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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

(Mark One)
M QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended June 30, 2010
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to
Commission file number: 001-12935
(Exact name of registrant as specified in its @rart
Delaware 20-0467835
(State or other jurisdictions (I.LR.S. Employe
incorporation or organizatiot Identification No.)
5100 Tennyson Parkway
Suite 120C
Plano, TX 75024
(Address of principal executive offict (Zip Code

Registrant’s telephone number, including area c(i&) 6732000

Not applicable
(Former name, former address and former fiscal, ykahanged since last report)

Indicate by check mark whether the registranth@s filed all reports required to be filed by Sexti3 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastags. Yedd NoO

Indicate by check mark whether the registrant lsnstted electronically and posted on its corpo¥atb site, if any, every Interactive Data
File required to be submitted and posted pursuaRiie 405 of Regulation S-T during the precediBgrbnths (or for such shorter period
that the registrant was required to submit and poch files). Yed NoO

Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated filéd Accelerated filefd Non-accelerated file Smaller reporting compariy
(Do not check if a smaller reporting compe

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the BExge Act). Yedd No M
Indicate the number of shares outstanding of ehtiiedssuer’s classes of common stock, as ofdtest practicable date.

Class Outstanding at July 31, 201(
Common Stock, $.001 par val 399,274,00(
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DENBURY RESOURCES INC.
GLOSSARY AND SELECT ABBREVIATIONS

The following are abbreviations and definisasf certain terms used in this report. The defing of proved developed reserves, proved
reserves, and proved undeveloped reserves havesbeenarized from the applicable definitions corgdim Rule 4-10(a)(2-4) of
Regulation S-X.

Bbl One stock tank barrel, of 42 U.S. gallons liquidLwmoe, used herein in reference to crude oil or oieaid
hydrocarbons

Bbls/d Barrels of oil produced per da

Bcf/d One billion cubic feet of natural gas or 2 produced per da

BOE One barrel of oil equivalent using the ratio of dxaerel of crude oil, condensate, or natural gagdis to six

Mcf of natural gas

BOE/d BOEs produced per da

CO2 Carbon dioxide

Denbury Denbury Resources Inc., a publicly traded Delavearporation, together with its subsidiari

Encore Encore Acquisition Company, together with its sdizies. Encore merged with and into Denbury on

March 9, 2010

ENP Encore Energy Partners LP, a publicly traded Detavimited partnership, together with its subsiiar

EOR Enhanced oil recover

FASB Financial Accounting Standards Boa

FASC FASB Accounting Standards Codificatic

LIBOR London Interbank Offered Rat

MBOE One thousand BOE

Mcf One thousand cubic feet of natural gas or>.

Mcf/d One thousand cubic feet of natural gas orz2 produced per da)

MMBOE One million BOEs

MMcf/d One million cubic feet of natural gas or (2 per day.

NYMEX New York Mercantile Exchang

Proved Developed Reserves Reserves that can be expected to be recoveredythedsting wells with existing equipment and opiag
methods

Proved Reserves The estimated quantities of crude oil, natural gas, natural gas liquids that geological and ergging datz

demonstrate with reasonable certainty to be readlerin future years from known reservoirs undéstexg
economic and operating conditiol

Proved Undeveloped Reser Reserves that are expected to be recovered fromwedle/on undrilled acreage or from existing wallsere
a relatively major expenditure is requir

SEC The United States Securities and Exchange Commis
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DENBURY RESOURCES INC.
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except par value and share data)

ASSETS
Current assets:
Cash and cash equivalel
Accrued production receivab
Trade and other receivables, net of allowance dB%hd $414, respective
Derivatives
Deferred taxe

Total current asse

Property and equipment:
Oil and natural gas properties (using full costoagting):
Proved
Unevaluatec
CO 2 properties, equipment, and pipelir
Other
Less accumulated depletion, depreciation, amoitizaand impairmer

Net property and equipme

Derivatives
Goodwill
Other

Total assets

LIABILITIES AND EQUITY

Current liabilities:

Accounts payable and accrued liabilit

Oil and natural gas production paya

Derivatives

Deferred taxe

Current maturities of lor-term debt

Other

Total current liabilities

Long-term liabilities:
Long-term debt, net of current portic
Asset retirement obligations, net of current paor
Deferred taxe
Derivatives
Other

Total lon¢-term liabilities

Commitments and contingencies (Note 10)

Equity:
Preferred stock, $.001 par value, 25,000,000 steargrized, none issued and outstani
Common stock, $.001 par value, 600,000,000 shateerdzed; 399,570,878 and 261,929,292 shares
issued, respective
Paic-in capital in excess of pi
Retained earning
Accumulated other comprehensive i
Treasury stock, at cost, 240,396 and 156,284 shagsectively
Total Denbury stockholde’ equity
Noncontrolling interes
Total equity
Total liabilities and equity

June 30, December 31
2010 2009
$ 67,47 $ 20,59
193,08t 120,66°
120,10( 67,87
77,29¢ 30¢
— 46,32
457 ,95¢ 255,76:
6,834,67! 3,595,722
1,185,62 320,35¢
1,704,70! 1,529,78.
100,75: 82,53
(2,033,93)) (1,825,52)
7,791,81 3,702,87.
54,85t 50€
1,220,17. 169,51°
221,03t 141,32:
$9,745,83 $ 4,269,97:
$ 360,05¢ $ 169,87-
151,33¢ 90,21¢
43,94: 124,32(
21,88: —
7,46¢ 5,30¢
4,07( 4,07(
588,75 393,79(
2,704,40! 1,301,06:!
91,74 53,25!
1,483,37. 515,51¢
19,58: 5,23¢
26,50¢ 28,87
4,325,60:! 1,903,95.
40C 262
3,017,571 910,54(
1,296,67. 1,064,41
(567) (557)
(3,847) (2,427)
4,310,24 1,972,23
521,23 —
4,831,47: 1,972,23
$9,74583  $4,269,97:

See accompanying Notes to Unaudited Condensed (tated Financial Statemen
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DENBURY RESOURCES INC.

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPER ATIONS

(In thousands, except per share data)

Three Months Ended

June 30,
2010 2009
Revenues and other income:
Oil, natural gas, and related product s: $ 488,02¢ $ 211,55:
CO2sales and transportation fe 4,69( 2,88¢
Gain on sale of interests in Gene (28) —
Interest income and oth 4,52( 2,95¢
Total revenue 497,21( 217,39.
Expenses:
Lease operating expens 127,74: 83,65¢
Production taxes and marketing exper 38,10( 10,78«
CO2o0perating expenst 1,681 1,09¢
General and administrati 31,19: 33,13¢
Interest, net of amounts capitalized of $23,85®,484, $45,162, and
$27,827, respectivel 43,48: 14,90«
Depletion, depreciation, and amortizat 129,20¢ 61,69:
Derivatives expense (incom (128,679 152,78
Transaction costs related to the Encore Me 22,78¢ —
Total expense 265,51¢ 358,06(
Income (loss) before income tax 231,69: (140,66¢)
Income tax provision (benefit
Current income taxe 6,941 24,12°
Deferred income taxe 74,42 (77,559
Consolidated net income (loss) 150,32¢ (87,240
Less: net income attributable to noncontrollingiest (14,969 —
Net income (loss) attributable to Denbury stockholdrs $ 135,36 $ (87,240
Net income (loss) per common share
Basic $ 034 $ (0.39)
Diluted $ 034 $ (0.39
Weighted average common shares outstandin
Basic 395,54¢ 246,08
Diluted 400,86 246,08:

Six Months Ended

June 30,

2010 2009
$ 818,91« $ 379,62:
9,187 6,04¢
101,54( —
6,39( 5,481
936,03 391,15:
223,96 158,60t
57,41 19,97¢
3,04¢ 2,39t
63,901 55,79(
69,89¢ 27,10:
211,08: 123,62(
(169,899 173,30:
67,78 —
527,19 560,79
408,83’ (169,64:)
7,61( 24,30(
150,69: (88,406
250,53: (105,53)
(18,279 —
$ 232,25! $(105,53)
$ 067 $ (0.49
$ 0.6€ $ (0.49
345,12¢ 245,83(
350,32¢ 245,83(

See accompanying Notes to Unaudited Condensed (tated Financial Statements.
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DENBURY RESOURCES INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH
(In thousands)

Cash flows from operating activities:
Consolidated net income (los
Adjustments needed to reconcile consolidated roeinie (loss) to net cash provided by operating
activities:

Depletion, depreciation, and amortizat
Deferred income taxe
Gain on sale of interests in Gene
Stoclk-based compensatic
Non-cash fair value derivative adjustme
Founde's retirement compensati
Other

Changes in operating assets and liabilities, neffetts from acquisition:
Accrued production receivab
Trade and other receivabl
Other asset
Accounts payable and accrued liabilit
Oil and natural gas production paya
Other liabilities

Net cash provided by operating activities

Cash flows used for investing activities
Oil and natural gas capital expenditu
Acquisitions of oil and natural gas propert
Cash paid in Encore Merger, net of cash acqt
CO2 capital expenditures, including pipelir
Net proceeds from sales of oil and natural gasents and equipme
Net proceeds from sale of interests in Gen
Other

Net cash used for investing activitie

Cash flows from financing activities:
Bank repayment
Bank borrowings
Senior subordinated notes tendered post Encoreevl
Net proceeds from issuance of senior subordinatét
Net proceeds from issuance of common s
Costs of debt financin
ENP distributions
Other

Net cash provided by (used for) financing activitie

Net increase in cash and cash equivalen
Cash and cash equivalents at beginning of p¢

Cash and cash equivalents at end of peric

FLOWS
Six Months Ended
June 30,

2010 2009
$ 250,53 $(105,53)
211,08: 123,62(
150,69: (88,406
(101,540 —
17,13( 16,56¢
(226,89 301,19°
— 6,35(
5,871 (2,426)
52,07¢ (33,520
10,05¢ 18,89’
(3,139 (21)
12,06¢ 33,02¢
11,23¢ (9,579
(4,88() 617
384,29 260,78¢
(317,179 (215,979
(24,247 (196,279
(801,48 —
(152,45)) (399,400
881,34 240,08
162,62: —
(7,222 (3,269
(258,619 (574,84
(1,514,001 (505,00()
1,149,00! 475,00(
(616,63 -
1,000,00! 389,82°
5,54( 7,251
(76,232 (10,080
(12,209 —
(14,255 (63)
(78,799 356,94
46,88: 42,89(
20,59: 17,06¢
$ 67,47 $ 59,95¢

See accompanying Notes to Unaudited Condensed (tated Financial Statements.
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DENBURY RESOURCES INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANG ES IN EQUITY
(In thousands, except share data)

Denbury Stockholders
Paid-In Accumulated Total
Common Stock Capital in Other Treasury Stock Denbury
($.001 Par Value Excess of Retained Comprehensive (at cost) Stockholder¢’ Noncontrolling Total
Shares Amount Par Earnings Loss Shares Amount Equity Interest Equity

Balance— December 31, 200! 261,929,29 $ 262 $ 910,54 $1,064,41! $ (557) 156,28¢ $ (2,42)) $ 1,972,223 $ — $1,972,23
Repurchase of common sto — — — — — 330,12: (5,327) (5,329) — (5,327)
Issued pursuant to employee stock

purchase pla — — — — — (246,01() 3,912 3,912 — 3,912
Issued pursuant to employee stock option | 278,14 — 1,59¢ — — — — 1,59¢ — 1,59¢
Issued pursuant to directors’

compensation pla 7,96( — 12¢ — — — — 12t — 25
Issued pursuant to Encore Mer¢ 135,170,50 13t 2,085,541 — — — — 2,085,68 — 2,085,68
Restricted stock gran 1,908,45! 2 — — — — — 2 — 2
Restricted stock gran— forfeited (169,967 — — — — — — — — —
Performanc-based shares issu 446,49: 1 — — — — — 1 — 1
Stock-based compensatic — — 19,70: — — — — 19,70: — 19,70:
Income tax benefit from equity awar — — 69 — — — — 69 — 69
ENP revaluation at Encore Merc — — — — — — — — 515,21( 515,21(
ENP cash distributions to

noncontrolling interes — — — — — — — — (12,20¢) (12,209)
Derivative contracts, n¢ — — — — (10) — — (10) (43) (53)
Consolidated net incon — — — 232,25} — — — 232,25} 18,27¢ 250,53!
Balance— June 30, 201( 399,570,87 $  40C $3,017,57 $1,296,67 $ (567) 240,39¢ $ (3,849 $ 4,310,24 $ 521,23° $4,831,47!

See accompanying Notes to Unaudited Condensed (tated Financial Statements.
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DENBURY RESOURCES INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF COMP REHENSIVE OPERATIONS
(In thousands)

Three Months Ended Six Months Ended
June 30, June 30,
2010 2009 2010 2009
Consolidated net income (loss) $150,32¢ $(87,24() $250,53: $(105,53)
Other comprehensive income (loss), net of incorre
Interest rate lock derivative contracts reclasdifeincome, net of tay
of $10, $10, $21, and $21, respectiv 17 17 34 35
Change in deferred hedge loss on interest ratesswap of tax of
$8, $0, $18, and $0, respectivi (60) — (87) —
Consolidated comprehensive income (los 150,28t (87,229 250,48 (105,505
Less: comprehensive income attributable to nonodimg interest (14,950 — (18,23%) —
Comprehensive income (loss) attributable to Denburgtockholders $135,33t $(87,22)) $232,24! $(105,505)

See accompanying Notes to Unaudited Condensed (tated Financial Statements.
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DENBURY RESOURCES INC.
Notes to Unaudited Condensed Consolidated Finan&Séthtements

Note 1. Description of Business
Organization and Nature of Operations

Denbury is a growing independent oil and redtgas company. Denbury is the largest oil andrahgas operator in both Mississippi and
Montana, owns the largest reserves of £LSed for tertiary oil recovery east of the MisgigsiRiver, and holds significant operating acreage
in the Rockies, Permian Basin, and Gulf Coast regi@enbury’s goal is to increase the value gbitperties through a combination of
exploitation, drilling, and proven engineering extiion practices, with its most significant empbkasiating to tertiary recovery operations.

Encore Mergel

On March 9, 2010, Denbury acquired Encoreyamsto an Agreement and Plan of Merger (the “Eadderger Agreement”) entered into
with Encore on October 31, 2009. The Encore Mefggeement provided for a stock and cash transaetduned at approximately
$4.5 billion at that time, including the assumptafrdebt and the value of the noncontrolling instiiea Encore Energy Partners LP (“ENP”).
Under the Encore Merger Agreement, Encore was rdesgi and into Denbury (the “Encore Merger”), wienbury surviving the Encore
Merger. The Encore Merger was consummated on M&r2@10, following approval by the stockholder$oth Denbury and Encore, closi
of a new revolving credit facility as part of thiedncing for the Encore Merger, and satisfactionafditions precedent.

The results of operations of Encore are inetlith those of Denbury from March 9, 2010 throdghe 30, 2010. Please read “Note 3.
Acquisitions and Divestitures” for additional infoation.

Strategic Alternatives and Asset Transaction Preesgor ENP

On April 30, 2010, ENP and Denbury annountegtintent to explore a broad range of stratetieraatives (“strategic process”) to
enhance the value of ENP’s common units, includmg,not limited to, those alternatives involving@ssible merger, sale, or other
transaction involving ENP, Denbury’s interest inEBl general partner, or all or part of the ENP cammnits that Denbury owns.
Additionally, ENP and Denbury also announced the#nt to explore a sale or other transaction ivwngl one or more of ENP’s assetagse
process”)jnitiated in light of the substantial projected ttaprequirements required to recognize the futigodial value of certain fields own
by ENP which are possible CQertiary projects, such as the Elk Basin Fieldhaiigh either or both of these processes may resaite or
more transactions involving ENP, Denbury, and/tria party, there is no assurance that a reviestrategic alternatives or consideration of
an asset transaction will result in the proposalamnpletion of any transaction with acceptable grm

Note 2. Basis of Presentation
Interim Financial Statemen

The accompanying unaudited condensed consatidenancial statements of Denbury Resourcesand.its subsidiaries have been
prepared in accordance with the instructions tarFd@-Q and do not include all of the informatiom dootnotes required by accounting
principles generally accepted in the United Stidesomplete financial statements. Unless indicatisrwise or the context requires, the
terms “we,” “our,” “us,” or “Denbury,” refer to Ddyury Resources Inc. and its subsidiaries. Thesm{ial statements and the notes thereto
should be read in conjunction with Denbury’s AnnRaport on Form 10-K for the year ended Decembef3Q9.

Accounting measurements at interim dates afitbr involve greater reliance on estimates thayeat end and the results of operations for
the interim periods shown in this report are natassarily indicative of results to be expectediieryear. In management’s opinion, the
accompanying unaudited condensed consolidateddialastatements include all adjustments of a nome@lirring nature necessary for a fair
statement of Denbury’s consolidated financial posiais of June 30, 2010, its consolidated restiltperations for the three and six months
ended June 30, 2010 and 2009, and its consolidasgdflows for the six months ended June 30, 206H2809.

9
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DENBURY RESOURCES INC.
Notes to Unaudited Condensed Consolidated Finan&Séthtements

Certain prior period items have been reclassifieghike the classification consistent with the défasdion in the most recent quarter.

Noncontrolling Interes

As of June 30, 2010, Denbury owned approxiiyat&% of ENP’s outstanding common units. Denbusp @wns 100% of Encore Energy
Partners GP LLC (“GP LLC"), a Delaware limited lisly company and indirect wholly owned subsidiafyDenbury, which is ENP’s
general partner. Considering the presumption ofrobof GP LLC in accordance with the “Consolidaiss topic of the FASC, the financial
position, results of operations, and cash flowENP are consolidated with those of Denbury from die®, 2010 through June 30, 2010.

As presented in the accompanying Unauditedd€osed Consolidated Balance Sheets, “Noncontralitggest” as of June 30, 2010 of
$521.2 million represents third-party ownershigiests in ENP. As presented in the accompanyingitlitead Condensed Consolidated
Statements of Operations, “Net income attributébleoncontrolling interest” for the three monthsled June 30, 2010 of $15.0 million
represents ENP’s results of operations attributabtaird-party owners, and “Net income attributatd noncontrolling interest” for the six
months ended June 30, 2010 of $18.3 million remtsdENP’s results of operations attributable todtgarty owners from March 9, 2010
through June 30, 2010.

Supplemental Cash Flow Information
The following table sets forth supplementatcfiow information for the periods indicated:

Six Months Ende

June 30
In thousand: 2010 2009
Cash paid for interest, net of amounts capital $ 43,29¢ $ 5,83
Interest capitalize 45,16: 27,821
Cash refunds for income tax (2,179 (14,416
Increase (decrease) in liabilities for capital exgiures 46,17( (41,619
Issuance of Denbury common stock in connection thighEncore Merge 2,085,68. —

Net Income (Loss) Per Common Sh

Basic net income (loss) per common sharenspeed by dividing net income (loss) attributatldedenbury stockholders by the weighted
average number of shares of common stock outstgmtliring the period. Diluted net income (loss) g@mmon share is calculated in the
same manner, but also considers the impact ofdtenpal dilution from stock options, unvested &tappreciation rights (“SARs”), unvested
restricted stock, and unvested performance equiirds. For the three and six months ended Jun203®, and 2009, there were no
adjustments to net income (loss) attributable talidey stockholders for purposes of calculatingtdiunet income (loss) per common share.
The following is a reconciliation of the weightedeaage common shares used in the basic and ditateidcome (loss) per common share
calculations for the periods indicated:

10
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DENBURY RESOURCES INC.
Notes to Unaudited Condensed Consolidated Finan&Séthtements

Three Months Ende Six Months Endet
June 30 June 30

In thousand: 2010 2009 2010 2009
Basic weighted average common shi 395,54¢ 246,08 345,12¢ 245,83(
Potentially dilutive securities

Stock options and SAF 3,98( — 3,83t —

Performance equity awar 14¢€ — 312 —

Restricted stoc 1,19¢ — 1,05 —
Diluted weighted average common shg 400,86’ 246,08 350,32¢ 245,83(

Basic weighted average common shares excRi8eawillion shares and 2.9 million shares at June2810 and 2009, respectively, of
unvested restricted stock. As these restrictedesharst, they will be included in the shares ontlitey used to calculate basic net income
(loss) per common share, although all restrictedksts issued and outstanding upon grant. For mapof calculating diluted weighted
average common shares, unvested restricted stanilisled in the computation using the treasurglstoethod, with the proceeds equal to
the average unrecognized compensation during thedy@adjusted for any estimated future tax conseqgas recognized directly in equity.
Shares of common stock issued in the Encore Mavges weighted from March 9, 2010 through June 8202 The dilution impact of these
shares on Denbury’s earnings per share calculati@ysincrease in future periods depending on thekebg@rice of Denbury’s common stock
during those periods.

The following securities could potentially i earnings per share in the future, but wereuebee! from the computation of diluted net
income (loss) per share as their effect would Heeen anti-dilutive:

As of June 30

In thousand: 2010 2009
Stock options and SAF 4,30z 11,34¢
Performance equity awan — 47€
Restricted stoc 49 2,92¢

Total 4,351 14,75(
CO 2 Pipelines

COz2pipelines are used for transportation of @ Denbury’s tertiary floods from its C&source field located near Jackson, Mississippi.
Denbury is continuing expansion of its G@ipeline infrastructure with several pipelines emtlty under construction. At June 30, 2010 and
December 31, 2009, Denbury had $78.7 million aritB$lr million of costs (including capitalized intstg respectively, related to pipeline
construction, primarily the Green Pipeline, in pess, recorded under “Cgproperties, equipment, and pipelines” in the accamypg
Unaudited Condensed Consolidated Balance SheetseTdosts of C@pipelines under construction were not being deptediat June 30,
2010 or December 31, 2009. For financial accounpimgoses, depreciation commences when the pigeadireeplaced into service, and each
pipeline is depreciated on a straight-line baser s estimated useful life, which ranges from@®80 years. During June 2010, Denbury
placed the first phase of the Green Pipeline, arBR® CO2 pipeline that runs from southern Louisiana to ridauston, Texas, in service, at
which time it became subject to depreciation foaficial accounting purposes. This first phase tofi3enbury’s Oyster Bayou Field in
Southeast Texas. Denbury filled this pipeline v 2 from its source at Jackson Dome during June andremued first injection of CQat
the Oyster Bayou Field on June 29, 2010. The reimzi$78.7 million of costs related to pipeline cwastion in progress at June 30, 2010
primarily consists of costs incurred for the renragnportion of the Green Pipeline to the Hastingddr Denbury includes the net capitalized
cost of pipelines which provide C£o the tertiary floods that have proved tertiaryerwes in the oil and natural gas full cost ceiliesf.

