Company Flash

Corp »» Parkmead Group*

Ticker pme:am  High-grading its renewables portfolio
S Parkmead has sold non-core sites from its UK renewables land portfolio for £4m,
Szl sz, 1092 high-grading the remaining land, which contains significant wind farm potential.
Lol Hi1Mar  Mmanagement sees the move into renewables as a natural expansion of its energy
Price 35.3p operations, offering further diversification of its income stream while helping to

) ’ ‘future-proof’ it to the energy transition. Our risked-NAV and price target rise 8%
Target price 16700 t5 167p due to a higher, US$55/bbl, long-term Brent oil price assumption.
Upside 373%

» High-grading its renewables portfolio. After detailed analysis of its UK renewable

A energy land portfolio, Parkmead has divested two non-core areas for £4m combined,
Net debU(ca§h) i retaining those sites with the greatest renewable energy potential. Parkmead’'s
i E_V adjustments kil renewable energy land portfolio was acquired with Pitreadie Farm Ltd in August 2019
Enterprise value £13.5m

for £8.5m, comprising £4.9m paid in shares alongside the adoption of £3.6m of debt.
What's changed? From To This disposal ngt only hlgh-grav':ies the portfolio and minimises the entry cost, but also
allows early retirement of the Pitreadie debt.

Adjusted EPS 06 03, significant wind farm potential. Prior to the sale, Pitreadie owned 2,320 acres of
Target price 155.0  167.0 farmland in Scotland. The non-core land sold is largely arable, leaving areas offering
significant renewable energy potential, notably in wind, but also biomass, with legacy
Share price performance woodland planting undertaken on part of the land. Parkmead has identified substantial
= wind energy potential at one location which spans ~1,200 acres and lies adjacent to
EE Fred. Olsen Renewables’ 75.9 MW Mid Hill wind farm, 15 miles west of Aberdeen. It
w2 benefits from excellent average wind speeds of between 7-10 m/s (25-36 km/h) and
%0 technical studies are underway on this site.
;‘;3 » Renewables valuation. The economics of renewable assets are unique to the specific
Mar2019  Sep2019  Mar2020  Sep020  Mar-2021 . . . . . .
D o aspects of each project, which makes analysis of a to-be-defined wind farm challenging.
Applying industry norms, we estimate the site highlighted by PMG can accommodate a
% M M 12M ~ZQ MW win§ farm. Adoptipg industry average development and operating. costs, we
Actual 70 > 522 estimate a wind farm of this scale has an NPV of ~£9m (8.5p/sh). Applying a 30%

commercial chance of success, we include the wind farm in our risked-NAV at 2.5p/sh.

Company description We also include the Pitreadie Farm acquisition at cost, 5.7p/sh.

Parkmead has four divisions offering a

v

NAV raised. We have marked-to-market FY21 estimates for commodity prices and

broad set of growth opportunities in oil, FX rates. We have also updated our NAV to reflect a US$55/bbl long-term Brent
gas and renewables. assumption, up from US$50/bbl previously. As a result, our risked-NAV and price
target rise 8% to 167p. Parkmead’'s renewables business accounts for a modest
proportion of this, but is an area of significant growth and acquisition potential.

Jonathan Wright
Director of Research

Key estimates 2018A 2019A 2020A 2021E
Year end: Jun Jun Jun Jun
Revenue £m 7.0 8.3 4.1 5.6 6.4
Adj EBITDA £m -4.8 54 0.3 2.1 2.8
Adj EBIT £m -5.3 5.2 -0.5 1.4 21
Adj PBT £m -5.9 4.8 -0.7 0.8 1.5
Adj EPS p -2.2 2.4 0.8 -0.3 -0.0
DPS p 0.0 0.0 0.0 0.0 0.0
EV/EBIT (adj) X -2.5 2.6 -27.7 9.9 6.5
. i P/E (adj) X -16.1 14.4 45.1 -102.0 -6,370.7
LIS L L e Dividend yield % 0.0% 0.0% 0.0% 0.0% 0.0%
Free cash yield % 0.6% -2.2% -12.3% -1.9% -18.1%
Pre-tax ROCE % -8.3% 7.6% -0.7% 1.8% 2.8%

