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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): February 6, 2007  

DENBURY RESOURCES INC.  
(Exact name of Registrant as specified in its charter)  

Delaware  
 

(State or other jurisdiction  
of incorporation or organization)  

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

   

  

  

      
1-12935   20-0467835 

      
(Commission File Number) 

  
(I.R.S. Employer  

Identification No.) 
      

5100 Tennyson Parkway  
Suite 1200   

  

Plano, Texas  
(Address of principal executive offices)   

75024  
(Zip code) 

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

    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): 

  �   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)) 
  

  �   Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c)) 
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Section 2 – Financial Information  

      Item 2.02. Results of Operations and Financial Condition  

     On February 6, 2007, Denbury Resources Inc. issued a press release announcing oil, natural gas and CO 2 reserve information at year-end 
2006, and preliminary estimates of its 2006 production, finding and development costs and capital expenditures. 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  

      Item 9.01 Financial Statements and Exhibits.  

          (a) Financial Statements of Businesses Acquired.  

                    Not applicable.  

          (b) Pro forma Financial Information.  

                    Not applicable.  

          (c) Shell Company Transactions.  

                    Not applicable.  

          (d) Exhibits.  

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

   

      
Exhibit     
Number   Description of Exhibit 
       
99.1    Denbury Press Release, dated February 6, 2007 



Table of Contents  

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 hereunto duly authorized.  

   

          
  Denbury Resources Inc.  

         (Registrant)  
  

  

Date: February 6, 2007  By:   /s/  Phil Rykhoek   
    Phil Rykhoek    

    
Senior Vice President & Chief  
Financial Officer    

  



   



   

Exhibit 99.1 

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

Denbury Replaces Over 260% of its Production in 2006  
Increases Proved Carbon Dioxide Reserves 19% to 5.5 Tcf  

Provides Operational Update  

News Release  
Released at 7:30 AM CDT  

     DALLAS – February 6, 2007 — Denbury Resources Inc. (NYSE symbol: DNR) today announced that its total proved oil and natural gas 
reserves as of December 31, 2006 were 174.2 million barrels of oil equivalent (MMBOE), consisting of 126.1 million barrels (MMBbls) of 
crude oil, condensate and natural gas liquids and 288.8 billion cubic feet (Bcf) of natural gas. This year-end proved reserves total represents a 
14% increase over Denbury’s year-end proved reserve quantity estimates a year earlier. The Company also announced that its proved carbon 
dioxide (“CO 2 ”) reserves were 5.5 Tcf at year-end 2006, a 19% increase over its proved CO 2 reserve quantities at December 31, 2005. The 
independent reservoir engineering firm of DeGolyer and MacNaughton prepared Denbury’s year-end reserve report, including its proved CO 2 

reserve quantities, for the seventh consecutive year.  

Proved Reserve and Analysis  

     Denbury added 35.0 MMBOE of proved reserves during 2006 (before netting out 2006 production) replacing over 260% of its 2006 
estimated production, approximately 40% from acquisitions and 60% from internal organic growth. The most significant reserve additions 
during 2006 were in the Barnett Shale area near Fort Worth, Texas, where the Company added approximately 106 Bcfe (17.7 MMBOE) before 
netting out 2006 production. The incremental Tcf of proven CO 2 reserves added during 2006 (before netting out 2006 CO 2 production) 
replaced over 800% of the Company’s 2006 estimated CO 2 production.  