11
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DENBURY RESOURCES INC.
Notes to Unaudited Condensed Consolidated Finan&Séthtements

Goodwill
The following table summarizes the changd3enbury’s goodwill for the period indicated:

Six Months Ende

In thousand: June 30, 201

Balance, beginning of peric $ 169,51
Adjustment to goodwill related to the acquisitidrirterests in the Conroe Fiel() 31¢
Goodwill related to the Encore Merg(@ 1,050,33

Balance, end of peric $ 1,220,117

(1) Goodwill related to the acquisition of intst®in the Conroe Field decreased due to a revisiosserve estimates, offset by closing
adjustments

(2) See“Note 3. Acquisitions and Divestitur”

Recently Adopted Accounting Pronouncements

Subsequent Even®n February 24, 2010, the FASB issued guidancedri$ubsequent Events” topic of the FASC to provigdates
including: (1) requiring the company to evaluatbseguent events through the date in which the diahstatements are issued; (2) amending
the glossary of the “Subsequent Events” topic tbuite the definition of “SEC filer” and exclude thefinition of “Public entity”; and
(3) eliminating the requirement to disclose theedatough which subsequent events have been egdluBtis guidance was prospectively
effective upon issuance. The adoption of this guigadid not impact Denbury’s results of operationfinancial condition.

Note 3. Acquisitions and Divestitures
Merger with Encore Acquisition Compa

As previously discussed in “Note 1. Descriptad Business,bn March 9, 2010, the Encore Merger was consummatesl Encore Merge
was financed through a combination of $1.0 billadr8.25% Senior Subordinated Notes due 2020, wibiehbury issued on February 10,
2010, a new $1.6 hillion revolving credit agreememtered into on March 9, 2010, and the assumpfid@ncore’s remaining outstanding
senior subordinated notes. Please read “Note 5g{I@mm Debt” for additional information.

Encore shareholders received the followingsateration for each share of Encore common stoek ¢tlwvned, depending upon the
elections, if any, which they made, and the copfapyration, and allocation features of the Encoerdér Agreement so that, in the aggregate,
30% of the consideration for the outstanding shafésncore common stock would consist of cash,taedemaining 70% of the
consideration would consist of shares of Denbummon stock:

. Mixed cash/stock electing (or non-electing) Ercstockholders received $15.00 in cash and 2.404&s of Denbury common
stock;

. All -cash electing Encore stockholders received $46.483h and 0.2417 shares of Denbury common stack

. All-stock electing Encore stockholders (includihgse whose Encore restricted stock bonuses wereted into Denbury restricted
stock) received 3.4354 shares of Denbury commarks

All Encore stock options fully vested and thatrinsic value was paid in cash. All Encore rieséd stock vested and each holder had the
opportunity to make the same elections as othetenslof Encore common stock as described abovepekar shares of Encore restricted
stock granted during 2010 as a bonus pursuanet@@89 Encore annual incentive program, which wereverted into restricted shares of
Denbury common stock.
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In the Encore Merger, Denbury issued approteéigal 35.2 million shares of its common stock aati@pproximately $833.9 million in
cash to Encore stockholders. The Denbury sharesds® Encore stockholders represented approximadél of Denbury’s common stock
issued and outstanding immediately after the Enbteeger. The total fair value of the Denbury comnstock issued to Encore stockholders
in the Encore Merger was approximately $2.1 billi@sed upon Denbury’s closing price of $15.43 pareson March 9, 2010.

The Encore Merger met the definition of a bass combination under the FASC “Business Comlaingtitopic. As such, Denbury
estimated the fair value of Encore as of the adiprisdate, which is the date on which Denbury otstd control of Encore. The acquisition
date for the Encore Merger was March 9, 2010. TASE “Fair Value Measurements and Disclosures” tajgifines fair value as the price
that would be received to sell an asset or patdarwsfer a liability in an orderly transaction betm market participants at the measurement
date (often referred to as the “exit price”). The 7alue measurement is based on the assumptionarket participants and not those of the
reporting entity. Therefore, entity-specific intiemts should not impact the measurement of fairevalnless those assumptions are consistent
with market participant views.

In applying these accounting principles, Deglastimated the fair value of the Encore assejsieed less liabilities assumed on the
acquisition date to be approximately $2.4 billidhis measurement resulted in the recognition ofigolbtotaling approximately $1.1 billion.
The FASC defines goodwill as an asset represetiim@uture economic benefits arising from otheetsacquired in a business combination
that are not individually identified and separatedgognized. For this acquisition, goodwill is theess of the consideration transferred to
acquire Encore plus the fair value of the noncdimiginterest in ENP, over the acquisition datéreated fair value of the net assets acqu
Gooduwill recorded in the Encore Merger primarilpmesents the value of the opportunity to expandEsis CO2 EOR operations in the
Rocky Mountain region, the experience and techrégpkrtise of former Encore employees who havespbidenbury, and the addition of
strategic areas of operations in which Denburyndiipreviously have a significant presence.

The fair value of Encore was based on sigaificnputs not observable in the market, which FAB&r Value Measurements and
Disclosures” topic defines as Level 3 inputs. Keguanptions include (1) NYMEX oil and natural gasifes (this input is observable),
(2) projections of the estimated quantities ofamitl natural gas reserves, including those cladsiféeproved, probable, and possible,
(3) projections of future rates of production, {#)ing and amount of future development and opegatiosts, (5) projected cost of Gt a
market participant, (6) projected recovery factargd (7) risk-adjusted discount rates. The faiugaidf the oil and natural gas properties was
determined using a risk-adjusted after-tax discedicash flow analysis. Denbury applies full costanting rules, under which the
acquisition cost of oil and natural gas properéigsrecognized on a cost center basis (countryyhath Denbury has only one cost center
(United States). All of the goodwill was assignedhis single reporting unit. None of the gooduglideductible for income tax purposes.

Preliminary Purchase Price Allocation in Encore Mer

Based on currently available information, fbidowing table is a preliminary summary of the saeration issued for the Encore Merger
and the fair value of the assets acquired andiliabiassumed at the acquisition date, as wethagair value at the acquisition date of the
noncontrolling interest in ENP:
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In thousand:
Consideration and noncontrolling interest:
Fair value of Denbury common stock issu®) $2,085,68.
Cash payment to Encore stockhold(? 833,90
Severance paymer 32,92¢
Consideration issue 2,952,51!
Fair value of noncontrolling interest of ENG) 515,21
Consideration and noncontrolling interest of EI4) 3,467,72!
Add: fair value of liabilities assumed:
Accounts payable and accrued liabilit 116,52(
Oil and natural gas production paya 54,20
Current derivative 65,95«
Other current liabilitie: 32,98¢
Long-term debi 1,375,14
Asset retirement obligations, net of current paor 42,36(
Long-term derivative: 35,63
Long-term deferred taxe 869,38
Other lon¢-term liabilities 2,710
Amount attributable to liabilities assum 2,594,90!
Less: fair value of assets acquired:
Cash and cash equivalel 51,85(
Accrued production receivab 124,49.
Trade and other receivabl 49,50°
Current derivative 29,731
Oil and natural gas properti— proved 3,340,14.
Oil and natural gas properti— unevaluatec 1,279,00
CO 2 properties, equipment, and pipelir 7,254
Other property, plant, and equipmi 11,47¢
Long-term derivative: 35,20
Other lon¢-term asset 83,62¢
Amount attributable to assets acqui 5,012,29;
Goodwill $1,050,33

(1) 135.2 million Denbury common shares at $15.43 pares

(2) Based on holders of 55.3 million Encore comrabares being paid $15.00 per share plus cashgrymstock option holders of
$4.5 million.

(3) Represents fair value of the noncontrolling intecdENP. As of March 9, 2010, there were 45.3iomllENP common units outstandi
and the closing price was $21.10 per common umitoMarch 9, 2010, Encore owned approximately 46%NP’s outstanding
common units

(4) The sum of the consideration issued, the ootmolling interest of ENP, and the fair value afdére’s long-term debt assumed totals
approximately $4.8 billion, representing the aggtegurchase pric

The above purchase price allocation for thedEs Merger is preliminary and subject to revisi@nDenbury finalizes the acquisition tax
basis of the net assets acquired and other keyngsiguns utilized in the fair value models, primgifinalization of the oil and natural gas
reserve analysis.

For the three months ended June 30, 2010arttid period from March 9, 2010 to June 30, 2@dhbury recognized $200.6 million and
$260.9 million of oil, natural gas, and relatedduct sales, respectively, related to the Encoregiter~or the three months ended June 30,
2010 and for the period from March 9, 2010 to J8®e2010, Denbury recognized $137.8 million and®Z8nillion net field operating
income (oil, natural
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gas and related product sales less lease opeegianses and production taxes and marketing expemsspectively, related to the Encore
Merger. All transaction-related costs (advisorgdl accounting, severance, due diligence, integragtc.) have been expensed as incurred.
Denbury recognized a total of $67.8 million of $antion costs related to the Encore Merger inithenenths ended June 30, 2010.

Conroe Field Acquisition

On December 18, 2009, Denbury acquired a 91ndéfest in the Conroe Field, a significant potrtertiary flood north of Houston,
Texas, for total consideration of approximately $82million comprised of approximately $254.2 naitliin cash and 11,620,000 shares of
Denbury common stock. The common stock was valu&d&8.7 million based on the closing date pric®ehbury’s stock on December 18,
2009 of $14.52 per share. The effective date oflmase was December 1, 2009. The cash amount peliosatg was $268.5 million, which
includes $15.6 million for amounts in escrow acdsumserved for plugging and abandonment and aiffjestments. Denbury recorded
approximately $31.0 million of goodwill related ttee acquisition of interests in the Conroe Field.

Denbury shares issued in a private placenmecomjunction with the purchase of interests in@Goaroe Field were subsequently registered
for resale with the SEC on February 2, 2010, asired under a registration rights agreement. Thestetion rights agreement provides that
the registration statement for the shares remégttafe for approximately one year.

Hastings Field Acquisitiol

During November 2006, Denbury entered int@greement with a subsidiary of Venoco, Inc. (“Verdcwhich gave Denbury an option
to purchase Venoco’s interests in the HastinggFaktrategically significant potential tertiatgdd candidate located near Houston, Texas.
Denbury exercised the purchase option prior to&Saper 2008, and closed the acquisition during FEra009. As consideration for the
option agreement, during 2006 through 2008, Denmagle cash payments totaling $50 million, whiated@orded as a deposit. The remair
purchase price of approximately $196 million waglpa cash, and was determined as of January 19 gfe effective date) with closing on
February 2, 2009. The final closing adjustmentsawoeermpleted during the three months ended SepteB®h@009. The final closing price,
adjusted for interim net cash flows between theaiffe date and closing date of the acquisitionldiding minor purchase price adjustments),
totaled approximately $246.8 million. Denbury resext approximately $138.8 million of goodwill reldt® the acquisition of interests in the
Hastings Field.

Barnett Shale Dispositior

In May 2009, Denbury entered into an agreertenell 60% of its Barnett Shale natural gas assetalon Oil and Gas LLC (“Talon”), a
privately held company, for $270 million (before@sing adjustments). Denbury closed approximatelyettquarters of the sale in June 2009
and closed the remainder of the sale in July 2Bi@® proceeds were approximately $259.8 millionglaffosing adjustments, and net of
$8.1 million for natural gas swaps transferrechia sale). The effective date under the agreemesitiwae 1, 2009. Denbury did not record a
gain or loss on the sale in accordance with thecdt method of accounting.

In December 2009, Denbury closed the salaefémaining 40% of its Barnett Shale natural gaets to Talon for $210 million (before
closing adjustments). Net proceeds were approxign&209.9 million (after closing adjustments). Téféective date under the agreement was
December 1, 2009. Denbury did not record a galnsw on the sale in accordance with the full costhrod of accounting. Further, the sale
was structured as a deferred like-kind exchangmimunction with Denbury’s acquisition of interegighe Conroe Field in order to defer
most of the tax impacts of the sale.
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Sale of Interests in Genesis Energy, L.P. (“Gerigsis

In February 2010, Denbury sold its interesbenesis Energy, LLC, the general partner of Genési net proceeds of approximately
$84 million, after giving effect to the change ohtrol provision of the incentive compensation agnent with Genesis’ management, which
was triggered and under which Denbury paid a wft&t14.9 million comprised of deferred compensatbf$1.9 million and change of cont
redemption of $13.0 million. In February 2010, Denbrecognized general and administrative expen$d.d million associated with the
$14.9 million payment. The remainder of the payntextt been previously accrued in Denbarfhancial statements as of December 31, -
In March 2010, Denbury sold all of its Genesis cammnits in a secondary public offering for netqeeds of approximately $79 million. As
a result, Denbury no longer holds any interestémésis. Denbury recognized a pre-tax gain of apmately $101.5 million ($63.0 million
after tax) on these dispositions.

Sale of Southern Properties

On May 14, 2010, Denbury sold certain oil aatural gas properties and related assets acqunitbd Encore Merger, primarily located in
the Permian Basin in West Texas and southeastesnN\Nsxico; the Mid-continent area, which includee thnadarko Basin in Oklahoma,
Texas, and Kansas; and the East Texas Basin (thél{&n Assets”) to Quantum Resources Managemeft,far consideration of
$883.9 million after closing adjustments and inahgda prior $45 million deposit. The effective dafehe sale was May 1, 2010. Denbury
not record a gain or loss on the sale in accordaiitbethe full cost method of accounting. The pndjgs acquired in the Encore Merger in the
southern part of the United States which were alat mclude the Haynesville Shale, Paradox Baslay€land Sand Play, and Tuscaloosa
Marine Shale properties. Although the sale of thaetBern Assets triggered an impairment test of gagcho impairment charges were made
or required during the second quarter of 2010.

Pro Forma Informatior

The following unaudited pro forma condenseaificial data for the three and six months ended 3002010 gives effect to the Encore
Merger as if it had occurred on January 1, 201@ foowing unaudited pro forma condensed finandath for the three and six months
ended June 30, 2009 gives effect to the Encore dlgtige acquisition of interests in the Conroed-irlDecember 2009 and the acquisitiol
interests in the Hastings Field in February 2008 each had occurred on January 1, 2009. The utelidro forma condensed consolidated
financial information has been included for compigeapurposes only and is not necessarily indieati’the results that might have occurred
had the transactions taken place on the datesaitedi@nd is not intended to be a projection ofréutesults.

Three Months Ende Six Months Endet
June 30 June 30

In thousands, except per share amot 2010 2009 2010 2009
Pro forma total revenu $497,21( $ 388,86! $1,112,48. $ 688,85t
Pro forma net income (loss) attributable to Dentstockholder: $135,49: $(134,03) $ 247,42 $(168,56¢)
Pro forma net income (loss) per common sh

Basic $ 034 $ (0.39 $ 0.6: $ (0.49

Diluted $ 034 $ (0.39 $ 0.62 $ (0.4%

Note 4. Asset Retirement Obligations

In general, Denbury’s future asset retirenmdtigations relate to future costs associated pliigging and abandonment of its oil, natural
gas, and CQwells, removal of equipment and facilities fromded acreage, and land restoration. The fair vdladiability for an asset
retirement is recorded in the period in which iinisurred, discounted to its present value usingtidey’s credit-adjusted risk-free interest
rate, and a corresponding amount capitalized byeasing the carrying amount of the related longdiasset. The liability is accreted each
period, and the capitalized cost is depreciated thesuseful life of the related asset.
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The following table summarizes the changd3enbury’s asset retirement obligations for theqmbindicated:

Six Months Ende

In thousand: June 30, 201

Balance, beginning of peric $ 54,33¢
Liabilities incurred and assumed during per 2,22z
Liabilities assumed in the Encore Mer 43,78:
Revisions in estimated retirement obligati 1,70z
Liabilities settled during perio (3,216
Accretion expens 2,79¢
Sales of propertie (7,520

Balance, end of peric $ 94,10¢

At June 30, 2010 and December 31, 2009, appairly $2.4 million and $1.1 million, respectivebf Denbury’s asset retirement
obligations were classified in “Accounts payable accrued liabilities” under current liabilities ime accompanying Unaudited Condensed
Consolidated Balance Sheets. Denbury has escrovwatcthat are legally restricted for certain sfdsset retirement obligations. The
balances of these escrow accounts were approxyr&@2l8 million and $22.8 million at June 30, 2Gk@ December 31, 2009, respectively,
and are included in “Other assets” in the accomipanynaudited Condensed Consolidated Balance Sheets

Note 5. Long-Term Debt

The following table shows the components ofifey’s long-term debt as of the periods indicated:

June 30 December 3:

In thousands, except percenta 2010 2009
Denbury Credit Agreemel $ 40,00( $ —
ENP Credit Agreemer 245,00( —
Senior bank loan (replaced with Denbury Credit Agnent) — 125,00(
7.5% Senior Subordinated Notes due 2013, net cbdis of $534 and $631, respectiv 224,46t 224,36
6.25% Senior Subordinated Notes due 2014, inclugdiegnium of $12 1,08¢ —
7.5% Senior Subordinated Notes due 2015, inclugiregnium of $470 and $513, respectiv 300,47( 300,51:
6.0% Senior Subordinated Notes due 2015, includregnium of $€ 49C —
9.5% Senior Subordinated Notes due 2016, inclugiegiium of $15,95 240,87 —
9.75% Senior Subordinated Notes due 2016, netsebdint of $24,281 and $26,424, respecti 402,06 399,92t
7.25% Senior Subordinated Notes due 2017, includiegnium of $21 2,27 —
8.25% Senior Subordinated Notes due 2 996,27: —
Northeast Jackson Dome pipeline financ 169,02« 170,63:
Free State pipeline financit 81,82: 79,98’
Capital lease obligatior 8,017 5,94¢
Total 2,711,86! 1,306,37!
Less current portio 7,46¢ 5,30¢
Long-term debt and capital lease obligatit $2,704,40! $1,301,06:

New $1.6 Billion Revolving Credit Agreem

On March 9, 2010, Denbury entered into a n&w $illion revolving credit agreement with JPMongahase Bank, N.A. (“JPMorgan”), as
administrative agent, and 23 other lenders as plaereto (the “Denbury Credit Agreement”). Borrogénunder the Denbury Credit
Agreement, coupled with the funds from Denbury&iance of $1.0 billion of 8.25% Senior Subordindtetes due 2020, were used to:
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. fund the cash portion of the consideration issnetié Encore Merger (inclusive of payments madstdok option holders’

. repay amounts outstanding under Denbury’s théstieg $750 million revolving credit agreement, wiihad $125 million
outstanding as of March 9, 201

. repay amounts outstanding under Encore’s thestiegirevolving credit agreement, which had $26Bioni outstanding as of
March 9, 2010

. pay Encor’s severance cosl
. pay transaction fees and expenses;
. provide additional liquidity

Availability under the Denbury Credit Agreeménsubject to a borrowing base, which is redeieech semi-annually on or prior to May 1
and November 1, beginning in November 2010, anchupquested special redeterminations. The DenbregliCAgreement provides for a
borrowing base of $1.6 billion. The borrowing baspresents the amount that can be borrowed bastt saserves and certain other oil and
natural gas assets of Denbury and its restrictbdidiaries, as confirmed by the banks, while thmitment amount is the amount the banks
have committed to fund pursuant to the terms ofXerbury Credit Agreement. The borrowing base jastdd at the banks’ discretion and is
based in part upon external factors over which Denhas no control. If the borrowing base weredddss than outstanding borrowings
under the Denbury Credit Agreement, Denbury woddguired to repay the deficit over a period afrfmonths. In conjunction with the s
of the Southern Assets, lending banks performestiatermination of the borrowing base under the DenBredit Agreement and left the
borrowing base unchanged. Denbury incurs a commitfiee of 0.5% on the unused portion of the crigdillity or if less, the borrowing bas
Loans under the Denbury Credit Agreement matuidanch 2014.

The Denbury Credit Agreement is secured bystsuttially all of the proved oil and natural gaspgmrties of Denbury’s restricted
subsidiaries and by the equity interests of Denlsugstricted subsidiaries. In addition, Denbumytdigations under the Denbury Credit
Agreement are guaranteed by its restricted sulvgdiarhe restricted subsidiaries include moshefdubsidiaries of the combined company
after the Encore Merger, excluding Denbury’s noargator subsidiaries.

The Denbury Credit Agreement contains sewastictive covenants including, among others:
. a prohibition on the payment of dividends to parti¢her than Denbury and its restricted subsidia
. a requirement to maintain a current ratio, as datexd under the Denbury Credit Agreement, of ngs lhan 1.0 to 1.(

. a maximum permitted ratio of debt to adjusted HBA (as defined in the Denbury Credit Agreementpehbury and its restricted
subsidiaries of not more than 4.5 to 1.0 in 20140 to 1.0 in 2011 and thereatfter; :

. a prohibition against incurring debt, subject tonpitted exceptions

Additionally, there is a limitation on the aggate amount of forecasted oil and natural gagymtion that can be economically hedged
with oil or natural gas derivative contracts.

