
DENBURY RESOURCES INC

FORM 8-K
(Current report filing)

Filed 08/04/05 for the Period Ending 08/04/05

    
Address 5320 LEGACY DRIVE

PLANO, TX 75024
Telephone 9726732000

CIK 0000945764
Symbol DNR

SIC Code 1311 - Crude Petroleum and Natural Gas
Industry Oil & Gas Operations

Sector Energy
Fiscal Year 12/31

http://www.edgar-online.com
© Copyright 2015, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.

http://www.edgar-online.com


FORM 8-K 

 
 

DENBURY RESOURCES INC

(Unscheduled Material Events) 

Filed 8/4/2005 For Period Ending 8/4/2005

Address 5100 TENNYSON PARKWAY SUITE 3000

PLANO, Texas 75024

Telephone 972-673-2000 

CIK 0000945764

Industry Oil & Gas Operations

Sector Energy

Fiscal Year 12/31



   
UNITED STATES  

SECURITIES AND EXCHANGE COMMISSION  
WASHINGTON, DC 20549  

   
FORM 8-K  

   
CURRENT REPORT PURSUANT  

TO SECTION 13 OR 15(D) OF THE  
SECURITIES EXCHANGE ACT OF 1934  

   
Date of Report (Date of earliest event reported): August 4, 2005  

   
DENBURY RESOURCES INC.  

(Exact name of Registrant as specified in its charter)  
   

   

   
   

_____________________ N/A ______________________  
(Former name or former address, if changed since last report)  

   
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of 
the following provisions ( see General Instruction A.2. below):  
   

   

   

   
�      Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))  
   

   Delaware     

   (State or other jurisdiction  
of incorporation or organization)  

   

         

1-12935     20-0467835  

(Commission File Number)  
   

   (I.R.S. Employer  
Identification No.)  

         

5100 Tennyson Parkway  
Suite 3000  

Plano, Texas  

      
   

75024  
(Address of principal executive offices)     (Zip code)  

Registrant’s telephone number, including area code:     (972) 673-2000  

� Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)  

� Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 

� Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2
(b))  



   
   
Section 2 – Financial Information  
   

   
On August 4, 2005, Denbury Resources Inc. issued a press release announcing its second quarter 2005 financial and operating results. A 

copy of the press release is attached as Exhibit 99.1 to this Current Report on Form 8-K.  
   

As provided in General Instruction B.2 to Form 8-K, the information furnished in this Item 2.02 and in Exhibit 99.1 hereto shall not 
be deemed “filed” for purposes of Section 18 of the Securities and Exchange Act of 1934, as amended, nor shall it be deemed incorporated by 
reference in any filing with the Securities and Exchange Commission, except as shall be expressly provided by specific reference in such filing. 
   
Section 9 – Financial Statements and Exhibits  
   

   

   

   

   

   

   
The following exhibits are furnished in accordance with the provisions of Item 601 of Regulation S-K:  

   

   
   
   

Item 2.02. Results of Operations and Financial Condition.  

Item 9.01 Financial Statements and Exhibits.  

(a)  Financial Statements of Businesses Acquired.  

Not applicable.  

(b)  Pro Forma Financial Information.  

Not applicable.  

(c)  Exhibits.  

Exhibit  
Number  

   
Description of Exhibit  

      
99.1  

   
   

Denbury press release, dated August 4, 2005, Denbury Resources Announces 
Near-Record Second Quarter Results.  



   
   

SIGNATURES  
   
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the 
undersigned thereunto duly authorized.  
   