     The Company added approximately 6.1 MMBbls of tertiary-related oil reserves during the year, primarily at McComb Field through further 
expansion there and at Mallalieu Field where the Company increased its expected recovery rate from 17% to 20% of originally estimated 
reserves in place at that field, based on the oil production response to date. The Company did not add substantial additional tertiary oil reserves 
during 2006 as only two new significant tertiary floods that did not already have proved reserves, Soso and Martinville Fields, were initiated 
during the year. Tertiary floods in both of these fields were completed so late in the year that there was not a significant production response 
before year-end (the requirement to book proved reserves in these fields). Generally, 2006 was a transition year for the Company with regard to 
its tertiary oil reserves. Previously, the Company booked proved tertiary oil reserves near the start of a tertiary project as almost all the oil fields 
in Southwest Mississippi were analogous to Little Creek (an already-producing substantial tertiary flood) and thus it was not necessary to have 
an oil production response to the CO 2 injections before the reserves in those fields were considered proven. Conversely, the Company’s new 
floods (beyond Phase I) are generally not analogous, as the tertiary floods there will be in different geological formations. Therefore for these 
new phases, there must  

   



   

be an oil production response to the CO 2 injections before the Company can recognize proven oil reserves in those fields, even though the 
Company believes that there is a similar risk profile in flooding those fields. Since many of the Company’s Phase II projects were delayed 
during 2006 as previously discussed in the Company’s prior releases, the required production response needed to record any significant 
incremental tertiary oil reserves in this new phase did not occur. The Company anticipates booking significant amounts of incremental proven 
tertiary oil reserves during 2007 and beyond, although the magnitude of those additional reserves will depend on the Company’s progress with 
Phases III and IV, two areas the Company plans to initiate during 2007.  

     Current preliminary estimates of 2006 capital spending include approximately $470 million for oil and natural gas development and 
exploration activities, approximately $320 million expended on acquisitions, and approximately $60 million spent on Denbury’s CO 2 

producing wells and facilities. These capital expenditures include approximately $250 million incurred on unproved properties, primarily 
related to the portion of acquisition expenditures allocated to future tertiary floods and to capital expenditures on new tertiary properties for 
which there were not proven reserves as of December 31, 2006. The Company anticipates that proved reserves associated with these unproved 
properties will be recognized over the next few years. In addition, the Company spent $37.5 million in 2006 as partial payment for an option to 
acquire Hastings Field, which is not included in the preceding capital expenditure amounts.  

     Based on these preliminary 2006 capital expenditure estimates, excluding the CO 2 source related expenditures and without taking into 
account the change in future development cost and retirement obligations, Denbury estimates its finding and development costs for 2006 to be 
$22.55 per BOE. After adjusting for the $250 million expended on unproved projects, this estimate of 2006 finding costs decreases to 
approximately $15.41 per BOE. Approximately 65% of Denbury’s year-end 2006 proved reserves are categorized as proved developed and 
approximately 72% are oil reserves.  

     During 2006, the Company increased its proved CO 2 reserves from 4.6 Tcf at December 31, 2005 to 5.5 Tcf at December 31, 2006 (both 
volumes on a working interest basis), a 19% increase. Virtually all of this increase was attributable to additional reserves at DRI Ice Field, a 
field initially discovered late in 2005.  

     In accordance with SEC requirements, Denbury’s proved reserves at December 31, 2006 were computed using unescalated year-end 2006 
commodity prices of $61.05 per Bbl of oil (based on NYMEX prices) and a Henry Hub cash price of $5.63 per MMBtu of natural gas, with 
necessary adjustments applied to each field to arrive at the net price received by the Company as of December 31, 2006. The average price net 
to Denbury, contained in the reserve report, is approximately $53.16 per Bbl of oil and liquids and $5.02 per Mcf of natural gas. Using these 
prices, the estimated discounted net present value of Denbury’s proved reserves, before projected income taxes, at December 31, 2006, using a 
10% per annum discount rate (“PV-10 Value”) was $2.65 billion, approximately 18% lower than the Company’s PV-10 Value of $3.22 billion 
a year earlier. This decrease is primarily due to the significant drop in natural gas prices between the respective year-ends and higher operating 
and capital costs at year-end 2006. The Company estimates that the decrease in PV-10 Value attributable to increased operating expenses, 
which in turn primarily resulted from industry inflation since 2005, is approximately $160 million. PV-10 Value is different than the 
standardized measure of discounted estimated future net cash  