Loans under the Denbury Credit Agreement abgest to varying rates of interest based on (&)ttttal outstanding borrowings in relation
to the borrowing base and (2) whether the loanEsi@dollar loan or a base rate loan. Eurodollanfobear interest at the Eurodollar rate plus
the applicable margin of 2.0% to 3.0% based ormrdtie of outstanding borrowings to the borrowing®aand base rate loans bear interest at
the base rate plus the applicable margin of 1.020&6 based on the ratio of outstanding borrowtngte borrowing base. The “Eurodollar
rate” for any interest period (either one, twogthrsix, nine, or twelve months, as selected bybDey) is the rate per year equal to LIBOR, as
published by Reuters or another source designatd®blorgan, for deposits in dollars for a similaterest period. The “base rate” is
calculated as the highest of (1) the annual ratetefest announced by and JPMorgan as its “prates’r(2) the federal funds effective rate
plus 0.5%, and (3) the Adjusted Eurodollar Rated@fined in the Denbury Credit Agreement) for a-amenth interest period plus 1.0%.
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Encore Energy Partners Operating LLC Credit Agreeh

Encore Energy Partners Operating LLC (“OLLG)wholly-owned subsidiary of ENP, is a party tiva-year credit agreement dated
March 7, 2007 (as amended, the “ENP Credit Agreé¢itherhe ENP Credit Agreement matures on MarchG4,2 In November 2009, OLLC
amended the ENP Credit Agreement, effective uperclbsing of the Encore Merger, to, among otherg$j permit the consummation of the
Encore Merger despite its being a “Change of Céhtreder the ENP Credit Agreement.

The ENP Credit Agreement provides for revajvanedit loans to be made to OLLC from time to tiamal letters of credit to be issued fr
time to time for the account of OLLC or any ofliestricted subsidiaries. The aggregate amounteo€tmmitments of the lenders under the
ENP Credit Agreement is $475 million. Availabilimder the ENP Credit Agreement is subject to advarrg base, which is redetermined
semi-annually and upon requested special redetatioims. On June 14, 2010, the borrowing base uh@eENP Credit Agreement was
reaffirmed at $375 million. As of June 30, 201@& torrowing base was $375 million and there wedbs$8illion of outstanding borrowings
and $130 million of borrowing capacity under theFENredit Agreement.

Obligations under the ENP Credit Agreementsa@ired by a first-priority security interest ubstantially all of OLLC’s proved oil and
natural gas reserves and in the equity interes®L&fC and its restricted subsidiaries. In additiohligations under the ENP Credit Agreen
are guaranteed by ENP and OLLC's restricted sudnsédi. Denbury consolidates the debt of ENP witt ¢fi its own; however, obligations
under the ENP Credit Agreement are non-recourf®tdbury and its restricted subsidiaries.

Issuance of 8.25% Senior Subordinated Notes dué

On February 10, 2010, Denbury issued $1.@hilbf 8.25% Senior Subordinated Notes due 2028‘@620 Notes”)for net proceeds aft
underwriting discounts and commissions of $980iarill The 2020 Notes were sold at par. Upon therapsf the Encore Merger,
$400 million of the net proceeds were used to faeam portion of the Encore Merger consideratiordédrihe indenture governing the 2020
Notes, to the extent that fewer than $600 millioimgpal amount of Enco’s outstanding senior subordinated notes were ofyased in
tender offers or change of control repurchasesmuhgeEncore indentures, Denbury was requireddeem an equal amount of the 2020
Notes, plus accrued and unpaid interest. Denbulgermed $500.5 million principal amount of Enc¢s outstanding senior subordinated notes
in a tender offer, repurchased an additional $&%llfon principal amount of Encore’s outstandingnge subordinated notes under change of
control provisions, and redeemed $3.7 million gpatamount of the 2020 Notes. Please re@drider Offers and Consent Solicitations for
Encore's Senior Subordinated Notes; Supplements to lntlestGoverning Encore’s Senior Subordinated Nbtesow.

The 2020 Notes mature on February 15, 2020jrgerest is payable on February 15 and Augusif Each year, beginning August 15,
2010. Denbury may redeem the 2020 Notes in whole part at its option beginning February 15, 2(dt3he following redemption prices:

. 104.125% after February 15, 20:

. 102.75% after February 15, 20:

. 101.375% after February 15, 2017; ¢
. 100% after February 15, 201

Prior to February 15, 2013, Denbury may abfison redeem up to an aggregate of 35% of thecip@l amount of the 2020 Notes at a
price of 108.25% with the proceeds of certain sgofterings. In addition, at any time prior to Feary 15, 2015, Denbury may redeem 100%
of the principal amount of the 2020 Notes at agpaqual to 100% of the principal amount plus a “enakole” premium and accrued and
unpaid interest. The indenture contains certaitricéi®ns on Denbury’s ability to incur additiondébt, pay dividends on its common stock,
make investments, create liens on its assets, erigdansactions with its affiliates, transfersetl assets,
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consolidate or merge, or sell substantially ait®fissets. The 2020 Notes are not subject toiaking fund requirements. Certain of
Denbury’s subsidiaries fully and unconditionallyagantee this debt.

Supplements to Indentures Governing Denbury’s $&ubordinated Notes

On March 9, 2010, upon closing of the Encoerdér, Denbury became an obligor, as successntdrest to Encore, with respect to
Encore senior subordinated notes, which are goddsgdour indentures covering an aggregate originiaicipal amount of $825 million. In
conjunction with the closing of the Encore Merd@enbury and its subsidiaries entered into suppléah@mdentures to add subsidiary
guarantors, as required under the Encore indenasrell as the indentures governing Denbury’s@enibordinated notes. The Encore
legacy subsidiaries, with permitted exceptionsab@e guarantors under the Denbury indentures that iwesffect prior to the Encore Merger
and the Denbury legacy subsidiaries, with permigbeceptions, became guarantors under the Encoeatimas with respect to which Denb
succeeded Encore.

Tender Offers and Consent Solicitations for Ence@enior Subordinated Notes; Supplements to Intentaoverning Encore’s Senior
Subordinated Notes

On February 8, 2010, Denbury commenced a teaster offer to repurchase $600 million principacaint of Encore’s $825 million senior
subordinated notes which were governed by thrégnobre’s four indentures and solicited consentaend each of those three indentures to
eliminate most of the indenture covenants. Thoderntures are the indentures to which Encore wastg prior to the Encore Merger
governing their 6.25% Senior Subordinated Notes2flie! (the “6.25% Notes”), their 6.0% Senior Sulimated Notes due 2015 (the “6.0%
Note¢"), and their 7.25% Senior Subordinated Notes diE7the “7.25% Notes”).

On March 10, 2010, upon expiration of the ssraffers and consent solicitations, Denbury aasfdr purchase all notes tendered in the
tender offer. The total amount of notes that Deplpurchased was approximately $500.5 million impipal amount of the $600 million in
original principal amount for which tenders weredaaleaving outstanding approximately $99.5 millafrihe $600 million of notes for whi
Denbury made tender offers.

The tender of the notes also constituted gleety of consents of holders of the notes to elate or modify certain provisions contained
in each of the three indentures governing the Emsenior subordinated notes for which tender offene made. Denbury received sufficient
consents in the solicitations to amend these tEre®re indentures effective upon the Encore Merffee.amendments of the three indentures
governing the $600 million of notes subject to tiaeder offers eliminated most of the restrictiveamants, including covenants requiring the
filing of SEC reports; restricting certain paymeritsiting indebtedness; restricting distributidinem certain restricted subsidiaries, affiliate
transactions, and liens; requiring future subsid&to guarantee the applicable notes; requiriegitiivery of certificates concerning
compliance with the applicable indenture; certamvjsions of covenants relating to mergers and alicketions; and certain events of default
in the indentures. The amendments do not applye®t50% Senior Subordinated Notes due 2016 (86 Notes”).

On March 12, 2010, Denbury announced cashgehahcontrol offers to purchase, for 101% of theefamount, the remaining
$324.5 million of senior subordinated notes outditagn under the four Encore indentures, as requiseelach of the Encore indentures. In
April 2010, Denbury purchased approximately $95ilfian of these senior subordinated notes, leadpgroximately $228.7 million of
former Encore notes outstanding.

Encore Indenture

In addition to the three indentures that gowbe Encore senior subordinated notes for whichbDey made tender offers, as a result of the
Encore Merger, Denbury also became successoraresttto Encore under the Encore indenture witheretso the 9.5% Notes in the original
principal amount of $225 million (the “9.5% Indergd). Interest on the 9.5% Notes is due semi-aripued May 1 and November 1. The
9.5% Notes mature on May 1, 2016. The material sesfithe 9.5% Indenture include covenants requittiregfiling of SEC reports; restricting
certain payments; limiting indebtedness; restrictiistributions from certain restricted subsidigrie
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affiliate transactions, and liens; requiring certsilbsidiaries to deliver guarantees of the notggjiring the delivery of certificates concern
compliance with the indenture; and covenants redaib mergers and consolidations.

All of the Encore indentures, including th&%. Indenture, also have covenants limiting the shbessets and providing a put right by
holders upon change of control. The Encore indestafso contain certain affirmative, negative, fimaincial covenants, which include a
requirement that Denbury maintain a current rea®defined in the Encore indentures) of not leas thO0 to 1.0 and a requirement that
Denbury maintain a ratio of consolidated EBITDA (kdined in the Encore indentures) to consolidatéztest expense of not less than 2.5 to
1.0.

Note 6. Derivative Instruments and Hedging Activites
Derivative Policy

Denbury applies the provisions of the “Derives” topic of the FASC, which requires each defixainstrument to be recorded in the
balance sheet at fair value. If a derivative haseen designated as a hedge or does not othequédiéy for hedge accounting, it must be
adjusted to fair value through earnings. Howeve,derivative qualifies for hedge accounting, depieg on the nature of the hedge, the
effective portion of changes in fair value can éeognized in accumulated other comprehensive inarrfass within equity until such time
the hedged item is recognized in earnings. In aiwlequalify for cash flow hedge accounting, thehcisws from the hedging instrument must
be highly effective in offsetting changes in calsiwt of the hedged item. In addition, all hedgietationships must be designated,
documented, and reassessed periodically.

Denbury has elected to designate ENP’s oudstgrinterest rate swaps as cash flow hedges. ffbéetige portion of the mark-to-market
gain or loss on these derivative instruments iengd in “Accumulated other comprehensive lossttenaccompanying Unaudited
Condensed Consolidated Balance Sheets and reidddsiio earnings in the same period in which tedded transaction affects earnings.
Any ineffective portion of the mark-to-market gainloss is recognized in earnings and includedarivatives expense (income)” in the
accompanying Unaudited Condensed Consolidatedri¢ats of Operations.

Denbury does not apply hedge accounting treatro its oil and natural gas derivative contraatd therefore, the changes in the fair
values of these instruments are recognized in ircionthe period of change. These fair value charajeag with the cash settlements of
expired contracts, are included in “Derivativesexge (income)” in the accompanying Unaudited CoseléiConsolidated Statements of
Operations.

Oil and Natural Gas Derivative Contracts

From time to time, Denbury enters into varioilsand natural gas derivative contracts to prevath economic hedge of its exposure to
commodity price risk associated with anticipatetdife oil and natural gas production. Denbury dastshold or issue derivative financial
instruments for trading purposes. These contramisist of price floors, collars, and fixed priceags. Historically, Denbury has hedged up to
80% of its anticipated production for the followigigar to provide it with a reasonably certain antafrcash flow to cover most of its
budgeted exploration and development expendituig®ut incurring significant debt. Also, in light the Encore Merger, and Denbury’s
desire to protect its cash flows given the incrdassbt levels, in March 2010, Denbury entered austless collar crude oil contracts covering
17,000 Bbls/d during the first half of 2011 andlime 2010, it entered into costless collar crutleasitracts covering an additional 8,000
Bbls/d during the third quarter of 2011.

Denbury manages and controls market and copartg credit risk through established internaltcolnprocedures that are reviewed on an
ongoing basis. Denbury attempts to minimize craslit exposure to counterparties through formal itygalicies, monitoring procedures, and
diversification. All of Denbury’s and ENP’s commaogderivative contracts are with parties that arediers under their respective credit
agreements. Denbury has included an estimate gferformance risk in the fair value measurementso€@mmaodity derivative contracts as
required by FASC guidance on fair value. At June2Z8I1 0 and December 31, 2009, the net asset {fighf Denbury’s open commodity
derivative contracts of $109.7 million and ($128ni)lion, respectively, included a reduction of $million and $0.8 million, respectively,
for estimated nonperformance risk.

21




Table of Contents

DENBURY RESOURCES INC.
Notes to Unaudited Condensed Consolidated Finan&Séthtements

The following is a summary of “Derivatives expse (income)” included in the accompanying Unaad@ondensed Consolidated

Statements of Operations for the periods indicated:

In thousand:

Three Months Ende

Receipts (payments) on settlement of oil derivatioetracts
Receipts on settlement of natural gas derivativeraots

Fair value adjustments to derivative contracts inedexpense
Ineffectiveness on interest rate sw.

Derivatives income (expens
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June 30
2010 2009
$(13,829) $ 42,00:
16,63( —
125,19 (194,79))
682 —
$128,67- $(152,789)

Six Months Ende:

June 30
2010 2009
$(77,379 $ 127,83t
20,37¢ —
226,02 (301,14
87C —
$169,89¢ $(173,30/)
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NYMEX Contract Prices Per Bl

Estimated Fair Valu
Asset (Liability)

Type of Weighted Average Pric June 30 December 3:
Year Months Contract Bbls/d Swap Floor Ceiling 2010 2009
In thousands
Oil Contracts:
2010 Jan— Mar Swap 31,63¢ $ 55.9¢ — $  — $ — $ (63,529
Collar 11,44( — 67.7:2 85.8¢ — 95
Put 9,32t — 67.8¢ — —
Total Jar— Mar 2010 52,40( $ — $ (63,430
Apr — June Swap 6,63t $ 71.4f — $ — $ — $ —
Collar 36,44( — 55.5¢ 78.5¢ — (24,747
Put 9,32t — 67.8¢ — —
Total Apr— June 201( 52,40( $ = $ (24,74)
July - Sep Swap 6,63t $ 71.4¢ — $  — $ (2,916 $ —
Collar 36,44( — 60.71 82.67 (4,35]) (20,76))
Put 9,32t — 67.8¢ 1,50z —
Total July— Sept 201( 52,40( $ (5,765 $ (20,76
Oct-Dec Swap 6,63t $ 71.4f — $ — $ (3,690 $ —
Collar 36,44( — 62.42 88.81 (2,659 (13,320
Put 9,32t — 67.8¢ 3,02¢ —
Total Oct- Dec 201C 52,40( $ (3,319 $ (13,320
2011 Jan— Mar Swap 1,63¢ $ 77.3¢ — $  — $ (167) $ —
Collar 44,94( — 70.4: 100.0¢ 12,72¢ 177
Put 8,82t — 70.8¢ 4,508 —
Total Jar— Mar 2011 55,40( $17,06: $ 177
Apr — June Swap 1,63t $ 77.3¢ — $ — $ (297) $ —
Collar 44,94( — 70.4¢ 100.0¢ 12,53} (319
Put 8,82t — 70.8t 5,29¢ —
Total Apr—June 201: 55,40( $17,53¢ $ (31¢)
July - Sep Swap 1,63¢ $ 77.3¢ — $ $ (380 $ —
Collar 35,94( — 70.5¢ 99.7¢ 8,891 (2,07¢)
Put 8,82t — 70.8¢ 6,00¢ —
Total July— Sept 2011 46,40( $14528  $ (1,079
Oct-Dec Swap 1,63t $ 77.3¢ — $ — $ (440 $ —
Collar 27,94( — 70.6¢ 101.7: 7,11¢ (2,539
Put 8,82t — 70.8t — 6,40¢ —
Total Oct— Dec 2011 38,40( $13,081 $ (2,539
2012 Jan- Dec Swap 2,13¢ $ 78.3¢ — $  — $ (2,120) $ —
Collar 75C — 68.3: 81.12 (1,587) —
Put 2,13¢ — 65.5¢ — 5,33¢ —
Total Jar- Dec 201z 5,02( $ 1,63« $ —
Total Oil Contract  $ 54,76 $ (126,009
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Estimated Fair Valu

Contract Prices Per Mi Asset (Liability)
Type of Weighted Average Pric June 30 December 3:
Year Months Contract Mcf/d Swap Floor Ceiling 2010 2009
In thousand:
Natural Gas Contract
2010 Jan- Mar Swap 85,00z $ 5.8 $ — $ — $ — $ 92
Collar 3,80( — 7.2C 9.5¢ — —
Put 4,69¢ — 8.07 — — —
Total Jar— Mar 2010 93,50( $ — $ 92
Apr — June Swap 85,00: $ 5.8C $ — $ — $ — $ 397
Collar 3,80( — 7.2C 9.5¢ — —
Put 4,69¢ — 8.07 — — —
Total Apr— June 201( 93,50( $ — $ 397
July - Sep Swap 65,00: $ 5.9¢ $ — $ — $ 8,33¢ $ (299
Collar 13,80( — 5.7C 7.17 1,57¢ —
Put 4,69¢ — 8.07 — 1,514 —
Total July— Sept 201( 83,50( $ 11,42 $ (299
Oct- Dec Swap 65,00: $ 5.9¢ $ — $ — $ 6,577 $ (1,959
Collar 13,80( — 5.7C 7.17 1,42¢ —
Put 4,69¢ — 8.07 — 1,427 —
Total Oct— Dec 201C 83,50( $ 9,43( $ (1,959
2011 Jan- Dec Swap 55,50z $ 6.3F $ — $ — $ 22,35« $ (98))
Put 3,39¢ — 6.31 — 1,86( —
Total Jar- Dec 2011 58,90( $ 24,21 $ (98))
2012 Jan- Dec Swap 26,00z $ 6.4€ $ — $ — $ 9,26¢ $ —
Put 89¢ — 6.7¢€ — 57t —
Total Jar- Dec 201z 26,90( $ 9,841 $ —
Total Natural Gas Contrac  $ 54,91( $ (2,740

Total Commodity Derivative Contrac  $109,67. $ (128,744

The table above includes ENP commodity deiseatontracts. As of June 30, 2010, ENP’s oil datilxe contracts cover 4,650 Bbls/d,
4,650 Bbls/d, and 3,770 Bbls/d during 2010, 201d 2012, respectively. As of June 30, 2010, ENPtsnahgas derivative contracts cover
14,500 Mcf/d, 11,900 Mcf/d and 6,900 Mcf/d duringl®, 2011 and 2012, respectively. ENP’s commodityvative contracts include swaps,
collars and puts. The fair values of ENP’s oil awadural gas derivative contracts were $8.5 milkod $14.8 million, respectively, at June 30,
2010.

As of June 30, 2010, Denbury had $38.1 milbbdeferred premiums payable, which relate toowsioil and natural gas floor contracts
and are payable on a monthly basis from July 261Iahuary 2013. These premiums are excluded freralibve tables.

Interest Rate Sway

ENP uses derivative instruments in the forrmtdrest rate swaps, which hedge risk relatedterést rate fluctuation, whereby it converts
the interest due on certain floating rate debt uitdeevolving credit agreement to a weighted agerfixed rate. The following table
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summarizes ENP’s open interest rate swaps as ef3un2010, all of which were entered into with BafiAmerica, N.A.:

Term Notional Amount
(In thousands
July 201C- Jan. 201! $50,00(
July 201C- Jan. 201! 25,00(
July 201C- Jan. 201! 25,00(
July 201C- Mar. 2012 50,00(

Additional Disclosures about Derivative Instrume

Fixed Rate

3.161(%
2.965%
2.961%
2.420%

Floating Rate

1-month LIBOR
1-month LIBOR
1-month LIBOR
1-month LIBOR

At June 30, 2010 and December 31, 2009, Deritanl derivative financial instruments recordethim accompanying Unaudited

Condensed Consolidated Balance Sheets as follows:

Type of Contrac

Balance Sheet Locatic

Estimated Fair Valu
Asset (Liability)
June 30 December 3:
2010 2009

Derivatives not designated as hedging instrum
Derivative asse!
Oil contracts
Natural gas contrac
Oil contracts
Natural gas contrac

Derivative liability:
Oil contracts
Natural gas contrac
Deferred premium
Oil contracts
Natural gas contrac
Deferred premium

Total derivatives not designated as hedging instnts

Derivatives designated as hedging instrume
Derivative liability:
Interest rate sway
Interest rate swaf
Total derivatives designated as hedging instrun
Total derivatives
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Derivative asset— current
Derivative asset— current
Derivative asset- long-term
Derivative asset- long-term

Derivative liabilities- current
Derivative liabilities- current
Derivative liabilities- current
Derivative liabilities— long-term
Derivative liabilities- long-term
Derivative liabilities— long-term

Derivative liabilities— current
Derivative liabilities- long-term

(In thousands

$4337t $ 30¢
33,91¢ —
33,86¢ 50¢€
20,99 —

(17,85 (122,56

— (1,759
(23,667 —
(4,619  (4,25%
— (981)
(14,429 —

7157¢ (128,749

(2,418) —
(534) —
(2,957) —

$ 68,62« $ (128,749




Table of Contents

DENBURY RESOURCES INC.
Notes to Unaudited Condensed Consolidated Finan&Séthtements

For the three and six months ended June 3@ aAd 2009, the net effect on income of derivatigeruments not designated as hedges
as follows:

Amount of Gain/(Loss Amount of Gain/(Loss
Recognized in Incom Recognized in Incom
Three Months Ende Six Months Endet
Location of Gain/(Loss June 30 June 30
Type of Contrac Recognized in Incom 2010 2009 2010 2009

(In thousands
Derivatives not designated as hedging instrum
Commaodity contracts

Oil contracts Derivatives income (expent $131,27( $(147,31( $129,54. $(157,34)

Natural gas contrac Derivatives income (expen: (3,279 (5,479 39,48¢ (15,967
Total derivatives not designated as hedgin

instruments $127,99. $(152,789) $169,02¢ $(173,30)

Please read “Note 7. Fair Value Measurementsddditional information regarding Denbury’s detive instruments.

