back of the Greater Perth Area to the Scott Platform and 

facilities is under discussion with operator CNOOC. Development via a standalone FPSO 

is also being considered. 

Perth Asset Summary 
Working Interest 100% 

Discovery Date 1983 

2P Oil (Net) 61mmbbl 

2P Gas (Net) 22bcf 

Source: Parkmead. 

Dolphin, UK 

Dolphin is a field located 12km south of the Perth field. As with Perth, Parkmead built its 

stake to 100% in Dolphin between 2012 and 2018. Development is contingent on the 
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wider Greater Perth Area project. Again, like Perth, Dolphin is interpreted to be Upper 

Jurassic Claymore sandstone reservoir, which has tested 32-38 degree API oil.  

Dolphin Asset Summary 
Working Interest 100% 

2C Oil (Net) 11mmbbl 

2C Gas (Net) 5bcf 

Source: Parkmead. 

Lowlander, UK 

The Lowlander discovery is located 16km north west of the Perth field. Parkmead was 

awarded the field in a licensing round in 2018. The field has been fully appraised, with 

flow rates of up to 6.2mbbl/d achieved on test. As with Dolphin, we would expect 

development to be implemented as part of any wider Greater Perth Area project. 

Lowlander Asset Summary 
Working Interest 100% 

2C Oil (Net) 21mmbbl 

2C Gas (Net) 11bcf 

Source: Parkmead. 

 

Perth Area Asset Map  

 
Source: Parkmead. 
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Exploration assets 

West of Shetland 

Parkmead holds the Sanda North, Sanda South and Davaar exploration prospects West 

of Shetland. These are all targeting the Paleocene Vaila formation, which has been 

productive in the nearby Foinaven, Schiehallion and Loyal fields. The company is likely 

to require a farm out in order to progress exploration drilling, which could be facilitated 

by its 100% equity stake. 

West of Shetland  
Prospect Parkmead Interest Gross P50 Resource Target 

Sanda North 100% 
307mmboe combined 

Sanda South 100% 

Davaar 100% 225mmbbl 

Source: Parkmead. 

Central North Sea 

Parkmead holds 30% and operatorship in the Skerryvore prospect in the central North 

Sea. This is targeting three stacked prospects in Paleocene Mey Sandstone and 

Cretaceous Chalk reservoir. The nearby Joanne, Judy and Orion fields provide reservoir 

analogues. 

JV partners in the asset are Zennor Petroleum (30%), Serica Energy (20%) and Calenergy 

(20%), all of which are well-funded and have established UK North Sea businesses, which 

should assist with the progression of exploration drilling going forward. 

Central North Sea  
Prospect Parkmead Interest Gross P50 Resource Target 

Skerryvore 30%, operator 157mmboe 

Source: Parkmead. 

Southern North Sea 

Parkmead holds 75% and operatorship in Blackadder, a Rotliegendes sandstone 

prospect nearby the company’s Platypus discovery. Funding for drilling would be 

required, with the high equity interest giving flexibility for this. Partner Deltic Energy has 

already achieved a farm out to Shell on a separate asset in the basin. 

Southern North Sea  
Prospect Parkmead Interest Gross P50 Resource Target 

Blackadder 75%, operator 107bcf 

Source: Parkmead. 

Pitreadie assets 

Parkmead announced the acquisition of the Pitreadie Farm Limited Company in August 

2019 for £8.5m. The company owns two farms covering a total of 2,320 acres near 

Aberdeen, where Parkmead is planning to look at pursuing renewable energy projects, 

including wind (measured wind speeds are  

7-10m/s), solar and biomass. Company analysis is ongoing. 
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to promote the independence of research and is not subject to any legal prohibition on dealing ahead of dissemination.  

We do not hold out this research material as an impartial assessment of the values or prospects of the company. Research comment and 

recommendations have been independently produced by our research department unless otherwise attributed.  

The material regarding the subject company is based on data obtained from sources we deem to be reliable; it is not guaranteed as to 

accuracy and does not purport to be complete. This report is solely for informational purposes and is not intended to be used as the 

primary basis of investment decisions. Arden Partners has not assessed the suitability of the subject company for any person. Because of 

individual client requirements, it is not, and it should not be construed as, advice designed to meet the particular investment needs of any 

investor. This report is not an offer or the solicitation of an offer to sell or buy any security. Unless otherwise noted, the price of a security 

mentioned in this report is the market closing price as of the end of the prior business day. Arden Partners does not maintain a 

predetermined schedule for publication of research and will not necessarily update this report. It should be presumed that the analyst(s) 

who authored this report has had discussions with the subject company to ensure factual accuracy prior to publication, and has had 

assistance from the company in conducting diligence, including visits to company sites and meetings with company management and 

other representatives. Arden Partners has no authority whatsoever to make any representation or warranty on behalf of any of its 

corporate finance clients, their shareholders or any other persons similarly connected. 

At any time, Arden Partners or its employees may have a position in the securities and derivatives (including options or warrants) of the 

companies researched and this may impair the objectivity of this report. Arden Partners may act as principal in transactions in any relevant 

securities, or provide advisory or other services to any issuer of relevant securities or any company connected therewith. 
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Our equity research recommendations have the following definitions where application is relative to the overall market performance: 

BUY  More than 10% increase in share price expected over 12 months 

ADD  Between 5% and 10% increase in share price expected over 12 months 

NEUTRAL  Between -5% and 5% change in share price expected over 12 months 

REDUCE  Between 5% and 10% decrease in share price expected over 12 months 

SELL  More than 10% decrease in share price expected over 12 months 

Our judgement as to which recommendation we issue a particular equity according to the definitions supplied above is based on a variety 

of different elements, including fundamental analysis, current and expected cash flow, profits and losses, forecast investment ratios as 

well as the management skills and the net assets of a company. 
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