   



   

flows, which is an after-tax calculation. Proved reserves at December 31, 2005 were computed using unescalated NYMEX commodity prices 
of $61.04 per Bbl of oil (virtually identical to year-end 2006 oil prices) and $10.08 per MMBtu of natural gas (79% higher than year-end 2006 
natural gas prices). The Company estimates that the PV-10 Value at December 31, 2006 would change by approximately $61 million for each 
dollar change in the oil price per Bbl and approximately $14 million for each $0.10 change in the natural gas price per Mcf, if the oil and 
natural gas prices were to change by relatively minor amounts. If oil and/or natural prices were to change significantly, it is likely that the 
NYMEX differentials and cost assumptions used in estimating the proved reserves would also need to be adjusted.  

     Following is a preliminary reconciliation of the Company’s proved reserve quantities between December 31, 2005 and December 31, 2006:  

Operational Update  

     The Company anticipates that its average daily production rate for the fourth quarter of 2006 will be between 36,250 BOE/d and 36,750 
BOE/d, resulting in an average annual production rate for 2006 of between 36,500 BOE/d and 37,000 BOE/d. Preliminary production figures 
for January 2007 indicate that the Company’s net tertiary oil production for the month averaged in excess of 11,000 BOE/d, approximately 9% 
higher than the third quarter 2006 production level of 10,114 BOE/d (the fourth quarter 2006 rate is expected to be about the same as the third 
quarter rate). Modest production increases have occurred at all of the Phase I fields except for Little Creek, the Company’s oldest tertiary field 
purchased in 1999 which is on a gradual decline. In addition, response continues to improve at Eucutta and Martinville Fields, two of the three 
new floods in Phase II, with initial production response expected at Soso Field, the third Phase II property, in the second quarter of 2007. The 
Company has begun to inject CO 2 at Tinsley Field (Phase III) although in very modest amounts, using a small existing pipeline. Development 
at this field will accelerate once the new CO 2 pipeline to that field is installed, with completion currently expected late in the third quarter of 
2007.  

     CO 2 production is continuing to increase and is expected to average between 450 MMcf/d and 500 MMcf/d in the first quarter of 2007, a 
significant increase from the 2006 estimated average rate of 341 MMcf/d. The increase has been a result of the recent completion of the 
Barksdale dehydration facility and connection of two new wells, with another well in the process of being completed and another well currently 
drilling. The Company expects production to continue to increase above 500 MMcf/d by the second quarter, making Denbury the largest 
known producer of CO 2 (net to any one entity) in the country.  

   

          
    MMBOE   
Balance at 12/31/2005      152.6   

Acquisitions      14.3   
Extensions, discoveries, enhanced recoveries, and other revisions      20.7   
Estimated 2006 production      (13.4 ) 

     
  
  

Balance at 12/31/2006      174.2   
     

  

  



   

     The Company has initiated studies to select a route for its proposed 280 to 300 mile CO 2 pipeline from Louisiana to Hastings Field, near 
Houston, Texas, with completion currently expected during 2009. Work to secure right-of-ways for the CO 2 pipeline from Tinsley Field to 
Delhi Field is ongoing, with that line currently expected to be completed during the second quarter of 2008.  

     Production is still increasing in the Barnett Shale area, averaging approximately 37 MMcfe/d (net) during January 2007, as compared to 
approximately 30 MMcfe/d in the third quarter of 2006. The Company currently has three rigs running in that area, all in Parker County, and 
expects to drill 35 to 40 wells during 2007.  

     The Company’s second Gumbo well is still drilling with total depth expected to be reached in the next 30 to 60 days.  