Note 7. Fair Value Measurements
Fair Value Hierarchy

Fair value is the price that would be receiteedell an asset or paid to transfer a liabilityan orderly transaction between market
participants at the measurement date (exit prigefibury utilizes market data or assumptions thaketgarticipants would use in pricing the
asset or liability, including assumptions abouk asid the risks inherent in the inputs to the viiduretechnique. These inputs can be readily
observable, market corroborated, or generally uasfable. Denbury primarily applies the market apptofor recurring fair value
measurements and endeavors to utilize the bedablainformation. Accordingly, Denbury utilizesluation techniques that maximize the
use of observable inputs and minimize the use observable inputs. Denbury is able to classify ¥aiue balances based on the observal
of those inputs. The FASC establishes a fair valagarchy that prioritizes the inputs used to meagair value. The hierarchy gives the
highest priority to unadjusted quoted prices invacinarkets for identical assets or liabilities {1 measurement) and the lowest priority to
unobservable inputs (Level 3 measurement). Thetleneels of the fair value hierarchy are as follows

. Level 1 — Quoted prices in active markets fomntitsal assets or liabilities as of the reportinged®uring 2009 and the first six
months of 2010, Denbury had no Level 1 recurringsneements

. Level 2 — Pricing inputs are other than quotdadgw in active markets included in Level 1, whicé aither directly or indirectly
observable as of the reported date. Level 2 inddldese financial instruments that are valued usingdels or other valuation
methodologies. These models are primarily industaydard models that consider various assumpiiieciading quoted forward
prices for commodities, time value, volatility fac, and current market and contractual priceghi®munderlying instruments, as well
as other relevant economic measures. Substardiathf these assumptions are observable in the etaldce throughout the full term
of the instrument, can be derived from observahta,dr are supported by observable levels at windectsactions are executed in the
marketplace

. Level 3 — Pricing inputs include significant irtpuhat are generally less observable from objecources. These inputs may be
used with internally developed methodologies thatit in management’s best estimate of fair vahenbury’s oil and natural gas
calls, puts, and short puts are average valuermgtishich are not exchange—traded contracts. Bwdtleis determined by the
average underlying price over a predetermined garfdime. Denbury uses both observable and unehblr inputs in a Black-
Scholes valuation model to determine fair valuecakdingly, these derivative instruments
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classified within the Level 3 valuation hietlay. The observable inputs of Denbury’s valuatioodel include: (1) current market and
contractual prices for the underlying instrume(@®3;quoted forward prices for oil and natural gasq (3) interest rates, such as a
LIBOR curve for a term similar to the commodity @ative contract. The unobservable inputs of Deglsuvaluation model include
volatility. The implied volatilities for Denbury’salls, puts, and short puts with comparable sfpikees are based on the settlement
values from certain exchange-traded contracts.ifipé&ed volatilities for calls, puts, and short puthere there are no exchange-
traded contracts with the same strike price arepatated from exchan-traded implied volatilities by an independent pa

Denbury adjusts the valuations from the vaduetmodel for nonperformance risk, using manageis@stimate of the counterparsytredit
quality for asset positions and Denbury’s credalgy for liability positions. Denbury uses multgsources of third-party credit data in
determining counterparty nonperformance risk, idirig credit default swaps.

The following table sets forth by level witttime fair value hierarchy Denbury’s financial assatd liabilities that were accounted for at
fair value on a recurring basis as of the dategated:

Fair Value Measurements Usir

Significant
Quoted Price Other Significant
in Active Observable Unobservabl
Markets Inputs Inputs
In thousand: (Level 1) (Level 2) (Level 3) Total
June 30, 201
Assets:
Oil and natural gas derivative contra $ = $ 86,06¢ $ 46,08 $ 132,14¢
Liabilities:
Oil and natural gas derivative contra — (16,679 (5,799 (22,477
Interest rate sway — (2,957 — (2,957
Total $ = $ 66,431 $ 40,28 $ 106,72(
December 31, 200
Assets:
Oil derivative contract $ — $ 81t $ — $ 81t
Liabilities:
Oil and natural gas derivative contra — (129,559 — (129,559
Total $ = $(128,74) $ — $(128,74)
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The following table summarizes the changeténfair value of Denbury’s Level 3 assets andiliéds for the six months ended June 30,
2010:

Fair Value Measurements Using Signific.
Unobservable Inputs (Level

Oil Natural Gas
Derivative Derivative
Contracts Contracts
In thousand: Floors and Cay Floors and Cay Total
Balance at December 31, 2C $ — $ — $ —
Included in earning 20,80« 2,32¢ 23,13
Commodity derivative contracts acquired in Encorerdsér 8,94: 9,64¢ 18,58
Receipts (payments) on settlement of commodityvdéxie contract: 2,16: (3,600 (1,439
Balance at June 30, 20 $  31,90¢ $ 8,374 $ 40,28
The amount of total gains (losses) for the penmduded in earnings
attributable to the change in unrealized gainss@ée¥relating to asst
still held at the reporting da $ 20,80« $ 2,32¢ $ 23,13¢

Since Denbury does not use hedge accountimitsfoommodity derivative contracts, all gains dogkes on its assets and liabilities are
included in “Derivatives expense (income)” in tlee@mpanying Unaudited Condensed Consolidated Séaitsnof Operations.

All fair values have been adjusted for nonperfance risk resulting in a decrease of the netneodity derivative liability of approximate
$1.1 million as of June 30, 2010. For commodityidsive contracts which are in an asset positioentiury uses the counterparty’s credit
default swap rating. For commodity derivative cants which are in a liability position, Denbury sdhe average credit default swap ratin
its peer companies as Denbury does not have itscosdit default swap rating.
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The following table sets forth the carryingamt and estimated fair value of financial instrumseas of the dates indicated:

June 30, 201 December 31, 20C
Carrying Estimatec Carrying Estimatec
In thousands, except percentay Amount Fair Value Amount Fair Value
Assets:
Commodity derivative contrac $132,14¢ $ 132,14¢ $ 81t $ 81t
Liabilities:
Denbury Credit Agreemel 40,00( 38,28¢ — —
ENP Credit Agreemer 245,00( 240,48! — —
Senior bank loan (replaced with Denbury Credit Agnent) — — 125,001 122,50(
7.5% Senior Subordinated Notes due 2 224,46t 228,09 224,36¢ 226,12
6.25% Senior Subordinated Notes due 2 1,08¢ 1,072 — —
7.5% Senior Subordinated Notes due 2 300,47( 303,00( 300,51: 299,25(
6.0% Senior Subordinated Notes due 2 49C 484 — —
9.5% Senior Subordinated Notes due 2 240,87 238,41! — —
9.75% Senior Subordinated Notes due 2 402,06¢ 460,45¢ 399,92¢ 455,12¢
7.25% Senior Subordinated Notes due 2 2,271 2,25( — —
8.25% Senior Subordinated Notes due 2 996,27 1,041,10! — —
Commodity derivative contrac 22,47 22,47 129,55¢ 129,55¢
Deferred premiums on commodity derivative contr: 38,09¢ 38,09¢ — —
Interest rate sway 2,952 2,952 — —

The book values of cash and cash equivalantsued production receivable, trade and otheiivabkes, net, and accounts payable and
accrued liabilities approximate fair value duehte short-term nature of these instruments. Thevédires of the senior subordinated notes
were determined using open market quotes. Therdifte between book value and fair value of theosemibordinated notes represents the
premium or discount on that date. The carrying @slof Denbury’s revolving credit agreements appnates fair value since they are subject
to short-term floating interest rates that appratierthe rates available to Denbury for those psribdwever, the estimated fair value has
been adjusted for estimated nonperformance rigippfoximately $6.2 million and $2.5 million at Jus®@ 2010 and December 31, 2009,
respectively. The nonperformance risk was deterdhirtdizing industry credit default swaps. Commgdierivative contracts and interest r
swaps are marked-to-market each period and aresthted at fair value in the accompanying Unaudteddensed Consolidated Balance
Sheets. Deferred premiums on commodity derivatorgracts were recorded at their fair value at itne they were acquired from Encore
Denbury accretes that value to the eventual settieiprice by recording interest expense each period

Please read “Note 6. Derivative Instruments ldadging Activities” for additional information garding Denburys derivative instrument

Note 8. Income Taxes

Denbury’s effective tax rate has historicddgen slightly lower than its estimated statutotg due to the impact of certain items such as
the domestic production activities deduction, dffagoart by certain non-cash stock-based compimstitat cannot be deducted for tax
purposes in the same manner as book expense.essllaaf the Encore Merger, Denbuwsstatutory rate increased, which required Dena
remeasure its deferred tax liabilities resultingumadditional income tax provision of approximat®10 million. As a result of the sale of the
Southern Assets, Denbusystatutory rate decreased, which required Dentourgmeasure its deferred tax liabilities resuliimgn income ta
benefit of approximately $3 million. The combinatiof these items increased Denbury’s effectiverééa to 38.7% during the six months
ended June 30, 2010.
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In the second quarter of 2008, we obtaineda from the National Office of the Internal Reve Service (“IRS"}o change our methc
of tax accounting for certain assets used in atiatg oilfield recovery operations which led usapply for refunds of certain amounts related
thereto on our 2004 and 2006 federal income taxmst In the course of an IRS audit of those reftladns, the IRS examination team has
guestioned the change in accounting method ancutimg received from the National Office of the IRE2008. Together with the IRS
examination team, we have submitted a requesetdl#tiional Office of the IRS for a Technical Advigkemorandum (TAM) regarding these
issues, which is under consideration by the Nati@ffice. Although we have not recorded an uncertak position related to these
deductions as we expect to receive those tax refigiden the existence of the TAM process reladethdse refunds, the payment of those tax
refunds of approximately $10.6 million for tax yedinrough 2006 is not free from doubt.

Note 9. Accounts Payable and Accrued Liabilities

The following table summarizes Denbury’s agisipayable and accrued liabilities as of the misriadicated:

June 30 December 3:

In thousand: 2010 2009
Accounts payabl $ 52,411 $ 40,14(
Accrued commodity derivative contract settleme 1,98¢ —
Accrued exploration and development cc 140,91¢ 40,37
Accrued compensatic 22,80¢ 35,29:
Accrued lease operating expel 28,241 14,51:
Accrued interes 57,92¢ 24,21«
Taxes payabl 15,94 5,35¢
Asset retirement obligatior 2,36¢ 1,08:
Other 37,45¢ 8,89¢
Total $360,05¢ $ 169,87:

Note 10. Commitments and Contingencies

In conjunction with the Encore Merger, Denbacgiuired certain commitments, including: remairngstanding principal and interest on
the 6.5% Notes, the 6.0% Notes, the 9.5% Notesttend.25% Notes previously issued by Encore, d&vig contracts, operating leases, and
asset retirement obligations. The Encore Mergdisisussed in Note 3, asset retirement obligatioesiscussed in Note 4, long-term debt is
discussed in Note 5, and derivative contracts m@idsed in Notes 6 and 7. Operating leases assinomdEncore require payments of
approximately $2.0 million in the remainder of 20$@.0 million in 2011 through 2012, and $2.6 roifliin 2013. In addition, Denbury
entered into a new lease for its corporate heatiepgawith a 12-year term that has total minimum thiynpayments which aggregate
approximately $55.6 million.

We are involved in various lawsuits, claimsl aegulatory proceedings incidental to our busiessgvhile we currently believe that the
ultimate outcome of these proceedings, individuatid in the aggregate, will not have a materiakasky effect on our financial position or
overall trends in results of operations or castv§ldlitigation is subject to inherent uncertaintiésan unfavorable ruling were to occur, there
exists the possibility of a material adverse impatbur net income in the period in which the rglatcurs. We provide accruals for litigation
and claims if we determine that a loss is probablt the amount can be reasonably estimated.

Note 11. Condensed Consolidating Financial Informadn

Denbury’s subordinated debt is fully and urditanally guaranteed jointly and severally by e@rtof its subsidiaries, except that with
respect to Denbury’s $225 million of 7.5% Seniob8&ulinated Notes due 2013, Denbury Resources tncDenbury Onshore, LLC are co-
obligors. Except as noted in the foregoing senteDeabury Resources Inc. is the sole issuer andgrOnshore, LLC is a subsidiary
guarantor. In the case of the 6.25% Notes, the 8% the 7.25% Notes and the 9.5% Notes previdssiyed by Encore, Denbury is the ¢

30




Table of Contents

DENBURY RESOURCES INC.
Notes to Unaudited Condensed Consolidated Finan&Séthtements

issuer by virtue of the fact that it is the sucoess interest to Encore with respect to all suoktes. Each subsidiary guarantor and the
subsidiary co-obligor are wholly-owned, directlyindirectly, by Denbury Resources Inc.

All intercompany investments in, loans dudréoh, subsidiary equity, revenues, and expensesgdaet Denbury Resources Inc., Denbury
Onshore, LLC, guarantor subsidiaries, and non-guaraubsidiaries are shown prior to consolidatigth Denbury Resources Inc. and then
eliminated to arrive at consolidated totals perabeompanying Unaudited Condensed ConsolidatedEiglaStatements.
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Condensed Consolidating Balance Sheets

June 30, 201
Denbury Denbury
Resources In Onshore, LLC
(Parent ant (Issuer anc Guarantol Non-Guaranto Consolidate!
In thousand: Co-Obligor) Co-Obligor) Subsidiarie! Subsidiaries Eliminations Total
ASSETS
Current asset:
Cash and cash equivalel $ 1,741 $ 25,45¢ $ 25,57¢ $ 14,70¢ $ = $ 67,47
Other current asse 170,84t 206,38: 927,30¢ 33,00¢ (947,059 390,48(
Total current asse 172,58 231,83¢ 952,87¢ 47,70¢ (947,05%) 457,95:
Property and equipmer
Oil and natural gas properties (using full costoacting):
Proved — 3,980,06! 2,078,28: 776,33t — 6,834,67!
Unevaluatec — 200,50( 863,61: 121,51¢ — 1,185,62'
CO 2 properties, equipment, and pipelir — 1,388,52 316,17¢ — — 1,704,701
Other — 90,48’ 9,90( 364 — 100,75:
Less accumulated depletion, depreciation, amoitizagnd
impairment — (1,960,55) (58,407 (14,977 — (2,033,93)
Net property and equipme — 3,699,01. 3,209,56. 883,24! — 7,791,81:
Other assets, n 1,907,38 243,53t 103,90: 18,10¢ (776,869 1,496,06!
Investment in subsidiaries (equity meth 4,266,11. — 1,472,53i — (5,738,65)) —
Total asset $ 6,346,08 $ 4,174,38 $5,738,87! $  949,06: $(7,462,57) $9,745,83
LIABILITIES AND EQUITY
Current liabilities $ 52,30¢ $ 953,01 $ 503,21¢ $ 27,27: $ (947,059 $ 588,75:
Long-term deb 1,983,54 475,86+ — 245,00( — 2,704,40!
Deferred taxe — 600,45¢ 932,65: 78C (50,51¢) 1,483,37
Other liabilities — 809,53° 36,894 17,751 (726,35() 137,83:
Total liabilities 2,035,84 2,838,86! 1,472,76! 290,80 (1,723,92) 4,914,35!
Total equity 4,310,24 1,335,51i 4,266,11 658,25 (5,738,65) 4,831,47
Total liabilities and equit $ 6,346,08: $ 4,174,38 $5,738,87! $  949,06: $(7,462,57)) $9,745,83
December 31, 20C
Denbury Denbury
Resources In Onshore, LLC
(Parent ant (Issuer anc Guarantol Non-Guarantc Consolidater
In thousand: Co-Obligor) Co-Obligor) Subsidiarie! Subsidiaries Eliminations Total
ASSETS
Current asset
Cash and cash equivalel $ 24 $  20,28! $ 28€ $ — $ — $ 20,59
Other current asse 637,31( 233,32( 20,43: — (655,89)) 235,17:
Total current asse 637,33¢ 253,60: 20,71¢ — (655,89’) 255,76:
Property and equipmer
Oil and natural gas properties (using full costoaeting):
Proved — 3,595,721 — — — 3,595,721
Unevaluatec — 320,35t — — — 320,35t
CO 2 properties, equipment, and pipelir — 1,309,32! 220,45t — — 1,529,78.
Other — 82,18t 352 — — 82,53
Less accumulated depletion, depreciation, amoitizatnd
impairment — (1,825,28) (24€) — — (1,825,52)
Net property and equipme — 3,482,31! 220,56: — — 3,702,87.
Other assets, n 746,44. 225,93t 6,07¢ — (742,13) 236,32°
Investment in subsidiaries (equity meth: 1,303,72i 23,79: 1,299,18I — (2,551,68) 75,015
Total asset $ 2,687,50. $ 3,985,64. $1,546,54 $ — $(3,949,71) $ 4,269,97:
LIABILITIES AND EQUITY
Current liabilities $ 14,827 $ 795,48t $ 239,36¢ $ — $ (655,89) $ 393,79
Long-term debr 700,44( 1,326,97: — — (726,35() 1,301,06:
Deferred taxe — 527,84¢ 3,44¢ — (15,787 515,51¢
Other liabilities — 87,36 — — — 87,36
Total liabilities 715,26° 2,737,68! 242,81t — (1,398,02) 2,297,74.
Total equity 1,972,23 1,247,96. 1,303,72i — (2,551,68) 1,972,23
Total liabilities and equit $ 2,687,50 $ 3,985,64. $1,546,54- $ — $(3,949,71)  $ 4,269,97
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Condensed Consolidating Statements of Operations

Three Months Ended June 30, 2(

Denbury Denbury
Resources In Onshore, LL(
(Parent ant (Issuer anc Guarantol Non-Guaranto Consolidate
In thousand: Cc-Obligor) Cc-Obligor) Subsidiarie Subsidiaries Eliminations Total
Revenues and other incon
Oill, natural gas, and related prod
sales $ — $ 287,47. $155,69° $ 44,85¢ $ — $ 488,02¢
CO2sales and transportation fe — 4,69( — — — 4,69(
Gain on sale of interests in Gene — (67) 39 — — (28)
Interest income and oth 16,24: 2,80¢ 821 66€ (16,019 4,52(
Total revenue 16,24 294,90: 156,55 45,52¢ (16,019 497,21(
Expenses
Lease operatin — 90,47¢ 26,79: 10,47¢ — 127,74
Production taxes and marketi — 12,60: 20,817 4,67¢ — 38,10(
CO2operating — 1,68¢ (8) — — 1,681
General and administratiy 20t 24,00¢ 3,43¢ 3,54: — 31,19:
Interest, net of amounts capitaliz 51,79¢ 16,07( (11,259 2,89t (16,019 43,48:
Depletion, depreciation, and
amortizatior — 71,62: 44,75¢ 12,82¢ — 129,20¢
Derivative income — (82,217 (29,197 (17,270 — (128,679
Transaction costs related to Ence
Merger — 2,12¢ 20,65¢ — — 22,78¢
Total expense 52,00( 136,38. 76,00 17,15: (16,019 265,51¢
Equity in net earnings of
subsidiaries 153,89( — 111,75: — (265,64 —
Income before income tax 118,13: 158,52: 192,30° 28,37« (265,64 231,69:
Income tax provision (benefi (13,919 62,80¢ 32,23: 23¢ — 81,36:
Consolidated net incon $ 132,05 $ 95,71 $160,07- $ 28,13t $(265,647) $ 150,32¢
Three Months Ended June 30, 2(
Denbury Denbury
Resources In Onshore, LL(
(Parent ant (Issuer anc Guarantol Non-Guaranto Consolidate
In thousand: Cc-Obligor) Ca-Obligor) Subsidiarie Subsidiaries Eliminations Total
Revenues and other incon
Oill, natural gas, and related prod
sales $ — $ 211,55: $ — $ — $ — $ 211,55.
CO2sales and transportation fe — 2,88¢ — — — 2,88¢
Interest income and oth 15,86 1,102 1,85¢ — (15,867) 2,95¢
Total revenue 15,86 215,53 1,854 — (15,867) 217,39.
Expenses
Lease operatin — 83,65¢ — — — 83,65¢
Production taxes and marketi — 10,78 — — — 10,78¢
CO2operating — 1,09¢ — — — 1,09t
General and administratiy — 29,05¢ 4,07¢ — — 33,13¢
Interest, net of amounts capitaliz 17,33¢ 15,147 (1,720 — (15,867) 14,90¢
Depletion, depreciation, and
amortizatior — 61,69¢ — — — 61,69¢
Derivative expens — 152,78 — — — 152,78
Total expense 17,33¢ 354,22 2,35¢ — (15,867) 358,06(
Equity in net earnings of
subsidiaries (85,767) — (85,01%) — 170,77¢ —
Loss before income tax (87,24() (138,68¢) (85,52() — 170,77¢ (140,66%)
Income tax provision (benefi — (53,677) 243 — — (53,428
Consolidated net los $ (87,240 $ (85,01%) $ (85,769 $ — $ 170,77t $ (87,240
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Condensed Consolidating Statements of Operations