This research cannot be classified as objective under finnCap research policy. Please visit




Income statement

Year end:

Sales

Gross profit

EBITDA (adjusted)

EBIT (adjusted)
Associates/other

Net interest

PBT (adjusted)

Total adjustments

PBT (stated)

Tax charge
Minorities/Disc ops
Reported earnings
Adjusted earnings
Shares in issue (year end)
EPS (stated)

EPS (adjusted, fully diluted)
DPS

Jun
8.3
6.0
54
5.2
0.0

-0.3
438

-0.0
4.8

-2.4
0.0
24
25

98.9
24
24
0.0

2019A 2020A

Jun
4.1
21
0.3

-0.5
0.4

-0.6

-0.7

-0.1

-0.8
0.3
0.0

-0.5
0.9

108.6

-0.5
0.8
0.0

2021E

Jun
5.6
3.8
21
1.4
0.0

-0.6
0.8

-0.1
0.8

-1.2
0.0

04

0.4

109.2

0.4
0.3
0.0

2022E

Jun
6.4
4.4
2.8
21
0.0

-0.6
1.5

-0.1
1.4

-1.4
0.0

-0.0

-0.0

109.2

-0.0
-0.0
0.0

Growth analysis
Year end:

Sales growth
EBITDA growth
EBIT growth
PBT growth

EPS growth

DPS growth

%
%
%
%
%
%

2019A
Jun
17.8%
212.5%
197.1%
182.2%
211.8%

n/m

2020A

Jun
-50.7%
-94.9%

-109.5%
-115.4%
-68.0%

n/m

37.6%
661.0%
381.2%
210.6%

-144.2%

n/m

13.7%
33.0%
52.8%
79.3%
98.4%

n/m

Profitability analysis

Year end:

Gross margin
EBITDA margin
EBIT margin
PBT margin

Net margin

%
%
%
%
%

2019A

Jun
72.4%
65.1%
62.4%
58.4%
29.8%

2020A

Jun
51.2%
6.8%
-12.0%
-18.2%
21.3%

2021E
Jun
67.0%
37.4%
24.4%
14.6%
-6.9%

68.7%
43.8%
32.9%
23.0%
-0.1%

Cash flow analysis

Year end:

Cash conv'n (op cash / EBITDA)
Cash conv'n (FCF / EBITDA)
Ullying FCF (capex = depn)
Cash quality (u/l FCF / adj earn)
Investment rate (capex / depn)
Interest cash cover

Dividend cash cover

%
%
£m
%

X

2019A
Jun
88.0%
-15.8%
29
119.0%
18.4
n/a

n/a

2020A

Jun
319.6%
n/m

1.7
-197.8%
5.0

n/a

n/a

2021E
Jun
108.2%
-35.0%
-0.2
42.2%
1.8

n/a

n/a

102.7%
-249.6%

0.1
n/m
11.2
58.2

n/a

Cash flow 2019A 2020A 2021E 2022E
Year end: Jun Jun Jun Jun
EBITDA £m 54 0.3 21 2.8
Net change in working capital £m -0.5 -0.5 0.0 0.0
Other operating items £m -0.2 1.1 0.2 0.1
Cash flow from op. activities £m 4.7 0.9 2.3 29
Cash interest £m 0.2 0.1 0.0 -0.0
Cash tax £m -1.8 -1.9 -1.7 -2.0
Capex £m -4.0 -3.8 -1.3 -7.8
Other items £m