   

Denbury Resources Inc.  
(Registrant)  

   

   
   

Date: August 4, 2005  By:   / s/ Phil Rykhoek __________________  
   Phil Rykhoek  

Senior Vice President & Chief  
Financial Officer  



   
   

EXHIBIT INDEX  
   
   

   
   
   
   
   

Exhibit 99.1 
  

DENBURY RESOURCES INC .  
P R E S S R E L E A S E  

   
Denbury Resources Announces Near-Record Second Quarter Results  

   
News Release  

   
DALLAS, August 4, 2005 - Denbury Resources Inc. (NYSE symbol: DNR) (“Denbury” or the “Company”) today announced its second 

quarter 2005 financial and operating results. The Company’s production in the second quarter of 2005 increased 3% over first quarter of 2005 
production, averaging 30,469 barrels of oil equivalent per day (“BOE/d”). The Company also posted near-record earnings for the quarter of 
$40.7 million, or $0.73 per basic common share, as compared to earnings of $19.4 million, or $0.35 per basic common share, for the second 
quarter of 2004. Included in second quarter 2005 net income is approximately $2.8 million of pre-tax non-cash income ($1.9 million after tax) 
related to the Company’s decision to discontinue hedge accounting as of January 1, 2005. This income includes the resultant income from 
mark-to-market adjustments of its oil and natural gas derivative contracts, offset in part by the amortization of deferred hedge mark-to-market 
value losses that existed as of December 31, 2004 which are being amortized as the contracts expire in 2005.  
   

Adjusted cash flow from operations (cash flow from operations before changes in assets and liabilities, a non-GAAP measure) for the 
second quarter of 2005 was $82.0 million, a 30% increase over second quarter 2004 adjusted cash flow from operations of $63.1 million. Net 
cash flow provided by operations, the GAAP measure, totaled $88.4 million during the second quarter of 2005, as compared to $53.2 million 
during the second quarter of 2004. The difference between the adjusted cash flow and cash flow from operations is due to the changes in 
receivables, accounts payables and accrued liabilities during the quarter. (Please see the accompanying schedules for a reconciliation of net 
cash flow provided by operations, as defined by generally accepted accounting principles (GAAP), which is the GAAP measure, as opposed to 
adjusted cash flow from operations, which is the non-GAAP measure).  
   
Production  
   

Production for the quarter was 30,469 BOE/d, a 3% increase over the first quarter of 2005 average of 29,724 BOE/d and an 11% 
increase over second quarter of 2004 levels, after adjustment for the offshore properties sold in July 2004. Oil production from the Company’s 
tertiary operations increased 9% over first quarter 2005 levels, and 43% when compared to second quarter 2004 tertiary oil production, 
averaging 9,417 Bbls/d in 2005’s second quarter as a result of production increases at Little Creek, Mallalieu and McComb Fields. Natural gas 
production from the Barnett Shale increased to 2,052 BOE/d in the second quarter of 2005, up from 345 BOE/d for the second quarter of 2004. 
Higher production from tertiary operations and from the Barnett Shale were partially offset by declines in production from the Company’s 
onshore Louisiana properties, which decreased from 7,492 BOE/d in the second quarter of 2004 to 5,791 BOE/d in the second quarter of 2005, 
with the majority of the decrease from Thornwell and Lirette Fields.  

   
Second Quarter 2005 Financial Results  

   
Oil and natural gas revenues, excluding hedges, were up 6% between the respective second quarters, as higher commodity prices 

more than offset lower production levels resulting from the July 2004 sale of  
   

1  
   

Exhibit  
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Description of Exhibit  

      
99.1  

   
   

Denbury press release, dated August 4, 2005, Denbury Resources Announces 
Near-Record Second Quarter Results.  

Released at 7:30 AM CDT  



   
offshore properties. Cash payments on hedges were $1.8 million in the second quarter of 2005, a significant decrease from the $18.2 million 
paid in the second quarter of 2004, as most of the Company’s out-of-the-money hedges expired as of December 31, 2004. In addition to the 
cash payments, the Company recognized income of $2.8 million of mark-to-market and other adjustments in the second quarter of 2005 
relating to the Company’s decision to discontinue hedge accounting as of January 1, 2005. As a result of this accounting change, all future 
changes in the fair values of the Company’s oil and natural gas derivative instruments will result in income or expense in the Company’s 
statement of operations.  
   