Six Months Ended June 30, 20

Denbury Denbury
Resources In Onshore, LL(
(Parent ant (Issuer anc Guarantol Non-Guaranto Consolidate
In thousand: Cc-Obligor) Cc-Obligor) Subsidiarie Subsidiaries Eliminations Total
Revenues and other incon
Oill, natural gas, and related prod
sales $ — $ 558,04 $203,57¢ $ 57,29 $ — $ 818,91«
CO2sales and transportation fe — 9,18 — — — 9,18
Gain on sale of interests in Gene — (227) 101,76 — — 101,54(
Interest income and oth 32,26¢ 3,63t 1,85¢ 67C (32,035 6,39(
Total revenue 32,26¢ 570,63 307,20( 57,96 (32,039 936,03:
Expenses
Lease operatin — 176,35¢ 34,34 13,26( — 223,96:
Production taxes and marketi — 24,88: 26,47( 6,06t — 57,417
CO2operating — 3,04¢ — — — 3,04¢
General and administratiy 323 50,69: 8,66: 4,22¢ — 63,90!
Interest, net of amounts capitaliz 85,62 30,01« (17,677 3,97¢ (32,039 69,89¢
Depletion, depreciation, and
amortizatior — 136,64 58,50¢ 15,92¢ — 211,08:
Derivative income — (113,85() (35,009 (21,040 — (169,899
Transaction costs related to Ence
Merger — 45,93 20,91 93¢ — 67,78:
Total expense 85,94¢ 353,72t 96,20¢ 23,34¢ (32,035 527,19
Equity in net earnings of
subsidiaries 264,97: — 103,27. — (368,24 —
Income before income tax 211,29: 216,91. 314,26! 34,61 (368,24 408,83°
Income tax provision (benefi (20,967 129,67¢ 49,33 252 — 158,30«
Consolidated net incon $ 232,25 $ 87,23 $264,93: $ 34,36 $(368,24") $ 250,53:
Six Months Ended June 30, 20
Denbury Denbury
Resources In Onshore, LL(
(Parent ant (Issuer anc Guarantol Non-Guaranto Consolidate
In thousand: Ca-Obligor) Cc-Obligor) Subsidiarie: Subsidiaries Eliminations Total
Revenues and other incon
Oill, natural gas, and related prod
sales $ — $ 379,62: $ — $ — $ — $ 379,62:
CO2sales and transportation fe — 6,04¢ — — — 6,04¢
Interest income and oth 26,72( 1,92¢ 3,55: — (26,720) 5,481
Total revenue 26,72( 387,59¢ 3,55: — (26,720) 391,15:
Expenses
Lease operatin — 158,60t — — — 158,60t
Production taxes and marketi — 19,97¢ — — — 19,97¢
CO2operating — 2,39¢ — — — 2,39¢
General and administratiy — 47,96 7,82¢ — — 55,79(
Interest, net of amounts capitaliz 28,97: 27,32 (2,479 — (26,720) 27,10
Depletion, depreciation, and
amortizatior — 123,62( — — — 123,62
Derivative expens — 173,30« — — — 173,30«
Total expense 28,97 553,18 5,35¢ — (26,720) 560,79:
Equity in net earnings of
subsidiaries (103,28¢) — (101,349 — 204,63: —
Loss before income tax (105,53) (165,59() (103,14) — 204,63: (169,64
Income tax provision (benefi — (64,24%) 13¢ — — (64,106
Consolidated net los $ (105,53) $ (101,349 $(103,28)  $ — $ 204,63: $(105,53)
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Six Months Ended June 30, 20

Denbury Denbury
Resources In Onshore, LL(
(Parent ant (Issuer anc Guarantol Non-Guaranto Consolidatet
In thousand: Co-Obligor) Co-Obligor) Subsidiarie Subsidiaries Elimination Total
Cash flow from operating activitie
Net cash provided by (used for) operating
activities $ 21,660 $ 426,35: $(539,83) $ 41,85¢ $ 477,57 $ 384,29:
Cash flow used for investing activitie
Oil and natural gas capital expenditu — (197,86 (117,24) (2,06%) — (317,17)
Acquisitions of oil and natural gas
properties — (23,95)) (13 (279 — (24,247)
Cash paid in the Encore Merger, net of
cash acquire (830,310 — 15,70¢ 13,11¢ — (801,489
CO 2 capital expenditures, including
pipelines — (87,837 (64,619 — — (152,45)
Net proceeds from sale of oil and natural
gas properties and equipmt — (2,65¢) 884,00: — — 881,34«
Net proceeds from sale of interests in
Genesis — 23,53 139,08! — — 162,62:
Investments in subsidiaries (equity
method) 501,02! — (23,737 — (477,29) —
Other — (7,102 (122) — — (7,22¢)
Net cash provided by (used for) investing
activities (329,28Y) 295,879) 833,07( 10,77: (477,29) (258,619
Cash flow from financing activitie:
Bank repayment (879,000 (350,000) (265,000 (20,000 — (1,514,00i)
Bank borrowings 919,00( 225,00( — 5,00(C — 1,149,00¢
Senior subordinated notes tendered post
Encore Merge (616,639) — — — — (616,639)
Net proceeds from issuance of senior
subordinated det 1,000,00t — — — — 1,000,00t
Costs of debt financin (76,237 — — — — (76,237
Other 5,53 29¢ (2,957) (22,924 (287) (20,92¢)
Net cash provided by (used for) financing
activities 352,66: (125,299 (267,95) (37,929 (281) (78,799
Net increase in cash and cash equival 1,717 517t 25,281 14,70¢ — 46,88:
Cash and cash equivalents at beginning of pe 24 20,28! 28€ — — 20,59!
Cash and cash equivalents at end of pe $ 1,741 $  25,45¢ $ 25,57¢ $ 14,704 $ = $ 67,47
Six Months Ended June 30, 20
Denbury Denbury
Resources In Onshore, LL(
(Parent ant (Issuer anc Guarantol Non-Guarantc Consolidate
In thousand: Co-Obligor) Co-Obligor) Subsidiarie Subsidiarie: Eliminations Total
Cash flow from operating activitie
Net cash provided by operating activit $ — $ 260,54¢ $ 241 $ — $ — $ 260,78¢
Cash flow used for investing activitie
Oil and natural gas capital expenditu — (215,979 — — — (215,979
Acquisitions of oil and natural gas
properties — (196,27:) — — — (196,27:)
CO 2capital expenditures, including
pipelines — (399,40¢) — — — (399,40¢)
Net proceeds from sales of oil and gas
properties and equipme — 240,08° — — — 240,08°
Investments in subsidiaries (equity
method) (388,39) 5,11¢ — — 388,39: 5,11¢
Other — (8,384 — — — (8,384
Net cash used for investing activiti (388,39)) (574,84() — — 388,39: (574,84()
Cash flow from financing activitie:
Bank repayment — (505,00() — — — (505,00()
Bank borrowings — 475,00( — — — 475,00(
Net proceeds from issuance of senior
subordinated det 389,82 389,82 — — (389,82) 389,82
Net equity contribution 7,68¢ 7,68¢ — — (7,689 7,68¢
Other (9,120 (10,579 — — 9,12( (10,579
Net cash provided by financing activiti 388,39: 356,94: — — (388,39)) 356,94:
Net increase in cash and cash equival — 42,64¢ 241 — — 42,89(
Cash and cash equivalents at beginning of pe 24 16,89¢ 147 — — 17,06¢
Cash and cash equivalents at end of pe $ 24 $ 59,54 $ 38¢ $ — $ — $ 59,95¢



Note 12. Encore Energy Partners LP
Administrative Services Agreemi

ENP does not have any employees. The emplaggmorting ENP’s operations are employees of Dgnlitncore Operating, L.P.
(“Encore Operating”), a subsidiary of Denbury, penfis administrative services for ENP, such as atirg, corporate development, finance,
land, legal, and engineering, pursuant to an adinative services agreement. In addition, Encorer@jng provides all personnel, facilities,
goods, and equipment necessary to perform thegieasgmhich are not otherwise provided for by ERRcore Operating is not liable to ENP
for its performance of, or failure to perform, Sees under the administrative services agreemdassiits acts or omissions constitute gross
negligence or willful misconduct.
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From March 9, 2010 to March 31, 2010, the aistiative fee was $2.02 per BOE of ENP’s productisffective April 1, 2010, the
administrative fee increased to $2.06 per BOE oPEBNroduction as a result of the COPAS Wage IrAldiustment which occurs every
April 1 st. ENP also reimburses Encore Operating for achial-party expenses incurred on ENP’s behalf. Ea€@perating has substantial
discretion in determining which third-party expesse incur on ENP’s behalf. In addition, Encore piag is entitled to retain any COPAS
overhead charges associated with drilling and dimeyavells that would otherwise be paid by non-@pieg interest owners to the operator.

The administrative fee will increase in thédwing circumstances:

. beginning on the first day of April in each y&gran amount equal to the product of the then-otadministrative fee multiplied
by the COPAS Wage Index Adjustment for that y:

. if ENP acquires additional assets, Encore Opegatiay propose an increase in its administratiegtat covers the provision of
services for such additional assets; however, pugbosal must be approved by the board of directb@P LLC upon the
recommendation of its conflicts committee; ¢

. otherwise as agreed upon by Encore Operating=#htLC, with the approval of the conflicts committef the board of directors
of GP LLC.

ENP reimburses Denbury for any state, incdnamchise, or similar tax incurred by Denbury réisgl from the inclusion of ENP in
consolidated tax returns with Denbury as requingdfiiplicable law. The amount of any such reimbursarns limited to the tax that ENP
would have incurred had they not been includeddorabined group with Denbury.

Note 13. Subsequent Events

On July 29, 2010, the board of directors of lkE declared an ENP cash distribution for the selcquarter of 2010 to unitholders of
record as of the close of business on August 90 20%$0.50 per unit or approximately $22.9 milliohwhich $10.7 million is expected to be
paid to GP LLC and its affiliates. The distributimnexpected to be paid to unitholders on or abagust 13, 2010.
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Item 2. Managements Discussion and Analysis of Financial Condition ahResults of Operations

The following discussion and analysis showdddrd in conjunction with our consolidated finahstatements and notes thereto contained
herein and in our Annual Report on Form 10-K fa ylear ended December 31, 2009, along with Managgsrigiscussion and Analysis of
Financial Condition and Results of Operations coethin such Form 10-K. Any terms used but notrisdiin the following discussion have
the same meaning given to them in the Form 10-K.dscussion and analysis includes forward-lookirigrmation that involves risks and
uncertainties and should be read in conjunctioh WRisk Factors” under Item 1A of this report, ajpwith “Forward-Looking Informationat
the end of this section for information about tis#s and uncertainties that could cause our actsalts to be materially different than our
forward-looking statements.

Overview

We are a growing independent oil and natuaal@pmpany. We are the largest oil and naturabgasator in both Mississippi and
Montana, own the largest reserves of £13ed for tertiary oil recovery east of the MisgigsiRiver, and hold significant operating acreage i
the Rockies, Permian Basin and Gulf Coast regiOms.goal is to increase the value of our propettiesugh a combination of exploitation,
drilling, and proven engineering extraction pragsicwith our most significant emphasis relatingetbiary recovery operations.

During the first six months of 2010, we contptéseveral strategic initiatives and achieved rs¢wrilestones as follows:
. Recognized proved reserve additions totaling 65MBYls, excluding price revisions, during the secopdrter;
. Completed construction of our Green Pipeline tot@yBayou Field with first CGinjection commencing in June 20!
. Closed the sale of our Southern Assets (acquirdaeifEncore Merger) in May 201
. Closed the Encore Merger in March 2010;
. Sold our interests in Genesis in February 2!
Details of these items are discussed below.

Second Quarter Operating Highlights.The acquisition of Encore in March 2010 (“Encorerlybx”) has had a significant impact on
nearly every aspect of our business, includingued natural gas production, revenues and operaxipgnses, which is more fully discussed
throughout our discussion and analysis of finanoiaddition and results of operations below. We gaioed net income of $135.4 million, or
$0.34 per basic common share, during the secondequd 2010 as compared to a net loss of $87.Ramjlor $0.35 per basic common share,
in the second quarter of 2009. The increase ineeime between the periods is primarily due to nash fair value changes of our
commodity derivative contracts, a 61% increaseraapction volumes, and a 20% increase in realizenbp (including derivative
settlements), partially offset by an increase iarafing expenses due to the additional propertiesntly acquired in the Encore Merger and
higher overhead costs, including interest and Enbtterger-related expenses.

During the second quarter of 2010, our oil aatural gas production averaged 84,111 BOE/d comdpa 52,269 BOE/d produced in the
second quarter of 2009. The production increaseslevels in the prior year quarter are attribugabl (1) the March 2010 Encore Merger,
which contributed average production of 39,636 BDiE/the second quarter, (2) tertiary productiorichtincreased 4,415 Bbls/d, and (3) the
December 2009 acquisition of the Conroe field whiohtributed average production of 2,808 BOE/chimsecond quarter of 2010. Offsett
these production increases was a decrease of 1B@84d due to the 2009 sale of our Barnett Shadpgnties. During the quarter, we sold
certain oil and natural gas properties acquiretthénEncore Merger (the “Southern Assets”), whidset on May 14, 2010. Excluding the
production attributed to assets sold in both th@928nd 2010 periods, our adjusted second quarfér gbduction was 78,545 BOE/d
(adjusted to exclude the Southern Assets) an inereb102% over the adjusted second quarter 2@fifuption levels (adjusted to exclude
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the Barnett Shale properties). See “— Sale of SwnthAssets” and “Results of Operations — Operaiegults — Production” for more
information.

Tertiary oil production averaged 28,507 Bbldigling the second quarter of 2010, representintBdf increase over our average tertiar
production of 24,092 Bbls/d during the second agrasf 2009. We had strong production increasesidutie second quarter of 2010 from
several of our existing tertiary oil fields, incind production from Tinsley Field, which increasedre than 54% between the comparable
periods, and Delhi Field, our newest tertiary flpathich added an average of 648 Bbls/d of productlease read “Results of Operations —
CO 20perations” for more information.

Oil prices trended slightly downward during thecond quarter of 2010 as compared to pricémifirst quarter of 2010, but oil prices w
significantly higher in the second quarter of 2@k0compared to levels in the prior year secondtguddur average oil and natural gas
revenues per BOE, excluding the impact of commadiyvative contracts, was $63.76 per BOE in tleosd quarter of 2010, as compare
$44.48 per BOE in the second quarter of 2009, a #@¥ease between the two periods. The increasermrmodity prices increased our oil
and natural gas revenues during the second qudr2®10 by 70% as compared to levels in the seqoadter of 2009. However, our average
oil and natural gas revenues per BOE (includingrooudity derivative contracts) was $64.13 per BOEhmsecond quarter of 2010, comps
to $53.31 per BOE during the second quarter of 26@% increase.

Net cash settlements received on our commailditivative contracts during the second quart&20dfo were $2.8 million, compared to
$42.0 million of cash settlements received durlmgsecond quarter of 2009. During the second quair2010, we had a non-cash fair value
gain on our commodity derivative contracts of $22%illion, compared to a nocash fair value loss of $194.8 million in the setouarter o
2009. Coupled together, all the adjustments on codity derivative contracts increased our pretaxime by $280.8 million in the second
quarter of 2010 as compared to the levels of titeses in the second quarter of 2009.

Our lease operating expenses increased 538 isecond quarter of 2010 on an absolute badisidoueased 5% on a per BOE basis. The
increase on an absolute basis is primarily dub@édtarch 2010 Encore Merger and further expansia@uptertiary operations, partially offs
by the mid-2009 sale of the Barnett Shale properii¢hen comparing the second quarters of 2010 @88, 2he largest increases in lease
operating expenses (excluding the increases assdaidth the Encore Merger) were related to £22pense and power and utilities, all as a
result of the expansion of our tertiary operatiofige overall decrease on a BOE basis was primauiéyto properties acquired in the Encore
Merger, which had a lower overall operating costR@OE. On a per BOE basis, our tertiary operatixgease averaged $21.37 per BOE ir
second quarter of 2010, as compared to $20.86 @& iB the prior year second quarter and $22.6 B@ in the first quarter of 2010.

General and administrative (“G&A”) expensesited $31.2 million in the second quarter of 20dd@mpared to $33.1 million in the prior
year quarter. When comparing the two quartersirittremental administrative expense from the owniprshEncore incurred during tt
second quarter of 2010 was offset by the $10 milibarge in the prior year quarter associated twgh-ounder Retirement Agreement
entered into between Denbury and Gareth Robedsrinection with his retirement as CEO and PresideBenbury. During the quarter, we
incurred $22.8 million of transaction costs assedavith the Encore Merger, primarily associatetheimployee severance, legal, and other
professional fees. These Encore Merger-relateddezscluded in our income statement under th&é@apTransaction costs related to the
Encore Merger.” Interest expense also increasedgltiie second quarter of 2010, due primarily to$ii0 billion issuance of 2020 Notes in
February 2010, Encore debt assumed in the Encorgdvleand borrowings under our new $1.6 billionalging credit agreement used to
finance a portion of the Encore Merger, offsetamtfy increased interest capitalization relatedunCOz pipelines under construction.

Addition of Proved Oil and Natural Gas ReservesWe added 65.4 MMBOE of proved reserves this qualifiore price revisions.
These reserve additions consisted of 30.0 MMBbisstimated proved tertiary reserves at Delhi Figld,MMBDbls of other proved tertiary ¢
reserves, 15.2 MMBOE of estimated proved reservesraBakken properties (where we have recentlyakmted future reserve potential),
and 12.0 MMBOE at Haynesville Field more than rejplg the reserves attributable to the Southerntasgdd on May 14, 2010 (54
MMBOE, 64% natural gas). After considering
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production and the sale of the Southern Assetsestimated total proved reserves at June 30, 2@&l8pproximately the same as our pro
forma proved reserves (giving effect to Encoretsved reserves) at December 31, 2009 of 427.8 MMBOE.

Completion of Green Pipeline to Oyster BayouOn June 29, 2010, Denbury placed the first phgser¢ximately 260 miles) of the
Green Pipeline, a 320-mile C{pipeline that runs from southern Louisiana to ridanston, Texas, in service. This phase runs to Digfh
Oyster Bayou Field in Southeast Texas while theaiaing portion, scheduled for completion in 2011l| service Denbury’s Hastings field
west of Galveston Bay. The Green pipeline is dexigo transport both natural and anthropogenic@ will ultimately service other
tertiary operations along the Gulf Coast.

Sale of Southern Asset€On May 14, 2010, we sold oil and natural gas prisgeand related assets, primarily located in therfan
Basin in West Texas and southeastern New MexielMiu-continent area, which includes the AnadarlasiB in Oklahoma, Texas, and
Kansas; and the East Texas Basin (the “Southeret&34o Quantum Resources Management, LLC foridenation of $883.9 million after
closing adjustments and including a prior $45 mwilldeposit. The properties acquired in the Encoeegler in the southern part of the United
States which were not sold include our Haynes@hale, Paradox Basin, Cleveland Sand Play, andalacsa Marine Shale properties.
Production attributable to the properties sold eggroximately 13,000 BOE/d (approximately 67% reltgas) and the proved reserves
attributable to sold assets was approximately 54BM¥# (64% natural gas). We used the proceeds frenditrestiture to repay most of the
outstanding borrowings under our revolving creditement.

Merger with Encore Acquisition Company.On March 9, 2010, we acquired Encore pursuant tAgaeement and Plan of Merger (the
“Encore Merger Agreement”) entered into with EncoreOctober 31, 2009. The Encore Merger Agreementiged for a stock and cash
transaction valued at approximately $4.5 billiohedt time, including the assumption of debt arelvhlue of the noncontrolling interest in
ENP. Under the Encore Merger Agreement, Encoremergied with and into Denbury, with Denbury surviyithe Encore Merger. The
Encore Merger was consummated on March 9, 2010.

Encore shareholders received the followingsateration for each share of Encore common stoek ¢tlivned, depending upon the
elections, if any, which they made, and the copfapration, and allocation features of the Encoerdér Agreement so that, in the aggregate,
30% of the consideration for the outstanding shafésncore common stock would consist of cash,taedemaining 70% of the
consideration would consist of shares of Denbumimon stock:

. Mixed cash/stock electing (or n-electing) Encore stockholders received $15.00 gh@and 2.4048 shares of our common st
. All -cash electing Encore stockholders received $46.483h and 0.2417 shares of our common stock

. All-stock electing Encore stockholders (includihgse whose Encore restricted stock bonuses wereted into Denbury restricted
stock) received 3.4354 shares of our common s

All Encore stock options fully vested and th&ilue was paid in cash. All Encore restrictedlsteested and each holder had the
opportunity to make the same elections as othetenslof Encore common stock as described abovepekar shares of Encore restricted
stock granted during 2010 as a bonus pursuanet@@89 Encore annual incentive program, which wereverted into restricted shares of
Denbury common stock.

In the Encore Merger, we issued approximat8ly.2 million shares of our common stock and pajgreximately $833.9 million in cash to
Encore stockholders. The Denbury shares issueddore stockholders represented approximately 34&uoEommon stock issued and
outstanding immediately after the Encore Mergee Whal fair value of the Denbury common stock éssto Encore stockholders pursuant to
the Encore Merger was approximately $2.1 billiosdzhupon Denbury’s closing price of $15.43 peresloar March 9, 2010. Please read
“Note 3. Acquisitions and Divestitures” for addit@l information.

The Encore Merger was financed through a coatlon of $1.0 billion of 8.25% Senior Subordinatéakes due 2020, (the “2020 Notes”),
which we issued on February 10, 2010, the new Billién revolving credit agreement entered intoMarch 9, 2010, and the assumption of
Encore’s remaining outstanding senior subordinatetds.
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Subordinated Debt IssuanceOn February 10, 2010, we issued 2020 Notes foproeteeds (after underwriting discounts and
commissions) of $980 million. The 2020 Notes, whielry a coupon rate of 8.25%, were sold at paonpe closing of the Encore Merger,
$400 million of the net proceeds were used to fieam portion of the Encore Merger consideratiorMarch and April 2010, $580 million
was used to fund repurchases of portions of Ensaretstanding senior subordinated notes during Mana April 2010.

Sale of Interests in Genesi€On February 5, 2010, we sold our interest in Genésergy, LLC, the general partner of Genesisnto a
affiliate of Quintana Capital Group L.P. for nebpeeds of approximately $84 million, after givirféeet to the change of control provision of
the incentive compensation agreement with Genesasiagement under which we paid a total of $14.89anilDuring February 2010, we
recognized G&A expense of $1.1 million associatétth whe $14.9 million payment. The remainder of pleyment had been previously
accrued in our financial statements as of Decer@be2009. In March 2010, we sold all of our comnuaits in Genesis in a secondary public
offering for net proceeds of approximately $79 ioiil As a result, we no longer hold any interegbamnesis. We recognized a pre-tax gain of
approximately $101.5 million ($63.0 million aftexd on these dispositions.

