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Zephyr Energy PLC 
After two weeks of flow testing on highly restricted chokes, the State 16-2LN-CC well is 
demonstrating highly encouraging average daily facility-constrained hydrocarbon flow 
rates of 420 boepd with hourly peaks in excess of 690 boepd when chokes are reduced 
slightly. With further results to be determined as completion fluid continues to be recovered 
and facility constraints are addressed, indications are that State 16-2LN-CC is a highly 
successful and commercial ‘proof of concept’ well in the Cane Creek reservoir. These 
quantifiable results also imply that a strategy of hydraulic stimulation completions across 
both the Cane Creek and overlying reservoirs identified in this area of the Paradox Basin are 
looking increasingly compelling across Zephyr’s 37,000 acre licence area. 

In mid-October 2021, the State 16-2LN-CC well, targeting the Cane Creek reservoir, was 
successfully completed via hydraulic stimulation and was stimulated in 14 separate stages 
across 4,020 feet of horizontal lateral wellbore. This process utilised approximately 40,000 
barrels of water, 2.4 million pounds (1,090kg) of sand and a cross linked gel fluid which was 
in-line with pre-completion forecasts. 

Zephyr subsequently placed the State 16-2LN-CC on flow back on 28 October 2021 under a 
heavy 7/64 inch choke in order to prevent formation damage during the early stages of 
flowback and the well is currently flowing significant volumes of hydrocarbons. 

We note that current rates are constrained by the existing facilities. However, daily flow rates 
are already averaging 420 boepd with hourly rates in excess of 690 boepd when moved to a 
slightly less restricted 12/64 inch choke. The well is also flowing back completion fluids at a 
rate of c.1,200 bpd as production testing continues and we expect that hydrocarbon flow rates 
will increase as the recovery of completion fluids diminishes over time. Zephyr has outlined 
that the fluid composition is evolving as completion fluids are recovered and the ultimate 
gas to oil ratio will be determined in due course. 

In spite of the high initial flow rates, the company has noted limited pressure drawdown so 
far. Zephyr is encouraged by this early indication suggesting that the portion of the reservoir 
targeted by the well could be a large connected volume. 

In regard to Zephyr’s seven interests in non-operated producing wells in the Williston Basin, 
the company has issued a Q3 performance update. Several of these wells were brought on 
stream during Q3 during which time production rates net to Zephyr have increased from 232 
boepd in July to 549 boepd in September 2021. 

Over the three months ended 30 September 2021, the company sold 35,848 barrels of oil 
equivalent comprising 31,604 bbls of oil, 1,083 bbls of NGLs (natural gas liquids) and 18,967 
mmcf gas (3,161 boe). At respective average selling prices of $68.62/bbl, $38.21/bbl and 
$4.71/mcf, we expect Zephyr to record net revenue of c.$2.3m for the period prior to the 
company’s share of operating costs for each well. With additional wells expected to be 
brought on line in Q4, Zephyr will now report non-operated production numbers on a 
quarterly basis. 

These initial results represent a significant landmark for Zephyr as well testing continues 
and the hydrocarbon mix delivered from the Cane Creek reservoir is established. In coming 
days, the company will seek to address facility constraints in an effort to ascertain 
maximum production rates. The hydrocarbon flows from this successful ‘proof of concept’ 
well will also inform the company in regard to both long term reservoir performance and 
the potential for further optimisations including longer lateral lengths and refinements of 
completion techniques. Combined with growing output from the company’s non-operated 
assets in the Williston Basin, we believe that Zephyr’s Rocky Mountain region resource play 
strategy is now delivering significant returns.  

Stock Data    
Share Price:  6.5p 
Market Cap.:  £84.8m 
Shares in issue:  1,304.8m 
52 week high/low:  7.30p/0.57p 
 
Company Profile    
Sector:    Oil & Gas 
Ticker:   ZPHR 
Exchange:  AIM 
 
Activities    
Zephyr Energy is an independent oil and 
gas E&P company with a strategic focus 
on hydrocarbon development projects in 
the Rocky Mountain region of the US. 
 
Company website: 
www.zephyrplc.com 
 
5-year share price performance  

Source: LSE  
 
Past performance is not an indication of 
future performance. 
 
Contact details    
Tel: 0203 657 0050 
Email:  info@turnerpope.com  
Web:  www.turnerpope.com 
 
Andrew Thacker 
Corporate Broking and Sales 
 
Barney Gray 
Consultant Oil & Gas Analyst 
 

TPI acts as broker to Zephyr Energy. 