Oil price differentials (Denbury’s net oil price received as compared to NYMEX prices) deteriorated during 2004, particularly in the 
last quarter, as the price of heavy, sour crude produced primarily in the Company’s East Mississippi properties dropped significantly relative to 
NYMEX prices. These differentials did not change significantly during the first quarter of 2005, but improved 13% during the second quarter. 
The Company’s average NYMEX differential increased from $3.93 per Bbl during the second quarter of 2004 (the lowest quarterly average 
during 2004) to $6.54 per Bbl during the first quarter of 2005, but decreased to a $5.72 per Bbl differential during the second quarter of 2005, 
an $0.82 per Bbl increase in the price the Company received relative to NYMEX prices between the first and second quarters of 2005.  
   

Lease operating expenses increased in the second quarter of 2005 on both an absolute and per BOE basis. On a per BOE basis, 
operating expenses increased 31%, from $7.36 per BOE in the second quarter of 2004 to $9.65 per BOE in the second quarter of 2005. These 
per BOE expenses compare to an average of $8.58 per BOE incurred in the first quarter of 2005. The single biggest reason for the increase 
relates to the increasing emphasis on tertiary operations, for which operating expenses averaged $9.90 per BOE during 2004 and $11.04 per 
BOE during the second quarter of 2005, higher than the operating costs for the Company’s other operations. Workover expenses were also 
higher in the second quarter of 2005 than in the comparable period of 2004. Adjusted for the properties sold in the offshore sale, the workover 
expenses were approximately $2.0 million higher in the 2005 period, primarily related to a mechanical failure on one onshore Louisiana well. 
The balance of the cost increases is generally attributable to higher energy costs to operate Company properties and general cost inflation in the 
industry.  

   
Production taxes and marketing expenses generally change in proportion to commodity prices and therefore were higher in the second 

quarter of 2005 than in the comparable quarter of 2004. The July 2004 sale of the Company’s offshore properties also contributed to an 
increase in production taxes and marketing expenses on a per BOE basis during 2005, as most of its offshore properties were tax exempt.  
   

General and administrative expenses increased 43% between the two second quarter periods, averaging $2.16 per BOE in the second 
quarter of 2005, up from $1.25 per BOE in the prior year’s second quarter. Most of the increase is attributable to incremental consultant fees, 
primarily related to compliance costs associated with, or audit work related to, the Sarbanes-Oxley Act, incremental costs to document, test and 
maintain the new software system that the Company began using in January 2005, and approximately $1.0 million of non-cash compensation 
resulting from the issuance of restricted stock during 2004.  

   
Interest expense decreased 14% as a result of lower overall debt levels following the sale of the Company’s offshore properties in 

July 2004, the proceeds of which were used to retire the Company’s bank debt, and as a result of approximately $373,000 of interest expense 
that was capitalized during the second quarter of 2005 relating to the CO 2 pipeline being constructed to East Mississippi.  
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For the second quarter of 2005, depreciation, depletion and amortization expense (“DD&A”) increased to $8.80 per BOE, as 
compared to the Company’s first quarter 2005 DD&A rate of $8.05, primarily due to rising costs, high acquisition costs per BOE and increased 
spending. The Company has not recognized any incremental reserves related to its tertiary program to date during 2005.  

   
The Company recognized current income tax expense of $4.4 million in the second quarter of 2005 related to anticipated alternative 

minimum taxes due that will not be offset by the Company’s enhanced oil recovery credits.  
   
2005 Outlook  
   

Denbury’s 2005 development and exploration budget (excluding acquisitions) is currently set at $350 million, including the estimated 
costs of the CO 2 pipeline being constructed to East Mississippi. As a result of the cost inflation in the industry, it is likely that the Company 

will have to either further increase its capital budget during the year or eliminate a portion of its projects. Any acquisitions made by the 
Company will increase these capital budget amounts. Denbury’s total debt as of July 31, 2005 was approximately $245 million, including $20 
million borrowed on its bank credit line, with $180 million undrawn on its bank borrowing base.  
   

The Company reaffirms its production guidance for 2005 of 31,000 BOE/d, which represents organic growth of over 10% from its average 
2004 production levels, after adjusting for the July 2004 offshore sale. As a result of operational delays, the Company is revising its forecasted 
production from its tertiary oil projects from a prior estimate of 10,000 BOE/d to a revised estimated range between 9,500 to 9,750 BOE/d.  
   