Strategic Alternatives and Asset Transaction Procegs for ENP.The Southern Assets sale discussed above includsisafthe
properties acquired from Encore that could have lpe¢ential dropdown candidates to ENP, given titeine of their reserves and production.
As a result of the sale, they are no longer avkalfdr dropdowns. Most of our remaining assets iregsignificant capital expenditures in
order to recognize their potential value, and tfiogeewould not be appropriate properties to dropalésvENP. Consequently, on April 30,
2010, ENP and Denbury announced their intent tdoegm broad range of strategic alternatives (tsgi@ process”) to enhance the value of
ENP’s common units, including, but not limited to, taadternatives involving a possible merger, sal@tlber transaction involving ENP, ¢
interest in ENP’s general partner, or all or péthe ENP common units that we own. We and ENP aswunced a process to explore a way
to recognize the full potential value of potent@D 2 tertiary projects that are owned by ENP, the biggéshich is Elk Basin Field, and
which require the substantial capital investmequied for a tertiary flood (“asset process”). We geviewing alternative structures or
transactions which could be pursued by ENP, Denhlarrg combination of the two, to allow developmefithis field without diluting the
value of ENP’s units or reducing the ENP’s disttibns per unit. Although either or both of theseqasses may result in one or more
transactions involving the Partnership, Denbury/and third party, there is no assurance that eevewf strategic alternatives or considera
of an asset transaction will result in the propasadompletion of any transaction with acceptablens.

Capital Resources and Liquidity

We currently estimate our pro forma 2010 @gipending (including Encoie$46 million of capital expenditures between Janda201(
and March 9, 2010) will be approximately $1.06ibil| excluding capitalized interest, acquisitiomsd divestitures, and net of equipment
leases, and also excluding the expenditures retatéee Encore Merger. Our current 2010 capitalgetidncludes the following:

. $413 million allocated for tertiary oil field expeitares;

. $193 million to be spent on our C2pipelines;

. $200 million to drill or participate in drilling arefracing of 55 to 75 wells in the Bakken area oftN Dakota
. $115 million on drilling, completion and other deopient activities in our other are:

. $65 million to drill and complete 6 to 8 operateells and participate in 20 to 25 non-operatedsialthe Haynesville and other East
Texas fields; an

. $74 million to be spent in the Jackson Dome &

This estimate also assumes that we fund appedgly $50 million of budgeted equipment purchasgh operating leases, which is
dependent upon securing acceptable financing. idleveot enter into a total of $50 million of opénatleases during 2010, our net capital
expenditures would increase in an equal amountwandould anticipate funding those additional calpéxpenditures under our bank credit
line.
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As discussed above in “Overview — Merger viticore Acquisition Company,” the primary sourcesash for the Encore Merger
included a new $1.6 billion revolving credit agresart) which replaced our previously existing $750iom commitment from banks under ¢
prior revolving credit agreement, and $1.0 billmfmew 2020 Notes. We structured the financinchefEncore Merger to provide
$600 million to $700 million of availability on ourew $1.6 billion revolving credit agreement updwsing the transaction in order to provide
a level of liquidity similar to that available t® rior to the Encore Merger. With the proceedmftbe Southern Asset sale, we paid off ne
all of our bank debt and now have nearly the falB$billion credit line available to us. These farate available for the capital expenditures
discussed above or any possible acquisitions, wdmebunts should be sufficient to cover capital exiiteres in excess of cash flow from
operations and provide additional liquidity.

During 2009 and the first half of 2010, wecadstered into oil derivative contracts through 2@iorder to protect our future cash flows.
Please read Notes 6 and 7 to the Unaudited Condl@wesolidated Financial Statements for furtheaitketegarding our commodity
derivative contracts.

Based on oil and natural gas commodity futpréses in early August 2010 and our current egtah@roduction forecasts, and before any
asset sales or acquisitions, our pro forma 201@atdudget (including Encore’s $46 million of cigiexpenditures from January 1, 2010
through March 9, 2010) is expected to be $200 oniltb $300 million greater than our anticipatechcew from operations assuming a full
year of operations of the combined companies. 3ihgstfall will be funded with borrowings under daank credit facility, which have bei
substantially reduced already during the year ftoencash generated from the sale of our interesBenesis (see “Overview — Sale of
Interests in Genesis”) and from the sale of thetlsara Assets acquired from Encore (see “Overviewale of Southern Assetsh addition,
we could potentially receive additional sales pesteduring 2010 from either (i) a sale of all ortjgd our interest in ENP (see “Strategic
Alternatives and Asset Transaction Processes fé?"Eldove) or (ii) the sale of the Haynesville assetquired in the Encore Merger, which
are still being marketed, or both. If either ofsbaeotential sales transactions is consummated; theuld be minimal need, if any, to borrow
funds during 2010 to fund our budgeted capital exjgare program. As of August 9, 2010, we had $40il0on of bank debt outstanding on
our $1.6 billion revolving credit agreement. Théaves us significant borrowing capacity to fund shgrtfall.

In addition to the sale of the Southern Asssetshave attempted to sell our Haynesville assegsired in the Encore Merger, but to date,
the prices offered have not been acceptable tS8inse these are not core assets for us, we maytsifers for these assets from time to time
in the future, depending in part on future natges prices. We are planning to repackage and rexntimése assets in the near future. If any
such offers were deemed acceptable and we sed #e=sets, our total sales proceeds from sale peépies acquired as part of the Encore
Merger would be greater than our previously foremdsange of $500 million to $1.0 billion from tleesales. Any such Haynesville asset
proceeds would be used to retire any existing ok at that time or used for general working edpieeds.

We continually monitor our capital spendingl amticipated cash flows and believe that we cqmsadur capital spending up or down
depending on cash flows; however, any such reduaticapital spending could reduce our anticipaediuction levels in future years. For
2010, we have contracted for certain capital exjieres, including construction of the second phafdtie Green Pipeline already in progress
and several drilling rigs, and therefore we cargliohinate all of our capital commitments withounpéies (refer to “Off-Balance Sheet
Arrangements — Commitments and Obligations” fottar information regarding these commitments).

Sources and Uses of Capital Resources

Capital Expenditure Summary

The following table of capital expenditureslirdes accrued capital for each period. Our capkemditures were $46.2 million lower in the
2010 period and $41.6 million higher in the 2008igebthan the amounts listed below due to the changur capital accruals in those
periods:
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Six Months Ende:

June 30
In thousand: 2010 2009
Oil and natural gas exploration and developm
Drilling $ 155,50: $ 28,96(
Geological, geophysical, and acre: 15,12 7,19¢
Facilities 73,71 111,59¢
Recompletion: 91,53 35,59
Capitalized interes 13,68 6,83¢€
Total oil and natural gas exploration and developinegpenditure 349,55! 190,18«
Oil and natural gas property acquisitic 24,24 196,27-
Fair value assigned to oil and natural gas progedcquired from Enco 5,626,26! —
Total oil and natural gas capital expenditt 6,000,06: 386,45¢
CO 2capital expenditure:
CO2pipelines 96,477 340,14:
Fair value assigned to Czassets acquired from Encc 7,25¢ —
CO 2 producing fields 39,66 22,45
Capitalized interes 31,48 20,99:
Total COzcapital expenditure 174,87¢ 383,58
Total $6,174,94. $770,04!

The amounts shown above for the Encore Mangdwde approximately $2.1 billion of our commongch issued to Encore stockholders in
the Encore Merger, based upon 135.2 million sheased at the closing price of $15.43 per shar®arch 9, 2010, and approximately
$1.1 billion of the total Encore Merger considesativhich was assigned to goodwill. Please read Ratethe Unaudited Condensed
Consolidated Financial Statements for additionfarimation regarding the Encore Merger.

Our capital expenditures for the first half2@f10, excluding the Encore Merger, were fundeth $884.3 million of cash flow from
operations along with proceeds from the sale ofiierests in Genesis and our Southern Assets:@agview — Merger with Encore
Acquisition Company” for a discussion of the finangcof the Encore Merger. Our capital expenditdogshe first half of 2009 were funded
with $260.8 million of cash flow from operations, 3.5 million of net proceeds from the sale of gipa of our Barnett Shale natural gas
assets, and $381.4 million of proceeds from thelgely 2009 issuance of the 9.75% Senior Subordirdtes.

Off-Balance Sheet Arrangements
Commitments and Obligations

Our obligations that are not currently recarde our balance sheet consist of our operatirgpleand various obligations for development
and exploratory expenditures arising from purctemgeements, our capital expenditure program, @rdthnsactions common to our indus
In addition, in order to recover our proved undepeld reserves, we must also fund the associatetfdevelopment costs as forecasted in
our proved reserve reports. Our derivative congraghich are recorded at fair value in our balestoeets, are discussed in Notes 6 and 7
Unaudited Condensed Consolidated Financial Statesnen

In conjunction with the Encore Merger, we doel certain of Encore’s commitments associatetl witr acquisition of Encore, including:
senior subordinated notes, derivative contractsraing leases, and asset retirement obligatidms Ehcore Merger is discussed in Note 3 to
the Unaudited Condensed Consolidated Financia¢®atts, asset retirement obligations are discusdddte 4 to the Unaudited Condensed
Consolidated Financial Statements, long-term debiscussed in Note 5 to the Unaudited Condenseddlidated Financial Statements, and
derivative contracts are discussed in Notes 6 aodite Unaudited Condensed Consolidated FinaBt&ements. Operating leases assumed
in the Encore Merger require payments of approxétge®2.0 million in the remainder of 2010, $7.0liih in 2011 through 2012, and
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$2.6 million in 2013. In addition, we have enteneid a new lease for our corporate headquartets avit2-year term that has total minimum
monthly payments which aggregate approximately@&gllion. Please refer to “Management’s Discussiod Analysis of Financial
Condition and Results of Operations” and the saatiatitied “Off-Balance Sheet Arrangements — Commaitts and Obligations” contained
in our Annual Report on Form I{or the year ended December 31, 2009 for furthfrmation regarding our commitments and obligasi

Results of Operations
CO 20perations

Our focus on CQoperations is becoming an ever-increasing partiobasiness and operations. We believe that thrersignificant
additional oil reserves and production that caolatained through the use of GQand we have outlined certain of this potentiadum
Annual Report on Form 10-K for the year ended Ddzean31, 2009 and other public disclosures. In aafdio its long-term effect, our focus
on these types of operations impacts certain trendar current and near-term operating resultsag¥ refer to “Management’s Discussion
and Analysis of Financial Condition and Result©gpkrations” and the section entitled “GOperations” contained in our Annual Report on
Form 10-K for the year ended December 31, 2008ufdiner information regarding these matters.

We recognized Cereserve additions of approximately 358 Bcf thisrtpraat Jackson Dome. During the second quart20b0, we
spudded two additional Cg&source wells at Jackson Dome in the Gluckstadt fieffurther increase our production capacity aoigptially
increase our proved C&eserves. We estimated that we are currently capsdlgroducing between 900 MMcf/d and 1 Bcf/d of €uring
the second quarter of 2010, our @@roduction averaged 768 MMcf/d as compared to @naae of 581 MMcf/d produced during the second
quarter of 2009 and 802 MMcf/d produced in thet fipsarter of 2010. We used 86% of this product@mr59 MMcf/d, in our tertiary
operations during the second quarter of 2010, afdtbe balance to our industrial customers, deémesis pursuant to our volumetric
production payments. Our C&production at Jackson Dome was lower this quaderpared to levels in the first quarter of 2010 lsesour
need for CQxat our tertiary properties was slightly less ataierfields. During June 2010, we placed in sertieefirst phase (approximately
260 miles) of the Green Pipeline, a 320-mile £fipeline that runs from southern Louisiana to ndamston, Texas. This first phase runs to
our Oyster Bayou field in Southeast Texas. Wedillais pipeline with CQ from our source at Jackson Dome during June ancdneoroed
first injection of COz at the Oyster Bayou field on June 29, 2010. ReféManagemens Discussion and Analysis of Financial Conditiod
Results of Operations” in our Annual Report on FA@AK for the year ended December 31, 2009 foh&rrtiscussion on our C&lelivery
obligations.

We spent approximately $0.21 per Mcf in opgagaexpenses to produce our @Quring the first six months of 2010, comprised 0f2p
per Mcf during the first quarter of 2010 and $0p22 Mcf during the second quarter of 2010. This ratup significantly from our $0.16 per
Mcf cost during the first six months of 2009, duenarily to increased CQroyalty expense as a result of higher oil pricas: €stimated
total cost per Mcf of CQduring the first six months of 2010 was approxirhe$.31 per Mcf, after inclusion of depletion, degiation, and
amortization (“DD&A”") expense, up from the firsixanonths of 2009 average of $0.24 per Mcf. Oumesstizd total cost per Mcf of C©
during the second quarter of 2010 was approxim&@Ig2 per Mcf, after inclusion of DD&A expense.

The following table summarizes our tertiarlygybduction and tertiary lease operating experseBpl for each quarter in 2009 and the
and second quarters of 2010:

43




Table of Contents

DENBURY RESOURCES INC.
Management’s Discussion and Analysis of Financiab@dition and Results of Operations

Average Daily Production (BOE/(

First Seconc Third Fourth First Seconc
Quarter Quarter Quarter Quarter Quarter Quarter
Tertiary Oil Field 2009 2009 2009 2009 2010 2010
Phase 1
Brookhaver 3,451 3,46¢ 3,391 3,35( 3,41¢ 3,271
Little Creek are: 1,61¢ 1,56( 1,35¢ 1,47¢ 1,69( 1,971
Mallalieu aree 4,49( 4,26¢ 3,67¢ 4,00t 3,44 3,62¢
McComb are: 2,24¢ 2,42¢ 2,47: 2,41z 2,28¢ 2,16(
Lockhart Crossing 607 69¢ 882 1,02t 1,127 1,311
Phase 2
Eucutta 3,81 4,14 4,06¢ 3,91 3,792 3,62¢
Heidelberg — 25C 82¢ 1,50¢ 1,70¢ 1,857
Martinville 1,11¢ 951 72C 724 927 764
Sosa 2,70¢ 2,58¢ 2,81 3,22¢ 3,21 3,201
Phase 3
Tinsley 2,39( 3,40z 3,55¢ 3,94: 4,41¢ 5,24¢
Phase 4
Cranfield 144 33¢ 572 72¢ 93€ 811
Phase 5
Delhi — — — — 63 64¢
Total tertiary oil productiol 22,58 24,09: 24,34 26,307 27,02: 28,507
Tertiary operating expense per E $ 20.4¢ $ 20.8¢ $ 23.1¢ $ 22.0¢ $ 22.6i $ 21.3i

Oil production from our tertiary operationgtinased to an average of 28,507 Bbls/d in the skegoarter of 2010, an 18% increase over
our second quarter of 2009 tertiary production lle¥4,092 Bbls/d, primarily due to production gith in response to continued expansion
of the tertiary floods in our Tinsley, HeidelbeEglhi, Soso, Cranfield, and Lockhart Crossing Felthe Tinsley Field has been one of our
top performing tertiary oil fields, and productitiere is expected to increase further as we coatioexpand the flood. We initiated GO
injections at the Delhi Field (Phase 5) during Naber 2009 and saw initial tertiary production resgmat the Delhi Field late in the first
quarter of 2010. During the second quarter, pradadhere averaged 648 Bbls/d and we expect tlidyation to continue to increase as we
expand this CQflood. Although we commenced injection of G@to Oyster Bayou Field near the end of June 2@&E0do not anticipate a
production response from this field until late 2011

During the second quarter of 2010, operatimsj<for our tertiary properties averaged $21.3Bé¢ higher than the second quarter of
2009 average cost of $20.86 per Bbl, primarily ttuthe higher cost of C®. On a per Bbl basis, our cost of Gihcreased by $1.37 per Bbl,
from $3.68 per Bbl in the second quarter of 20083®5 per Bbl in the second quarter of 2010, priimdue to the increase in oil prices to
which our CQO; costs are partially tied. The single highest cosblur tertiary operations is our cost for fuel anidities, which averaged $5.72
per Bbl in the second quarter of 2009 and $5.8Béin the second quarter of 2010. For any speéiéld, we expect our tertiary lease
operating expense per Bbl to be high initially rifieecrease as production increases, ultimatelyiteyeff until production begins to decline
in the latter life of the field, when lease opargtexpense per Bbl will again increase.

Operating Results

As summarized in the “Overview” section aboaed discussed in further detail below, our opegatesults for the second quarter and first
six months of 2010 were significantly higher thasults in the same periods in 2009. The operatiaglts of Encore and ENP from March 9,
2010 through June 30, 2010 are included in thesdtse As we control the general partner of ENB,dhperating results of ENP are
consolidated with our results of
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operations from our legacy properties, even thouglonly own approximately 46% of ENP’s common unifise primary factors impacting
our operating results were the acquisition of Eacbrgher oil and natural gas prices, changesdriat value of our commaodity derivative
contracts, the gain on the sale of our interes@dnesis, and changes in production, which arexalained in more detail below.

Certain of our operating results and statistic the comparative second quarters and firstnginths of 2010 and 2009 are included in the
following table:

Three Months Ende Six Months Ende
June 30 June 30
In thousands, except per share and unit 2010 2009 2010(D 2009
Operating results:
Net income (loss) attributable to Denbury stockkod $135,36° $ (87,24() $232,25! $(105,53)
Net income (loss) per common sh— basic 0.34 (0.3%) 0.67 (0.43)
Net income (loss) per common sh— diluted 0.34 (0.3%) 0.6€ (0.43)
Cash flow from operatior 271,12: 148,17( 384,29: 260,78t¢
Average daily production volumes:
Bbls/d 65,94 37,921 55,18¢ 37,78
Mcf/d 109,01 86,08¢ 81,10¢ 90,321
BOE/d 84,11 52,26¢ 68,701 52,83¢
Operating revenues:
Oil sales $443,98: $ 188,17( $749,18¢ $ 321,43!
Natural gas sale 44,04+ 23,38 69,72¢ 58,18¢
Total oil and natural gas sal $488,02¢ $ 211,55. $818,91- $ 379,62:
Commodity derivative contracts: 2
Cash receipt (payment) on settlement of commodityvetive
contracts $ 2,801 $ 42,00: $(57,000) $ 127,83t
Non-cash fair value adjustment income (expel 125,19( (194,79) 226,02¢ (301,145
Total income (expense) from commodity derivativatcacts $127,99: $(152,78Y) $169,02¢ $(173,309)
Operating expenses
Lease operatin $127,74: $ 83,65¢ $223,96: $ 158,60t
Production taxes and marketi 38,10( 10,78¢ 57,41% 19,97¢
Total production expens: $165,84: $ 94,44: $281,38( $ 178,58
Non-tertiary CO 2operating margin:
CO2sales and transportation fe $ 4,69( $ 2,88¢ $ 9,18i $ 6,04¢
CO2operating expenst (1,68)) (1,09Y) (3,049 (2,395
Nonr-tertiary COzoperating margil $ 3,00¢ $ 1,78¢ $ 6,13¢ $ 3,654
Unit prices — including impact of derivative settlements: @)
Qil price per Bbl $ T71.6¢ $ 66.7( $ 67.2¢ $ 65.7C
Natural gas price per Mi 6.1z 2.9¢ 6.14 3.5€
Unit prices — excluding impact of derivative settlements (2
Oil price per Bbl $ 73.9¢ $ 54.5¢ $ 75.0C $ 47.0C
Natural gas price per Mi 4.44 2.9¢ 4.7 3.5€
Oil and natural gas operating revenues and expensesr BOE:
Oil and natural gas revenu $ 63.7¢ $  44.4¢ $ 65.8t $ 39.7(
Oil and natural gas lease operating expe $ 16.6¢ $ 17.5¢ $ 18.01 $ 16.5¢
Oil and natural gas production taxes and markegense 4.9¢ 2.21i 4.62 2.0¢
Total oil and natural gas production exper $ 21.6i $ 19.8¢ $ 22.6: $ 18.6¢

(1) Includes the results of operations of Encore an& ENm March 9, 2010 through June 30, 2C

(2) Please read “Iltem 3. Qualitative and QuatitiéeDisclosures about Market Risk” for additiofalormation concerning our commaodity
derivative contracts
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Production. Average daily production by area for each of thar fguarters of 2009 and for the first and secorattgus of 2010 are shown
below, as well as our estimated pro forma produachio the first quarter of 2010 had production frtma properties acquired in the Encore
Merger been included with ours for the entire fgqaarter of 2010:

Average Daily Production (BOE/(

First Seconc Third Fourth First Pro Forme Seconc

Quarter Quarter Quarter Quarter Quarter First Quarte Quarter

Operating Aree 2009 2009 2009 2009 20100 20100 20100)
Tertiary oil fields 22,58: 24,092 24,34 26,30’ 27,02¢ 27,02:¢ 28,507
Mississippi— nor-CO 2 floods 11,90¢ 10,04: 8,931 8,91¢ 7,82¢ 7,82¢ 8,967
Texas 17,06: 16,08¢ 7,57¢ 8,03t 5,23t 5,23t 5,14¢
Onshore Louisian 70¢€ 88t 69¢ 67¢ 662 662 77E
Alabama and othe 1,15C 1,161 1,10: 1,077 997 997 1,07¢
Cedar Creek Anticlini — — — — 2,60¢ 10,07( 10,23«
Bakken — — — — 89¢ 3,56( 4,51¢
Haynesville — — — — 83¢ 3,19¢ 3,931
Permian Basil — — — — 2,18( 9,10¢ 5,921
Other Rockie: — — — — 2,42¢ 9,411 9,45¢
Mid-Continent — — — — 2,43: 9,49( 5,57
Total 53,40¢ 52,26¢ 42,65¢ 45,01: 53,12¢ 86,57¢ 84,11:

(1) Includes production of Encore and ENP fromrdhad, 2010 through March 31, 2010. ENP’s produrcfar each area during this period
was as follows: Cedar Creek Anticline 69 BOE/d, Bak3 BOE/d, Permian Basin 852 BOE/d, Other Rockja27 BOE/d, and Mid-
Continent 120 BOE/c

(2) ENP’s pro forma production for each areamyithis period was as follows: Cedar Creek Antel#40 BOE/d, Bakken 11 BOE/d,
Permian Basin 3,411 BOE/d, Other Rockies 4,845 BO&id Mi-Continent 527 BOE/c

(3) ENP’s production for each area during thisqeewas as follows: Cedar Creek Anticline 267 B@HBakken 18 BOE/d, Permian Basin
3,268 BOE/d, Other Rockies 4,816 BOE/d, and-Continent 473 BOE/c

As outlined in the above table, productiotha three and six months ended June 30, 2010 sexle&l% and 30%, respectively, over the
respective 2009 production levels. These increases primarily due to the additional productionnfréhe properties acquired in the Encore
Merger, increased production in our tertiary fieldsd the Conroe field acquisition which close®acember 2009. Offsetting these increases
were two asset sales, the Barnett Shale sale wliskd in the second half of 2009 and the SoutAssets sale which closed on May 14,
2010. Our continuing production excluding productitom these sales was 78,545 BOE/d for the seqoader of 2010 as compared to
38,879 BOE/d for the second quarter of 2009, areame of 102% (39,691 BOE/d). Production from cakk&n properties averaged 4,518
BOE/d, an increase of 27% as compared to pro fdinstaquarter 2010 assuming these properties aeddiom Encore had been included for
the entire quarter. The production increases irBikken are due to on-going drilling and hydrafiacturing in this area. During the second
guarter, we had three active rigs in the Bakken,aand we plan to secure a fourth drilling rig tiee late third quarter or early fourth quarter
of 2010. Our production at Cedar Creek Anticlineraged 10,234 BOE/d during the quarter, compatalilee pro forma production in the
first quarter in this area while production at Hagville increased 23% compared to pro forma praduén the first quarter due to drilling
activity.