Attention is drawn to the disclaimers 
and risk warnings at the end of this 
document. 

Retail clients (as defined by the rules of 
the FCA) must not rely on this document. 

https://www.zephyrplc.com/
https://www.zephyrplc.com/
https://www.londonstockexchange.com/stock/ZPHR/zephyr-energy-plc/company-page
https://www.londonstockexchange.com/stock/ZPHR/zephyr-energy-plc/company-page
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THIS DOCUMENT IS NOT FOR PUBLICATION, DISTRIBUTION OR TRANSMISSION INTO THE UNITED STATES OF AMERICA, 
JAPAN, CANADA OR AUSTRALIA. 

Conflicts 

This is a non-independent marketing communication under the rules of the Financial Conduct Authority (“FCA”). The analyst 
who has prepared this report is aware that Turner Pope Investments (TPI) Limited (“TPI”) has a relationship with the company 
covered in this report. Accordingly, the report 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 by TPI or its clients ahead of the 
dissemination of investment research. TPI manages its conflicts in accordance with its conflict management policy. For 
example, TPI may provide services (including corporate finance advice) where the flow of information is restricted by a Chinese 
wall. Accordingly, information may be available to TPI that is not reflected in this document. TPI may have acted upon or used 
research recommendations before they have been published. 

Risk Warnings 

Retail clients (as defined by the rules of the FCA) must not rely on this document. Any opinions expressed in this document are 
those of TPI’s research analyst. Any forecast or valuation given in this document is the theoretical result of a study of a range of 
possible outcomes and is not a forecast of a likely outcome or share price. The value of securities, particularly those of smaller 
companies, can fall as well as rise and may be subject to large and sudden swings. In addition, the level of marketability of 
smaller company securities may result in significant trading spreads and sometimes may lead to difficulties in opening and/or 
closing positions. Past performance is not necessarily a guide to future performance and forecasts are not a reliable indicator of 
future results. AIM is a market designed primarily for emerging or smaller companies and the rules of this market are less 
demanding than those of the Official List of the UK Listing Authority; consequently, AIM investments may not be suitable for 
some investors. Liquidity may be lower and hence some investments may be harder to realise. 

Specific disclaimers  

TPI acts as broker to Zephyr Energy PLC (“Zephyr”) which is listed on the AIM Market of the London Stock Exchange (“AIM”). 
TPI’s private and institutional clients may hold, subscribe for or buy or sell Zephyr’s securities. Opinions and estimates in this 
document are entirely those of TPI as part of its internal research activity. TPI has no authority whatsoever to make any 
representation or warranty on behalf of Zephyr. 

General disclaimers 

This document, which presents the views of TPI’s research analyst, cannot be regarded as “investment research” in accordance 
with the FCA definition. The contents are based upon sources of information believed to be reliable but no warranty or 
representation, express or implied, is given as to their accuracy or completeness. Any opinion reflects TPI’s judgement at the 
date of publication and neither TPI nor any of its directors or employees accepts any responsibility in respect of the information 
or recommendations contained herein which, moreover, are subject to change without notice. Any forecast or valuation given 
in this document is the theoretical result of a study of a range of possible outcomes and is not a forecast of a likely outcome or 
share price. TPI does not undertake to provide updates to any opinions or views expressed in this document. TPI accepts no 
liability whatsoever (in negligence or otherwise) for any loss howsoever arising from any use of this document or its contents 
or otherwise arising in connection with this document (except in respect of wilful default and to the extent that any such liability 
cannot be excluded by applicable law).  

The information in this document is published solely for information purposes and is not to be construed as a solicitation or an 
offer to buy or sell any securities or related financial instruments. The material contained in the document is general information 
intended for recipients who understand the risks associated with equity investment in smaller companies. It does not constitute 
a personal recommendation as defined by the FCA or take into account the particular investment objectives, financial situation 
or needs of individual investors nor provide any indication as to whether an investment, a course of action or the associated 
risks are suitable for the recipient.  

This document is approved and issued by TPI for publication only to UK persons who are authorised persons under the Financial 
Services and Markets Act 2000 and to professional clients, as defined by Directive 2004/39/EC as set out in the rules of the 
Financial Conduct Authority. This document may not be published, distributed or transmitted to persons in the United States of 
America, Japan, Canada or Australia. This document may not be copied or reproduced or re-distributed to any other person or 
organisation, in whole or in part, without TPI’s prior written consent.  

Copyright © 2021 Turner Pope Investments (TPI) Limited, all rights reserved. 