Gareth Roberts, Chief Executive Officer, said: “Our core operations, the CO 2 tertiary floods, are continuing to perform as expected. This 

week we started construction on our CO 2 pipeline to East Mississippi and if things go as planned, the line could be ready by early 2006, ahead 

of our mid-2006 target date. Production from our tertiary floods is responding as expected; however, due to operational delays, we slightly 
reduced our forecasted tertiary production for 2005, although the revised forecast still represents a 42% increase over 2004 levels. We are 
currently drilling another CO 2 source well, which if successful, could provide significant incremental CO 2 reserves for a potential future phase 

of the program.”  
   

“In the Barnett Shale, production is continuing to increase as a result of our drilling and acquisition activity. We currently have three rigs 
running in this area and will add a fourth in the fourth quarter. Year to date, we have spent almost $70 million on acquisitions, about one-half 
related to the Barnett Shale area and about one-half directed at either incremental interests in existing oil fields or interests in new fields that are 
potential future flood candidates for our tertiary operations. While we are experiencing significant cost inflation in our industry, at current 
commodity prices, we expect to continue to generate record or near-record cash flow and earnings. Our future continues to look bright.”  
   
Conference Call  
   

The public is invited to listen to the Company’s conference call set for today, August 4, 2005 at 10:00 A.M. CDT. The call will be 
broadcast live over the Internet at our web site: www.denbury.com. If you are unable to participate during the live broadcast, the call will be 
archived on our web site for approximately 30 days and will also be available for playback for one week by dialing 888-203-1112 or 719-457-
0820.  
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Financial and Statistical Data Tables  
   

Following are financial highlights for the comparative three and six month periods ended June 30, 2005 and 2004. All production volumes 
and dollars are expressed on a net revenue interest basis with gas volumes converted at 6:1.  
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Non-GAAP Measures  
   

Adjusted cash flow from operations is a non-GAAP measure that represents cash flow provided by operations before changes in assets and 
liabilities, as summarized from the Company’s Consolidated Statements of Cash Flows. Adjusted cash flow from operations measures the cash 
flow earned or incurred from operating activities without regard to the collection or payment of associated receivables or payables. The 
Company believes that it is important to consider this measure separately, as it believes it can often be a better way to discuss changes in 
operating trends in its business caused by changes in production, prices, operating costs and so forth, without regard to whether the earned or 
incurred item was collected or paid during that period. For a further discussion, see “Management’s Discussion and Analysis of Financial 
Condition and Results of Operations - Operating Results” in our latest Form 10-Q or Form 10-K.  
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Denbury Resources Inc. ( www.denbury.com ) is a growing independent oil and gas company. The Company is the largest oil and natural 
gas operator in Mississippi, owns the largest reserves of CO 2 used for tertiary oil recovery east of the Mississippi River, and holds key 

operating acreage in the onshore Louisiana and Texas Barnett Shale areas. The Company increases the value of acquired properties in its core 
areas through a combination of exploitation drilling and proven engineering extraction practices.  
   

This press release, other than historical financial information, contains forward looking statements that involve risks and uncertainties 
including expected reserve quantities and values relating to the Company's proved reserves, the Company's potential reserves from its tertiary 
operations, forecasted production levels relating to the Company's tertiary operations and overall production levels, estimated capital 
expenditures for 2005, pricing assumptions based on current and projected oil and natural gas prices, and other risks and uncertainties detailed 
in the Company's filings with the Securities and Exchange Commission, including Denbury's most recent reports on Form 10-K and Form 10-
Q. These risks and uncertainties are incorporated by this reference as though fully set forth herein. These statements are based on engineering, 
geological, financial and operating assumptions that management believes are reasonable based on currently available information; however, 
management's assumptions and the Company's future performance are both subject to a wide range of business risks, and there is no assurance 
that these goals and projections can or will be met. Actual results may vary materially.  

   
For further information contact:  

   
Gareth Roberts, President and CEO, 972-673-2000  
Phil Rykhoek, Sr. VP and Chief Financial Officer, 972-673-2000  
www.denbury.com  
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