Our tertiary oil production in the three amximonths ended June 30, 2010 increased 18% and rE3¥ectively, over the respective 2009
production levels. The increase in our tertiaryppdduction is discussed above under “Results @r@tpns — CQ Operations.”

Production in our Mississippi — non-tertianyevations decreased 11% and 23% from levels ithtlee and six months ended June 30,
2009, respectively, partially due to the expectetigal decline in the Heidelberg Field due to démhe and the development of the
Heidelberg CQflood, which resulted in production being shut-ihile portions of the field were converted to tastiaperations. When
production commences from these efods, these volumes will be reported as tert@gduction for the Heidelberg Field. Another almost
equal factor in the lower production in the thred aix months ended June 30, 2010 was the lackilig activity in the Selma
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Chalk, a natural gas asset characterized by relgthigher decline rates. The sequentially incrdageduction of approximately 15% over
first quarter 2010 levels in our Mississippi — ni@mtiary operations is primarily due to a decreasal inventory from the first quarter and
increased production at our Sharon field associatgdthree new drills.

Our production during the three and six morthded June 30, 2010 was 78% and 80% oil, respégctas compared to 73% and 72%
during the three and six months ended June 30,,288pectively. This increase is due to the saleuoBarnett Shale properties in the second
half of 2009, the acquisition of interests in thaskings Field in February 2009, the acquisitiomtdrests in the Conroe Field in
December 2009, and the increase in our tertiaryatioms, partially offset by the natural gas projesrwhich we acquired in the Encore
Merger and sold in May 2010.

Oil and Natural Gas RevenuesDue to the significant increase in oil and natgiad prices between the first half of 2009 and 2010 oil
and natural gas revenues increased sharply ifmthe and six months ended June 30, 2010 as comigattease in the same periods of 2009.
These changes in oil and natural gas revenuesjairgl any impact of our commodity derivative contsa are reflected in the following tat

Three Months Ended June !

Six Months Ended June 3

2010 vs. 200! 2010 vs. 200!

Percentac Percentac

Increase it Increase i Increase it Increase i

In thousand: Revenue: Revenue: Revenue: Revenue:
Change in oil and natural gas revenues du

Increase in commodity prict $147,60( 70% $325,28: 86%

Increase in productio 128,87t 61% 114,00¢ 30%

Total increase in oil and natural gas rever $276,47¢ 131% $439,29: 116%

Excluding any impact of our commodity derivaticontracts, our net realized commodity pricesMMMEX differentials were as follows
during the first and second quarters and firsnsdnth periods of 2010 and 2009:

Three Months Ende

Three Months Ende

Six Months Ende:

March 31, June 30 June 30
2010 2009 2010 2009 2010 2009

Net Realized Prices

Oil price per Bbl $76.5¢ $39.3¢ $73.9¢ $54.5:¢ $75.0C $47.0C

Natural gas price per Mi 5.4C 4.0¢ 4.44 2.9¢ 4.7¢ 3.5€

Price per BOE 69.21 34.9i 63.7¢ 44 4¢ 65.8¢ 39.7(
NYMEX Differentials:

Oil per Bbl $(2.0¢) $(3.99) $(4.13) $(5.30) $(3.3¢6) $(4.62)

Natural gas per Mc 0.37 (0.47) 0.0¢ (0.82) 0.0€ (0.59)

Our oil NYMEX differential improved in the tee and six months ended June 30, 2010 as compuaoed differential in the comparable
periods of 2009, primarily due to the 2009 salewfBarnett Shale properties, where the NGL prias significantly below NYMEX oil
prices, partially offset by the Rocky Mountain peojies we acquired in the Encore Merger which tenlgave higher oil differentials than our
historical corporate average.

Our natural gas NYMEX differentials are getigreaused by movement in the NYMEX natural gag@siduring the month, as most of
natural gas is sold on an index price that is sat the first of each month. While the percentdgmnge in NYMEX natural gas differentials
can be quite large, these differentials are velgose more than a dollar above or below NYMEX prices
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Commaodity Derivative Contracts. The following tables summarize the impact that@ammodity derivative contracts had on our
operating results for the three and six months @éddee 30, 2010 and 2009:

Three Months Ended June ! Six Months Ended June 3
2010 2009 2010 2009 2010 2009 2010 2009
Qil Derivative Natural Gas Derivativ Oil Derivative Natural Gas Derivativ
In thousand: Contracts Contracts Contracts Contracts
Non-cash fair value gain (los $ 145,09¢ $(189,31%) $ (19,909 $ (5,479 $ 206,92( $(285,179) $ 19,10¢ $(15,967)
Cash settlement receipts (paymei (13,829 42,00z 16,63( — (77,379 127,83t 20,37¢ —
Total $131,27( $(147,31) $ (3,279 $ (5,479 $129,54: $(157,34) $ 39,48¢ $(15,967)

Changes in commodity prices and the expiradforontracts cause fluctuations in the estimaa@dvialue of our commaodity derivative
contracts. Because we do not utilize hedge acaogifidr our commodity derivative contracts, the amin fair value of these contracts, as
outlined above, are recognized currently in th@ine statement. Please read Notes 6 and 7 to thediteéd Condensed Consolidated
Financial Statements for additional informationaeting our commaodity derivative contracts.

Production ExpensesQOur lease operating expenses increased betweér&eeand six months ended June 30, 2010 and 20fi8sblute
dollars but decreased on a per BOE basis. The lbdeaease on a per BOE basis was primarily dubegd=ncore acquisition as those
properties which were part of the Encore acquisitjenerally have a lower operating cost per BOE thenbury’s legacy properties. The
increase on an absolute basis was primarily atregul

. the completion of the Encore Merger on March®,® which increased lease operating expense absolute basis, but reduced it
on a per BOE basi:

. our increasing emphasis on tertiary operationsaaiitional tertiary fields moving into the prodive phase (please read discussion
of those expenses unc*CO 2 Operation”);

. the acquisition of interests in the HastingsdrialFebruary 2009, which has a higher operatirgg per BOE than most of our other
properties

. increased personnel and related costs resultinggpity from the Encore Merge
. higher electrical costs to operate our propertigs grimarily to the expansion of our tertiary optienas; anc

. increasing lease payments due to incremental lgadinertain equipment in our tertiary operatingilides; partially offset by the se
of our Barnett Shale natural gas properties irstfeond half of 2009, which reduced lease operatipgnse on an absolute basis, but
increased it on a per BOE basis as these propédida lower per unit operating cc

Lease operating expense per BOE averaged$péraBOE and $18.01 per BOE for the three andnsirths ended June 30, 2010,
respectively, as compared to $17.59 per BOE andb9ler BOE for the same periods of 2009. Ouraertbperating costs, which have
historically been higher than our company-wide afiag costs, averaged $21.37 per BOE and $22.0B@e&rduring the three and six
months ended June 30, 2010, respectively, as ceupai$20.86 per BOE and $20.68 per BOE for theega@niods of 2009. Please re&l”
2Operations” for a more detailed discussion. We ekgi&at our operating cost on a per BOE basishweiiome closer to our tertiary operating
costs as these operations become a larger pereenitagr total operations. Costs of electricity aitities to operate our tertiary properties
have increased on an absolute basis primarily atieetexpansion of our tertiary operations. We ekpar tertiary operating costs to partially
correlate with oil prices, as the price we pay@@ 2is partially tied to oil prices.

Production taxes and marketing expenses génehange in proportion to commaodity prices anddarction volumes, and as such,
increased 253% and 187% in the three and six mamitisd June 30, 2010, respectively, as compargémbse for the same periods of 2009.
This compares to an increase in oil and naturatgasnues of 131% and 116% in the three and sixims@nded June 30, 2010, respectively.
The addition of properties in other operating am@aguired in the Encore Merger also affected tloesés. Transportation and plant processing
fees decreased approximately $1.8 million and $4l®on in the three and six months ended June28@0 and 2009, primarily due to the ¢
of our Barnett Shale properties in the second dfa2009.
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General and Administrative Expenses

G&A expenses decreased on both a gross badisraa per BOE basis between the respective thosghs ended June 30, 2010 and 2009,
while increasing on a gross basis, but decreasing mer BOE basis between the respective six mamitisd June 30, 2010 and 2009 as set
forth below:

Three Months Ende Six Months Ende
June 30 June 30
In thousands, except per BOE data and emplo 2010 2009 2010 2009
Gross cash G&A expen: $ 57,90¢ $ 36,107 $106,18: $ 71,47
Gross stoc-based compensatic 7,36: 6,35¢ 16,15: 12,49¢
Founde’'s compensation awa — 10,00( 10,00(
Incentive compensation for Genesis manage! — 2,94t 1,14¢ 5,53¢
State franchise taxt 96& 1,12¢ 2,03t 2,23¢
Operator labor and overhead recovery cha (29,08¢) (19,79) (51,13) (38,777
Capitalized exploration and development ci (5,959 (3,609 (10,489 (7,189
Net G&A expenst $31,19: $ 33,13¢ $ 63,90: $ 55,79(
G&A per BOE:
Net cash G&A expens $ 3.1t $ 2.8¢ $ 3.81 $ 287
Net stocl-based compensatic 0.7¢ 1.13 1.0¢ 1.1C
Founde’'s compensation awa — 2.1C — 1.0t
Incentive compensation for Genesis manage! — 0.62 0.0¢ 0.5¢
State franchise taxt 0.1: 0.24 0.1€ 0.2:%
Net G&A expenst $ 407 $ 6.97 $ 5.14 $ 5.8
Employees as of June . 1,304 85¢ 1,304 85¢

Gross cash G&A expenses increased $21.8 mi|0%) and $34.7 million (49%), respectively, lne three and six months ended June 30,
2010, as compared to the same periods of 2009aphntue to the Encore Merger and higher compémsaind personnel-related costs
associated with an increase in the number of enggl®wnd higher wages, which we consider necessargér to remain competitive in our
industry. During the three and six months ended B 2010, we increased our employee count bydd®@%, primarily as a result of the
Encore Merger, resulting in increased personnalteel costs. During the three and six months endieel 30, 2010, stockased compensati
expense increased $1.0 million and $3.7 milliospeetively, when compared to levels in the sam®ggiof 2009, primarily due to the
increase in employees and changes in the mix opeosation awarded to employees.

During the six months ended June 30, 2010intrease in personnedlated costs was partially offset by a $4.4 milldecrease in charg
relating to incentive compensation awards for tlemagement of Genesis. As discussed above underviewe— Sale of Interests in
Genesis,” we sold our interests in Genesis dutieditst quarter of 2010. As such, the change afrob provision of each member's
compensation agreement was triggered and the imessimpensation awards were settled for $14.9amillwith $1.1 million of this being
recognized as expense during February 2010.

In addition to the decrease in expense rel@t€genesis incentive compensation awards, G&A esgdor the 2010 periods also decreased
$10 million because the 2009 period included therféier's Compensation Award issued June 30, 20@8snciation with the retirement of
Gareth Roberts as President and CEO of the Company.

The increase in gross G&A expense in the tareksix months ended June 30, 2010, as compathdge costs in the same period of 2!
was offset in part by an increase in operator ceadhrecovery charges. Our well
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operating agreements allow us, when we are theatpeto charge a well with a specified overheae daring the drilling phase and also to
charge a monthly fixed overhead rate for each pimguwell. Operator labor and overhead recoverygdgmalso include $1.8 million recei\
from Quantum in payment for our continuing to operthe Southern Asset properties through July 28%@ result of additional operated
wells from acquisitions, additional tertiary opéoas, drilling activity during the past year, amdgieased compensation expense, the amount
we recovered as operator labor and overhead chargessed by 47% and 32%, respectively, in theetland six months ended June 30,
2010, as compared to the same period of 2009. &iapit exploration and development costs also asaéd between the periods, primarily
due to additional personnel and increased compensaasts.

The net effect of these changes resultedoithalecrease (42% on a per BOE basis) in G&A expkaseeen the comparable second
quarters of 2010 and 2009. For the six month periG&A expenses increased 15% on a gross basidgbteased 12% on a per BOE basis,
as our increased production for the six month pemore than offset the increase in expenses.

Interest and Financing Expens

Three Months Ende Six Months Endet
June 30 June 30

In thousands, except per BOE data and interessi 2010 2009 2010 2009
Cash interest expen $ 60,96¢ $ 28,31¢ $ 105,94( $ 51,60:
Non-cash interest expen 6,367 2,04( 9,121 3,32¢
Less: capitalized intere (23,85() (15,459 (45,167) (27,827

Interest expens $ 43,48 $ 14,90« $ 69,89¢ $ 27,10
Interest income and oth $ 4,52 $  2,95¢ $ 6,39( $ 5,481
Net cash interest expense and other income per® $ 4.4z $ 2.52 $ 4.5: $ 2.3t
Average debt outstandir $3,152,56. $1,363,00 $2,689,89. $1,249,03
Average interest rai@ 7.7% 8.3% 7.9% 8.3%

(1) Cash interest expense less capitalized interesirié=rest and other income on a per BOE b
(2) Includes commitment fees but excludes debt issaess@nd amortization of discount and premi

Interest expense increased $28.6 million (10286l $42.8 million (158%), respectively, in theetd and six months ended June 30, 2010,
as compared to levels in the same periods of 28@®arily due to our February 2010 issuance of2020 Notes, debt assumed from Encore
in the Encore Merger, and borrowings under our &y billion revolving credit agreement, which weised to finance a portion of the
Encore Merger. These increases were partially offge 54% and 62% increase in our interest capitidn for the three and six months
ended June 30, 2010, as compared to the same pefi@d09, relating mainly to our Cfpipelines under construction. The first phase of ou
Green Pipeline was placed into service on Jun2@B0, and the balance of approximately $815 mil{ianluding capitalized interest) was no
longer subject to interest capitalization at thated A significant amount of our capitalized insrevas related to the construction of this
pipeline, and therefore in the near future our tediged interest is expected to decline accordingly
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Depletion, Depreciation, and Amortizati

Three Months Ende Six Months Endet
June 30 June 30
In thousands, except per BOE d. 2010 2009 2010 2009
Depletion, depreciation, and amortization of oitlaratural gas propertit $116,03: $53,50¢ $187,23: $106,95!
Depletion and depreciation of C2 asset: 5,68( 4,01¢ 10,98( 8,561
Asset retirement obligatior 1,692 81C 2,79¢ 1,63
Depreciation of other fixed asst 5,80z 3,36z 10,07 6,467
Total DD&A $129,20¢ $61,69¢ $211,08: $123,62(
DD&A per BOE:
Oil and natural gas properti $ 15.3¢ $ 11.42 $ 15.2¢ $ 11.3¢
COzassets and other fixed ass 1.5C 1.5t 1.6¢ 1.57
Total DD&A cost per BOE $ 16.8¢ $ 12.9i $ 16.9i $ 12.9¢

Depletion of oil and natural gas propertiegéased on both a per BOE basis and in absolut@sldluring the three and six months ended
June 30, 2010 as compared to the same period6f peimarily due to the increase in our oil antlnal gas property balance and the
associated reserve volumes and production fronktiwere Merger, reserve additions in our tertiagyd and our Bakken properties during
the second quarter of 2010, and the acquisitiantefests in the Conroe Field in December 2009.

We continually evaluate the performance oftediary projects, and if performance indicatest the are reasonably certain of recovering
additional reserves from these floods, we recogifiase incremental reserves in that quarter. Sircadjust our DD&A rate each quarter
based on any changes in our estimates of oil ahgala@as reserves and costs, our DD&A rate colihge significantly in the future. We
recognized incremental reserves during the secaoader of 2010 related to our tertiary productivalhi Field and other tertiary fields,
where we initiated CQinjections during the fourth quarter of 2009, amd ffirst oil production response to tertiary injens during
March 2010.

Our DD&A expense for our other fixed assetg@ased on an absolute basis during the threebamibsith periods ended June 30, 2010 as
compared to the comparable periods in 2009. Thease is primarily a result of the Encore Mergevliarch 2010 and field office expansion
during 2009. Our DD&A expense for our G@ssets increased on an absolute basis for theahdesix months ended June 30, 2010
compared to the prior periods primarily due to @ased CQ production. On a BOE basis our G@ssets and other fixed assets decreased fol
the three months ended June 30, 2010 compared fwithr year quarter due to increased oil and ahgas production volumes as a result of
the Encore Merger which closed in March 2010. Tire phase of our Green Pipeline was placed inteigeon June 29, 2010, and became
subject to depreciation. At June 30, 2010, we hgIBmillion of costs (including capitalized intsterelated to CQ pipelines under
construction, principally related to the remainpaytion of the Green Pipeline to Hastings Fieldjckiwere not being depreciated. For
financial accounting purposes, depreciation ofel@pelines will commence as each pipeline is glao® service.

During the second quarter, we closed on tlkecfahe Southern Assets. We did not record a geaccordance with the full cost methoc
accounting. Instead, the proceeds from this safe wexzorded as a reduction to the full cost pool.

Under full cost accounting rules, we are reggieach quarter to perform a ceiling test calamiatVe did not have a ceiling test write-
down at June 30, 2010. However, if oil prices werdecrease significantly in subsequent periodsiayg be required to record additional
write-downs under the full cost pool ceiling testhe future. The possibility and amount of anyfatwrite-down is difficult to predict, and
will depend upon oil and natural gas prices, tleeadmental proved reserves that may be added eaiclll pesvisions to previous reserve
estimates and future capital expenditures, andiaddl capital spent.
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Encore Transaction Cos

FASC “Business Combinations” topic requireatthll transaction-related costs (advisory, legatounting, due diligence, integration, etc.)
be expensed as incurred. We recognized a tot&22x83million and $67.8 million, respectively, oafrsaction costs in the three and six mo
ended June 30, 2010 associated with the Encoredviéngluding $19.5 million and $20.7 million, resgively, related to severance costs.

Income Taxe
Three Months Ende Six Months Ende
June 30 June 30

In thousands, except per BOE amounts and tax 2010 2009 2010 2009
Current income tax provisic $ 6,941 $24,12° $ 7,61 $ 24,30(
Deferred income tax provision (bene 74,42 (77,555 150,69« (88,40¢6)

Total income tax provision (benef $81,36: $(53,42¢) $158,30:- $(64,10¢)
Average income tax provision (benefit) per B! $ 10.6¢ $ (11.29 $ 12.7¢ $ (6.70
Effective tax rate 35.1% 38.(% 38.7% 37.&8%

Our income taxes are based on an estimatedatarate of approximately 37.7%. Our effectia& tate has historically been slightly lov
than our estimated statutory rate due to the imp@egrtain items such as our domestic productativiies deduction, offset in part by cert
non-cash stock-based compensation that cannotchee for tax purposes in the same manner as équénse. As a result of the Encore
Merger, our statutory rate increased, which reguire to remeasure our deferred tax liabilitieshnfirst quarter of 2010 resulting in an
additional income tax provision of approximately0$tillion. As a result of the sale of the South8ssets, our statutory rate decreased, w
required us to remeasure our deferred tax liabdlith the second quarter of 2010 resulting in aonme tax benefit of approximately $3
million. The combination of these items increasadeffective tax rate to 38.7% during the six menginded June 30, 2010, as compared to
37.8% in the six months ended June 30, 2009.

In the three and six months ended June 3,286 current income tax expense representednigipmted alternative minimum cash ta
that we could not offset with enhanced oil recovengdits. In addition, included in the second qeraof 2009 was approximately $16 million
in current taxes associated with our sale of aiquof our Barnett Shale assets in June 2009. Therst income tax expense for the three and
six months ended June 30, 2010 represents statmintaxes, primarily related to the sale of thetlseun Assets and the sale of our interests
in Genesis. As of June 30, 2010, we had an estih$86.3 million of enhanced oil recovery creditgluding $11.4 million related to the
Encore Merger, to carry forward that can be utdize@ reduce our current income taxes during 201fdtare years. These enhanced oil
recovery credits do not begin to expire until 208®ice the ability to earn additional enhancedeaibvery credits is based upon the level of
oil prices, we would not currently expect to eadidiional enhanced oil recovery credits unlespddes were to significantly deteriorate.

