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P rior to publ icaon, the informaon contained within this  announcement was deemed by the Company to constute ins ide

informaon as  spulated under the UK  Market Abuse Regulaon. W ith the publ icaon of this  announcement, this

information is  now considered to be in the publ ic domain.

 

18 December 2024

 

Zephyr Energy plc

("Zephyr" or the "Company")

 
Paradox project update

 
 Completion of funding for the extended lateral; and,

Drilling operations expected to commence in January 2025
 

Zephyr Energy plc (AI M: ZP H R) (OTCQ B: ZP H R F), the Rocky Mountain oi l  and gas  company focused on responsible resource
development and carbon-neutral  operaons, provides  an update on funding and operaons on the State 36-2R LNW-C C
wel l  (the "wel l") at the Company's  flagship project in the Paradox Bas in, Utah, U.S. (the "Paradox project"). 
 
Further to i ts  announcement on 10 O ctober 2024, in which the Company outl ined i ts  intenon to dri l l  an extended lateral
from the exisng wel lbore (the "extended lateral"), the Company is  pleased to announce that i t has  now entered into
binding documentaon to ful ly-fund al l  expected dri l l ing, compleon and producon test costs  (the "wel l  costs") (the
"funding"). The funding has  increased to US 7.5 mi l l ion, an increase from the inial  esmated amount of US 7.0 mi l l ion,
and has  been secured from a U.S.-based industry investor (the "wel lbore investor") in exchange for a  50% non-operated
working-interest in the s ingle wel l .
 
There is  no issuance of Zephyr's  equity or any form of debt as  part of the funding, and the wel lbore investor wi l l  not receive
any further interest or opon in the Paradox project. I n addion, Zephyr has  retained a right of first refusal  to repurchase
the working interest at a  discount to fa i r market value in the event that the wel lbore investor chooses  to sel l  i ts  50% non-
operated working-interest in the future.
 
Going forward, the wel lbore investor wi l l  cover i ts  pro rata poron of the wel l 's  operang and overhead costs , and Zephyr
wi l l  remain the operator of the wel l . Net revenues from the wel l  wi l l  be spl i t 50:50 between Zephyr and the wel lbore
investor from the time of fi rst production, with no catch-up period or other preferentia l  rights  to the investor.
 
Under the terms of the funding, the US 7.5 mi l l ion wi l l  be transferred by the wel lbore investor to Zephyr in ful l  by 31
December 2024, ahead of the commencement of dri l l ing.
 
W ith the funding for the extended lateral  secured, Zephyr wi l l  now undertake the final  operaonal  acvity required to
ensure that dri l l ing operaons can commence as  soon as  poss ible. This  acvity includes  compleon of both the rig
contract and agreements  with addional  service providers . Surface operaons at the s i te have commenced, and the
Company expects  ful l  dri l l ing operaons for the extended lateral  to begin in early January 2025. O nce dri l l ing operaons
have been completed, the Company wi l l  immediately proceed to a  producon test, with results  expected in the first quarter
of 2025.
 
The Company wi l l  provide further detai ls  on the ming of dri l l ing operaons and the broader development outlook for
2025 once the rig contract has  been s igned.

Colin Harrington, Zephyr's Chief Executive, said:
 
"The U.S . non-operated investment market is growing increasingly ac�ve, with notable recent transac�ons in proven basins such
as the W illiston, as well as in other emerging plays close to our opera�ons in Utah.  We are delighted to be able to u�lise this
type of U.S.-specific funding for our Paradox project and view it as a highly attractive form of growth capital.
 
"W ith no issue of Zephyr equity or debt, and with no residual upside exposure in the future development of the Paradox project,
this is a strong endorsement of the projects' single well economics. We are hopeful that the extended lateral will be the catalyst
that ul�mately delivers significant value from many more wells to be developed on our Paradox acreage, and this funding
provides Zephyr with full flexibility for that future development. 
 
"We are now moving ahead with all opera�onal ac�vity required ahead of drilling, including prepara�ons at site and the
finalisa�on of the rig contract, and I look forward to the commencement of full drilling opera�ons early in the new year.  We
plan to update the market regularly during the anticipated active start to 2025."
 
Background to the funding of the extended lateral

O n 10 O ctober 2024, the Company announced that i t had entered into a  non-binding leFer of intent with the wel lbore
investor to fund a projected US 7.0 mi l l ion of expected dri l l ing, completion and production testing costs .

Zephyr and the wel lbore investor have now completed al l  required di l igence and binding documentaon, and below is  a
summary of the key terms of the funding:

·    The wel lbore investor has  acquired a direct 50% non-operated interest in the State 36-2R wel lbore (the "wel lbore
interest") for US 7.5 mi l l ion to ful ly-fund al l  expected dri l l ing, compleon and producon tesng costs  (including
contingency).

·    Zephyr wi l l  retain operatorship of the wel l  and the wel lbore investor wi l l  not receive any further interest or opon
in the Paradox project other than the individual  wel lbore interest.

·    There wi l l  be no issue of any Zephyr equity or debt as  part of the funding.
·    The US 7.5 mi l l ion is  a  forecast of 100% of the wel l  costs  and includes  contingency.
·    I f costs  overruns  occur beyond US 7.5 mi l l ion, addional  expense wi l l  be shared 50:50 between Zephyr and the

wel lbore investor.
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Notes to Editors

Zephyr Energy plc (AI M: ZP H R) (OTCQ B: ZP H R F) is  a  technology-led oi l  and gas  company focused on responsible resource

development from carbon-neutral  operaons in the Rocky Mountain region of the United States .  The Company's  miss ion is

rooted in two core values: to be responsible stewards  of i ts  investors ' capital , and to be responsible stewards  of the

environment in which i t works .

 

Zephyr's  flagship asset i s  an operated 46,000-acre leaseholding located in the Paradox Bas in, Utah, 25,000 acres  of which

has  been assessed to hold, net to Zephyr, 2P  reserves  of 2.6 mi l l ion barrels  of oi l  equivalent ("mmboe"), 2C resources  of 34

mmboe and 2U resources  270 mmboe.

 

I n addion to i ts  operated assets , the Company owns working interests  in a  broad porMol io of non-operated producing

wel ls  across  the W i l l i s ton Bas in in North Dakota and Montana. Cash flow from the W i l l i s ton producon wi l l  be used to

fund the planned Paradox Bas in development. I n addion, the Board wi l l  cons ider further opportunisc value-accreve

acquis i tions. 
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