Free cash flow £m -0.8 -4.7 0.7 -7.0
Acquisitions / disposals £m

Dividends £m

Shares issued £m 0.0 0.0 0.0 0.0
Other £m 1.1 -0.2 -0.3 2.7
Net change in cash flow £m 6.9 -5.0 3.0 -4.3
Opening net cash (debt) £m 23.8 30.7 257 28.7
Closing net cash (debt) £m 30.7 25.7 28.7 244
Balance sheet 2019A 2020A 2021E 2022E
Year end: Jun Jun Jun Jun
Tangible fixed assets £m 11.8 214 16.8 234
Goodwill & other intangibles £m 36.2 38.3 39.2 39.7
Other non current assets £m 0.0 2.9 29 0.0
Net working capital £m -3.9 -2.9 -2.6 -24
Other assets £m 2.9 0.0 0.0 0.0
Other liabilities £m -9.5 -10.4 -10.4 -10.4
Gross cash & cash equivs £m 30.7 25.7 28.7 244
Capital employed £m 68.3 74.9 746 74.7
Gross debt £m 0.0 36 36 36
Net pension liability £m 0.0 0.0 0.0 0.0
Shareholders equity £m 68.3 713 71.0 711
Minorities £m 0.0 0.0 0.0 0.0
Capital employed £m 68.3 74.9 74.6 74.7

Working capital analysis 2019A  2020A 2021E 2022E
Year end: Jun Jun Jun Jun
Net working capital / sales % -47.2% -709% -47.1% -37.5%
Net working capital / sales days -172 -259 =172 -137
Inventory (days) days 0 12 9 7
Receivables (days) days 29 126 92 81
Payables (days) days 201 397 272 225
Leverage analysis 2019A 2020A 2021E 2022E
Year end: Jun Jun Jun Jun
Net debt / equity % no debt netcash netcash netcash
Net debt / EBITDA X no debt netcash netcash netcash
Liabilities / capital employed % 0.0% 4.8% 4.8% 4.8%
Capital efficiency & intrinsic value 2019A  2020A 2021E 2022E
Year end: Jun Jun Jun Jun
Adjusted return on equity % 3.6% 1.2% -0.5% 0.0%
RoCE (EBIT basis, pre-tax) % 7.6% -0.7% 1.8% 2.8%
RoCE (u/lying FCF basis) % 4.3% -2.3% -0.2% 0.2%
NAV per share p 69.0 65.7 65.0 65.1
NTA per share p 324 30.5 291 28.8
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Estimate changes and net asset value

Figure 1: Parkmead estimate change summary

2021E 2022E

New old % Chg New old % Chg
Brent oil price USS/bbl 52.5 45.0 17% 55.0 47.5 16%
Dutch TTF gas price €/MWh 15.0 12.0 25% 16.5 15.0 10%
UK NBP gas price p/th 38.0 30.0 27% 40.0 40.0 0%
Group production boepd 538 538 0% 563 563 0%
Revenue £fm 5.6 4.8 16% 6.4 6.1 5%
Cost of Sales fm -2.6 -2.7 -4% -2.7 -2.9 -4%
Admin expenses fm -1.5 -1.4 8% -1.5 -1.4 8%
Exploration expenses fm -0.2 -0.2 0% -0.1 -0.1 0%
Finance expense £m -0.6 0.1 n.m. -0.6 0.0 n.m.
Pre-tax profit £m 0.8 0.7 15% 14 1.7 -19%
Tax £m -1.2 -1.3 -12% -1.4 -1.8 -21%
Net profit £fm -0.4 -0.6 -39% 0.0 -0.1 -88%
Net cash flow from ops £m 0.5 0.2 168% 0.9 0.8 12%
Capex f£m -1.3 -1.3 0% -7.8 -8.2 -5%
Period-end cash f£m 28.7 245 17% 24.4 19.7 24%
Period-end debt f£m -0.7 -0.7 0% -3.6 -3.6 0%
Net cash/(debt) £m 28.0 23.8 18% 20.8 16.1 29%