Management Comments  

     Gareth Roberts, Chief Executive Officer, said: “Our tertiary operations continue to expand as we pursue our core strategy. Recently, we 
have seen production responses from two of our new East Mississippi floods, Martinville and Eucutta Fields, and our tertiary related oil 
production has resumed its incline at most of our previously existing tertiary floods. The key to this improvement is a continued expansion of 
our CO 2 production, which is currently at our highest rates to date of approximately 450 MMcf/d. We are in the process of completing an 
additional well at Jackson Dome, with another well expected to reach total depth by the end of the first quarter, both of which should further 
increase our CO 2 production capacity. While there is always a delay between CO 2 injections and oil production, we are encouraged as it all 
starts with the CO 2 injections.  

     The addition of an additional Tcf of proven CO 2 reserves during 2006 is a significant milestone in our business plan. With these 
incremental reserves, we have enough proven CO 2 resources for our Hastings project near Houston, Texas, with about 250 Bcf left over for 
additional potential projects. In addition to the estimated 70 MMBbls of potential oil recoverable with tertiary operations at Hastings Field (the 
mid-point of our range of estimates of potential recoverable oil of 50 MMBbls to 90 MMBbls), our new currently unallocated proved CO 2 

reserves give us the ability to acquire additional oil fields and recover an estimated 20 MMBbls of additional potential oil reserves through 
tertiary operations (using our rough internal standard of 10 Mcf of CO 2 required for one barrel of oil). We expect to further increase our CO 2 

proved reserves and production rates over the next several years by continuing our CO 2 drilling program.  

     Even though we have had a recent pullback in commodity prices, our future continues to look bright. We are continuing our expansion plans 
in the Texas Gulf Coast area by seeking a route for our planned new CO 2 pipeline to that area. We hope to take advantage of lower oil prices to 
acquire additional future tertiary flood candidates during this year. We believe that the rate of inflation in our costs should be reduced by lower 
commodity prices, but that could quickly change again if commodity prices resume their ascent. We have a large inventory of opportunities and 
continue to accumulate more and more, putting us in an enviable position amongst our industry peer group. Our future continues to look 
bright.”  

   



   

Upcoming Presentation  

     Gareth Roberts, President and CEO, will be presenting at the Credit Suisse Energy Conference on Wednesday, February 7. The slide 
presentation that will be used at this conference will be available on Denbury’s website, www.denbury.com by Tuesday, February 6, and will 
include certain updated operational and selected financial data, including an updated net asset value computation using year-end proved and 
probable reserves. The presentation by Mr. Roberts will also be webcast, available from www.denbury.com and archived on Denbury’s web 
site for approximately 30 days thereafter.  

2006 Earnings Release  

     The Company will announce its 4th quarter and 2006 year-end results on Thursday, February 22, 2007. You are invited to listen to 
Denbury’s conference call broadcast live over the Internet on Thursday, February 22, 2007 at 10:00 a.m. CDT. Gareth Roberts, President and 
Chief Executive Officer, Phil Rykhoek, Sr. Vice President and Chief Financial Officer, Robert Cornelius, Senior Vice President — Operations 
and Tracy Evans, Senior Vice President of Reservoir Engineering, will lead the call. The call may be accessed at Denbury’s website at 
www.denbury.com . If you are unable to participate during the live broadcast, the call will be archived on Denbury’s website for approximately 
30 days. The audio portion of the call will also be available for playback by phone for one month after the call by dialing (888) 203-1112 or 
(719) 457-0820, passcode # 8634248.  

About the Company  

     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 proved, probable or potential reserve quantities and values relating to the Company’s oil, natural gas, and carbon dioxide 
reserves, estimated capital expenditures and production for 2006 and future years, completion of projects which are underway and closing of 
pending acquisitions, 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.  

      Cautionary Note to U.S. Investors – The United States Securities and Exchange Commission permits oil and gas companies, in their 
filings with the SEC, to disclose only proved reserves that a company has demonstrated by actual production or conclusive formation tests to be 
economically and legally producible under existing economic and operating conditions. We use certain terms in this press release, such as 
probable, possible or potential reserves, and discuss those reserves that the SEC’s guidelines strictly prohibit us from including in filings with 
the SEC.  

   



   

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  

   