Source: finnCap

Figure 2: Parkmead net asset value

Net Asset Valuation Net resource NPV/bbl Unrisked NPV Geological Commercial Dry hole Risked NPV
mmboe  US$/boe US$m p/sh CoS CoS  costUSS$Sm US$m p/sh
G&A (3 years) 57 -38 5.7 -3.8
Net cash / (debt) 338 227 338 227
SAR/DSP liabilities 22 -15 22 -15
Options 05 03 0.5 03
Athena decommissioning 93 6.3 93 -6.3
Aupec (6x 2021e EBIT) 1.8 12 1.8 1.2
Pitreadie Farm Ltd land (@ cost) 85 57 85 57
27.3 18.4 27.3 18.4
Producing assets
Netherlands producing 40 565 223 15.0 100% 100% 223 15.0
Core value: 40.7 334 40.7 334
Contingent resource:
Pitreadie 20 MW Wind Farm 125 84 30% 38 25
Netherlands - Ottoland 07 3.67 25 17 100% 50% 13 09
Netherlands - Papekop 09 3.67 33 22 100% 50% 1.7 11
UK - Greater Perth Area 79.7 7.06 5574 3746 100% 30% 167.2 1124
UK - Platypus 26 4.46 17 79 100% 50% 59 39
UK - Fynn Beauly 251 1.00 251 16.9 100% 10% 25 1.7
UK - Fynn Andrew 9.0 1.00 9.0 6.0 100% 10% 0.9 06
Contingent value: 621.6 417.8 183.2 1231
Prospective resource:
UK - Skerryvore (Mey+Ekofisk+Tor) 46.6 471 2194 1475 24% 30% 58 10.0 6.7
UK - Ruvaal 93 353 329 221 17% 0% 6.2 0.0 0.0
UK - Platypus East 13 3.69 47 32 73% 50% 05 1.2 08
UK - Blackadder 14.1 3.35 474 318 41% 50% 53 44 3.0
UK - Sanda South 86.0 3.18 2731 183.5 12% 0% 30.8 0.0 0.0
UK - Sanda North 194.0 3.18 616.1 4140 15% 0% 298 0.0 0.0
UK - Davaar 204.0 282 5759 387.0 18% 0% 287 0.0 0.0
Netherlands - Drenthe IlIb exploration 0.5 294 1.6 11 43% 50% 1.3 0.0 0.0
Prospective value: 1,771.1 1,190.2 15.6 10.5
Total - Core + Contingent + Prospective: 24334 1,641.3 239.5 167.0

Source: finnCap.
Assumes long term Brent oil price of US$55/bbl, UK NBP gas price of 45p/th and TTF Dutch gas price of €16.5/MWh
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finnCap is registered as a company in England with
number 06198898.

Authorised and regulated by the Financial Conduct
Authority. Member of the London Stock Exchange

*denotes finnCap is contractually engaged and paid by the issuer to produce this material on an
ongoing basis and it is made available at the same time to any person wishing to receive it.

A marketing communication under FCA Rules, this document has not been prepared in
accordance with legal requirements designed to promote the independence of investment
research and is not subject to any prohibition on dealing ahead of the dissemination of
investment research.

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

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

Approved and issued by finnCap Ltd for publication only to UK persons who are authorised
persons under the Financial Services and Markets Act 2000 and to Professional customers.
Retail customers who receive this document should ignore it. finnCap Ltd uses reasonable efforts
to obtain information from sources which it believes to be reliable, but it makes no representation
that the information or opinions contained in this document are accurate, reliable or complete.
Such information and opinions are provided for the information of finnCap Ltd's clients only and
are subject to change without notice. finnCap Ltd's salespeople, traders and other
representatives may provide oral or written market commentary or trading strategies to our clients
that reflect opinions contrary to or inconsistent with the opinions expressed herein. This
document should not be copied or otherwise reproduced. finnCap Ltd and any company or
individual connected with it may have a position or holding in any investment mentioned in this
document or a related investment. finnCap Ltd may have been a manager of a public offering of
securities of this company within the past 12 months, or have received compensation for
investment banking services from this company within the past 12 months, or expect to receive or
may intend to seek compensation for investment banking services from this company within the
next three months. Nothing in this document should be construed as an offer or solicitation to
acquire or dispose of any investment or to engage in any other transaction. finnCap Ltd is
authorised and regulated by the Financial Conduct Authority, London E14 5HS, and is a member
of the London Stock Exchange.