The Encore Merger was treated as a tax-freet asquisition for tax purposes. Accordingly, Eet®tax basis and tax attributes carried
over to us, with the tax attributes being subjedtdrtain limitations. Upon testing these limitatipit has been determined that the limitations
do not affect our use of Encore’s tax attributdse Tax attributes that carried over to us includeasced oil recovery credits of $11.4 million,
alternative minimum tax credits of $2.3 million,chstate net operating losses of $0.9 million, téected.

In the second quarter of 2008, we obtainedamb from the National Office of the Internal Rewe Service (“IRS”}o change our methc
of tax accounting for certain assets used in atiatg oilfield recovery operations which led usapply for refunds of certain amounts related
thereto on our 2004 and 2006 federal income taxmst In the course of an IRS audit of those cldwnsefunds, the IRS examination team
has questioned the change in accounting methothandiling received from the National Office of S in 2008. Together with the IRS,
we have submitted a request to the National Ofifde IRS for a Technical Advice Memorandum (TAMyarding these issues, which is
under consideration by the National Office. Althbuge have not recorded an uncertain tax posititateé to these deductions as we expect
to receive those tax refunds, given the existefice o
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the TAM process related to those refunds, the paywithose tax refunds of approximately $10.6 ignillfor tax years through 2006 is not
free from doubt. Although this change to our methbthx accounting is not expected to have a sicanit impact on our overall tax rate, it is
anticipated that it could defer the amount of dastes we might otherwise pay over the next seyerals.

Per BOE Datc

The following table summarizes our cash flR&A, and results of operations on a per BOE bésishe comparative periods. Each of
the individual components is discussed above.

Three Months Ende Six Months Endet
June 30 June 30

Per BOE date 2010 2009 2010 2009
Oil and natural gas revenu $ 63.7¢ $ 44.4¢ $ 65.8¢ $ 39.7(
Settlement payments (receipts) of commodity dekreatontracts 0.37 8.8: (4.58) 13.3¢
Lease operating expens (16.69 (17.59 (18.07) (16.59
Production taxes and marketing exper (4.99) (2.27) (4.62) (2.09)

Production netbac 42.4¢ 33.4¢ 38.6¢ 34.3¢
Non-tertiary CO2 operating margit 0.3¢ 0.3¢ 0.4¢ 0.3¢
G&A expense:! (4.07) (6.97) (5.19 (5.89)
Transactions costs related to the Encore Me (2.98¢ — (5.45) —
Net cash interest expense and other inc (4.4%) (2.52) (4.5%) (2.39)
Current income taxes and ott 0.1C (1.59 0.6€ (0.39
Changes in operating assets and liabili 3.9t 8.4( 6.23 0.9¢

Cash flow from operatior 35.42 31.1¢ 30.9( 27.2i
DD&A (16.8¢) (12.97) (16.97) (12.99)
Deferred income taxe (9.72 16.31 (12.12) 9.24
Gain on sale of interests in Gene — — 8.17 —
Non-cash fair value derivative adjustme 16.4¢ (40.95 18.2¢ (31.49
Net income attributable to noncontrolling inter 1.9 — 1.47 —
Changes in operating assets and liabilities anératbr-cash item: (9.59) (11.89) (11.09) (3.19)

Net income (loss) attributable to Denbury stockkod $ 17.6¢ $ (18.39 $ 18.6¢ $ (11.09

Critical Accounting Policies

For additional discussion of our critical asnting policies, which remain unchanged, pleasd fbanagement’s Discussion and Analysis
of Financial Condition and Results of Operationsbur Annual Report on Form 10-K for the year enBedember 31, 2009.

Forward-Looking Information

The statements contained in this QuarterlydRegn Form 10-Q that are not historical facts)udag, but not limited to, statements found
in this Management’s Discussion and Analysis ofiRtial Condition and Results of Operations, are/éod-looking statements, as that term
is defined in Section 21E of the Securities andhaxge Act of 1934, as amended, that involve a numiésks and uncertainties. Such
forward-looking statements may be or may concearmgray other things, forecasted capital expendituheing activity or methods,
acquisition plans and proposals and dispositioegeldpment activities, cost savings, capital busigetoduction rates and volumes or
forecasts thereof, hydrocarbon reserve quantitidsvalues, CQreserves, potential reserves from tertiary opemnatibydrocarbon prices,
pricing or cost assumptions based on current anj@qted oil and natural gas prices, liquidity, cletvs, availability of capital, borrowing
capacity, regulatory matters, mark-to-market valgesnpetition, long-term forecasts of productiangding costs, rates of return, estimated
costs, or changes in costs, future capital expereditand overall economics and other variable®snding our operations and future plans.

53




Table of Contents

DENBURY RESOURCES INC.
Management’s Discussion and Analysis of Financiab@dition and Results of Operations

Such forward-looking statements generally are ag@oned by words such as “plan,” “estimate,” “expetiredict,” “anticipate,”
“projected,” “should,” “assume,” “believe,” “targétor other words that convey the uncertainty dfife events or outcomes. Such forward-
looking information is based upon management’senirplans, expectations, estimates, and assumgatiahis subject to a number of risks
and uncertainties that could significantly affegtrent plans, anticipated actions, the timing afhsactions and our financial condition and
results of operations. As a consequence, actuatsenay differ materially from expectations, esites or assumptions expressed in or
implied by any forward-looking statements made byuon our behalf. Among the factors that coulaseaactual results to differ materially
are: fluctuations of the prices received or demfanaur oil and natural gas; unexpected difficudtie integrating the operations of Denbury
and Encore; effects of our indebtedness; successrafsk management techniques; inaccurate ctista&es; availability of and fluctuations
in the prices of goods and services; the uncewptaihtrilling results and reserve estimates; opegatazards; disruption of operations and
damages from hurricanes or tropical storms; actijrisiisks; requirements for capital or its availdyy conditions in the financial and credit
markets; general economic conditions; competitioth @vernment regulations; and unexpected delaywel as the risks and uncertainties
inherent in oil and natural gas drilling and praiilue activities or which are otherwise discussethis quarterly report, including, without
limitation, the portions referenced above, anduheertainties set forth from time to time in ounext public reports, filings and public
statements.

” ow
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Item 3. Quantitative and Qualitative Disclosures abut Market Risk

Long-Term Debt and Interest Rate Sensitivity

We finance some of our acquisitions and otix@enditures with fixed and variable rate debt.sEhdebt agreements expose us to market
risk related to changes in interest rates. We 2&% $nillion of bank debt outstanding as of JuneZ8L0 (primarily ENP bank debt as
outlined below), $135 million of which is subjectftoating interest rates after taking into consadi®n interest rate swaps. The carrying vi
of our bank debt is approximately fair value basedhe fact that it is subject to short-term flogtinterest rates that approximate the rates
available to us for those periods. We adjustece#itenated fair value measurements of our bankatehine 30, 2010, for estimated
nonperformance risk of approximately $6.2 milliorhich was determined utilizing industry credit ddfsswaps. None of our existing debt
has any triggers or covenants regarding our deiigsawith rating agencies. The fair value of thbardinated debt is based on quoted market
prices. The following table presents the carrying &ir values of our debt, along with averageriederates at June 30, 2010:

Expected Maturity Date Carrying Fair
In thousands, except percentay 2012 2013 2014 2015 2016 2017 2020 Value Value
Variable rate debt:
Denbury Credit Agreement (weighted average intews
of 2.7% at June 30, 201 $ —  $ — $40,00C $ —  $ —  $ — 3 — $ 40,00 $ 38,28¢
ENP Credit Agreement (weighted average interest rai
of 2.7% at June 30, 201 245,00( — — — — — — 245,00( 240,48!
Fixed rate debt:
7.5% Senior Subordinated Notes due 2 — 225,00( — — — — — 224,46t 228,09¢
6.25% Senior Subordinated Notes due 2 — — 1,07z — — — — 1,08¢ 1,07z
6.0% Senior Subordinated Notes due 2 — — — 484 — — — 49C 484
7.5% Senior Subordinated Notes due 2 — — — 300,00( — — — 300,47( 303,00(
9.5% Senior Subordinated Notes due 2 — — — — 224,92( — — 240,87 238,41!
9.75% Senior Subordinated Notes due 2 — — — — 426,35( — — 402,06¢ 460,45¢
7.25% Senior Subordinated Notes due 2 — — — — — 2,25( — 2,271 2,25(
8.25% Senior Subordinated Notes due 2 — — — — — — 996,27 996,27 1,041,10!

At this level of floating rate debt, if LIBORcreased by 10%, we would incur an additional $0idion of interest expense per year on
revolving credit facilities, and if LIBOR decreaskeg 10%, we would incur $0.4 million less. Additaly, if the discount rates on our senior
notes increased by 10%, we estimate the fair vaflwair fixed rate debt at June 30, 2010 would iasecby approximately $9.9 million, and if
the discount rates on our senior notes decreas&0%y we estimate the fair value would decreasagpyoximately $9.9 million.

As of June 30, 2010, the fair market valu&ENP’s interest rate swaps was a net liability gfragimately $3.0 million. If the Eurodollar
rate increased by 10%, we estimate the liabilityMialecrease to approximately $2.9 million, anithé Eurodollar rate decreased by 10%, we
estimate the liability would increase to approxiehat$3.1 million.

Please read Note 5 to the Unaudited Conde@eadolidated Financial Statements for details idiggrour long-term debt.

Commodity Derivative Contracts and Commodity PBemsitivity

From time to time, we enter into various aitlanatural gas derivative contracts to provide@memic hedge of our exposure to
commodity price risk associated with anticipatetife oil and natural gas production. We do not lwlésue derivative financial instruments
for trading purposes. These contracts have codsidtprice floors, collars, and fixed price swapke production that we hedge has varied
from year to year depending on our levels of delbtfnancial strength and expectation of future nuodity prices. In early 2009, we begal
employ a strategy to hedge a portion of our pradadboking out 12 to 15 months from each quarsrwe believe it is important to protect
our future cash flow to provide a level of assumafar our capital spending in those future periodgght of current worldwide economic
uncertainties. However, as a result of the Encoeegdr and the
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higher debt levels necessary to finance it, weredtato costless collars in November 2009 and Ma@10, to hedge a significant portion of
our forecasted production through 2011. Given #ie ef the Southern Assets commencing in May 20&0returned to our strategy initiated
during early 2009 whereby we hedge a portion ofppaduction for the next 12 to 15 months, as disedsabove. Please read Notes 6 anc
the Unaudited Condensed Consolidated Financia¢®tatts for additional information regarding our coodity derivative contracts.

All of the mark-to-market valuations used éorr oil and natural gas derivatives are provide@ktgrnal sources and are based on prices
that are actively quoted. We manage and controket@nd counterparty credit risk through estabtisinéernal control procedures that are
reviewed on an ongoing basis. We attempt to mirenaizdit risk exposure to counterparties throughnéd credit policies, monitoring
procedures, and diversification. All of our comntgdierivative contracts are with parties that arelers under our revolving credit
agreement and all of ENP’s commodity derivativetcats are with parties that are lenders undeeitslving credit agreement. We have
included an estimate of nonperformance risk infélirevalue measurement of our oil and natural gasvdtive contracts. We have measured
nonperformance risk based upon credit default swapsedit spreads. At June 30, 2010 and Decenthe2@®9, the net asset (liability) of ¢
open commodity derivative contracts was reduce#ilbg million and $0.8 million, respectively, fortiesated nonperformance risk.

For accounting purposes, we do not apply hedgeunting to our commodity derivative contra@tsis means that any changes in the fair
value of these derivative contracts will be chargedarnings on a quarterly basis instead of chgrtfie effective portion to other
comprehensive income and the ineffective portioeamings.

At June 30, 2010, our commodity derivativetcacts were recorded at their fair value, which waet asset of approximately
$109.7 million (excluding $38.1 million of deferredemiums that Denbury is obligated to pay fodisivative contracts, which payments are
not subject to changes in commodity prices), ai@@mt change from the $128.7 million fair valuatility recorded at December 31, 2009.
This change is primarily related to the expiratigroil derivative contracts during the first quarté 2010 and to the oil and natural gas futi
prices as of June 30, 2010 in relation to the nemwrnodity derivative contracts for 2010 and 2011 tira entered into during the first quarter
of 2010.

Based on NYMEX crude oil and natural gas fesuprices as of June 30, 2010, and assuming Hdikoancrease and decrease thereon, we
would expect to make or receive payments on oudecnil and natural gas derivative contracts as setre following table:

Crude Oil Natural Gas
Derivative Derivative
Contracts Contracts
Receipt /
In thousand: (Payment’ Receipt
Based on
NYMEX futures prices as of June 30, 2( $(14,57() $54,85¢
10% increase in price (43,389 31,43:
10% decrease in pric 31,131 78,45¢

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedurd& maintain disclosure controls and proceduredgéised in Rules 13a-15(e) and
15d-15(e) of the Securities Exchange Act of 1934, cstitgl of internal controls designed to ensure itifarmation required to be disclosec
our filings under the Securities Exchange Act i34 % recorded, processed, summarized and repeitieith the time periods specified in the
SEC's rules and forms and that such information is aedated and communicated to management, includim@bief Executive Officer an
our Chief Financial Officer. Our Chief Executivefioér and Chief Financial Officer have evaluated disclosure controls and procedures as
of the end of the period covered by this quartegfyort on Form 10-Q and have determined that sisthodure controls and procedures are
effective in ensuring that material information uegd to be disclosed in this quarterly reportdsuanulated and communicated to them and
our management to allow
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timely decisions regarding required disclosure.

Evaluation of Changes in Internal Control Over Fit#al Reporting There have been no changes in our internal coowenl financial
reporting during the most recently completed quattat have materially affected, or are reasonbkdjy to materially affect, our internal
control over financial reporting.
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PART Il. OTHER INFORMATION

Item 1. Legal Proceedings

Information with respect to this item is inporated by reference from our Annual Report on FbéaK for the year ended December 31,
2009, updated as follows. On June 11, 2010, Judg®a&tk, the Presiding Judge in fkeani andScottclass action cases related to the En
Merger and pending in Tarrant County District Cograinted the defendants’ motions striking the raeodass action claims of the Harbor
Police Retirement System and Harbor Police effarigtervene in thésrani andScottcases. On August 5, 2010, Judge Womack prelimyr
approved the Stipulation of Settlement dated JJ)Q10, settling thisrani andScottcases, permitting Encore shareholders the rigbpte
out of the settlement, appointing representatifekeclass and their counsel, approving the naifadass action which must be mailed to
former Encore shareholders by August 26, 2010 sattithg a hearing on October 21, 2010 to considat &pproval of the settlement,
certification of the class and dismissal of theecagth prejudice. The settlement amount agreed wyitinthelsrani andScottplaintiffs is
immaterial to us.

Iltem 1A. Risk Factors

Information with respect to the risk factoestbeen incorporated by reference from Iltem 1AuofAnnual Report on Form 10-K for the
year ended December 31, 2009. There have been tevimhahanges to the risk factors since the filmiguch Form 1-K.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

Issuer Purchases of Equity Securities

The following table summarizes purchases ofomunmon stock during the second quarter of 2010:

Total Number of Approximate Dollar

Total Shares Purchasec Value of Shares

Number of Average as Part of Publicly that May Yet Be
Shares Price Paid Announced Plans o Purchased Under the
Month Purchasec per Share Programs Plans or Programs
April 2010 25,32¢ $ 17.9¢ — —
May 2010 18,95¢ 16.41 — —
June 201( 18,99: 15.3¢ — —
Total 63,28( 16.7¢ — —

These shares were purchased from our emplayie@slelivered shares to us to satisfy their takolding requirements related to the
vesting of restricted shares.

Item 6. Exhibits

Exhibit Description

10.1 First Amendment to Credit Agreement, dated as of W& 2010, among Denbury Resources Inc., as Bemaive financial
institutions listed on Schedule 1.1 thereto, askBadgPMorgan Chase Bank, N.A., as Administrative#tgBanc of America
Securities LLC, as Syndication Agent, and BNP RemijlThe Bank of Nova Scotia, and Credit Suisser8==u(USA) LLC, as
Co-Documentation Agents (incorporated by referegndexhibit 10.1 of our Current Report on Form 8fiked with the SEC on
May 19, 2010)

10.2 Purchase and Sale Agreement, dated March 31, 2€f¢@tive May 1, 2010, by and between Encore Op&gaL..P. and
Quantum Resources Management, LLC (incorporate@feyence to Exhibit 10.6 of our Quarterly Repartfmrm 10-Q for the
quarter ended March 31, 2010, filed with the SEQVay 10, 2010)

10.3+ 2004 Omnibus Stock and Incentive Plan for DenbwgdRirces Inc. (Updated as of May 19, 2010) (inaated by reference
Exhibit 99.1 of our Current Report on Forl-K, filed with the SEC on May 25, 201(

10.4+ Form of 2010 Performance Stock Award under the ZD8%ibus Stock and Incentive Plan for Denbury Resgsilnc.
(Updated as of May 19, 2010) (incorporated by exfee to Exhibit 99..
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Exhibit Description
of our Current Report on Forn-K, filed with the SEC on May 25, 201(
10.5+ Form of 2010 Performance Cash Award under the ZDdibus Stock and Incentive Plan for Denbury Resssuinc. (Update
as of May 19, 2010) (incorporated by referencexbiliit 99.3 of our Current Report on Form 8-K, filevith the SEC on
May 25, 2010)
31.1* Certification of Chief Executive Officer Pursuant$ection 302 of the Sarba-Oxley Act of 2002
31.2* Certification of Chief Financial Officer Pursuant$ection 302 of the Sarba-Oxley Act of 2002
32* Certification of Chief Executive Officer and Chiginancial Officer Pursuant to Section 906 of theb&ae-Oxley Act of 2002
101* The following financial statements from our QudstéReport on Form 10-Q for the quarter ended Juhe810, formatted in

XBRL: (1) Unaudited Condensed Consolidated Baleé®lueets, (2) Unaudited Condensed Consolidated Statsrof
Operations, (3) Unaudited Condensed Consolidatai®ents of Cash Flows, (4) Unaudited Condenseddlidated
Statement of Changes in Equity, and (5) Unauditeddénsed Consolidated Statements of Comprehengi@eatbns

* Filed herewith
+ Compensatory arrangeme
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SIGNATURES

Pursuant to the requirements of the Secuiitiehange Act of 1934, the registrant has duly edukis report to be signed on its behalf by
the undersigned thereunto duly authorized.

DENBURY RESOURCES INC.

By: /s/ Mark C. Allen
Mark C. Allen
Senior Vice President, Chief Financial Officer,
Treasurer, and Assistant Secret:

By: /s/ Alan Rhoades
Alan Rhoades
Vice President, Accountini

Date: August 9, 2010
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Exhibit 31.1

CERTIFICATION UNDER SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Phil Rykhoek, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of Denbury Resources Inc. (t“registran”);

Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to the
period covered by this repo

Based on my knowledge, the financial statésjend other financial information included iistheport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this rep

The registrant’s other certifying officemsdal are responsible for establishing and maintginiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

(@) Designed such disclosure controls and pharas, or caused such disclosure controls and guoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingmared

(b) Designed such internal control over finahegporting, or caused such internal control diremcial reporting to be designed
under our supervision, to provide reasonable assargegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoece with generally accepted accounting princij

(c) Evaluated the effectiveness of the regimstsadisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure conints procedures, as of the end of the period coueyéhis report based on su
evaluation; ant

(d) Disclosed in this report any change inrdgistrant’s internal control over financial repog that occurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

The registrant’s other certifying officemsdal have disclosed, based on our most recent atiaituof internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions

(&) All significant deficiencies and materiagéaknesses in the design or operation of internarabover financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

(b) Any fraud, whether or not material, thatdtves management or other employees who havendisant role in the registrant’s
internal control over financial reportin

August 9, 2010 /s/ Phil Rykhoek

Phil Rykhoek
Chief Executive Office



Exhibit 31.2

CERTIFICATION UNDER SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Mark C. Allen, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of Denbury Resources Inc. (t“registran”);

Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to the
period covered by this repo

Based on my knowledge, the financial statésjend other financial information included iistheport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this rep

The registrant’s other certifying officemsdal are responsible for establishing and maintginiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

(@) Designed such disclosure controls and pharas, or caused such disclosure controls and guoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingmared

(b) Designed such internal control over finahegporting, or caused such internal control diremcial reporting to be designed
under our supervision, to provide reasonable assargegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoece with generally accepted accounting princij

(c) Evaluated the effectiveness of the regimstsadisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure conints procedures, as of the end of the period coueyéhis report based on su
evaluation; ant

(d) Disclosed in this report any change inrdgistrant’s internal control over financial repog that occurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

The registrant’s other certifying officemsdal have disclosed, based on our most recent atiaituof internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions)

(&) All significant deficiencies and materiagéaknesses in the design or operation of internarabover financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

(b) Any fraud, whether or not material, thatdtves management or other employees who havendisant role in the registrant’s
internal control over financial reportin

August 9, 2010 /sl Mark C. Allen

Mark C. Allen
Senior Vice President, Chief Financial Offic
Treasurer, and Assistant Secret



Exhibit 32

Certification of Chief Executive Officer and Chief Financial Officer
Pursuant to Section 906 of the Sarbanes-Oxley Acf 2002

In connection with the accompanying Quart&gport on Form 10-Q for the quarter ended Jun2@D) (the “Report”) of Denbury
Resources Inc. (“Denbury”) as filed with the Settesiand Exchange Commission on August 9, 201( eathe undersigned, in his capacity
as an officer of Denbury, hereby certifies pursuarit8 U.S.C. Section 1350, as adopted pursugdettion 906 of the Sarbanes-Oxley Act of
2002, that to his knowledge:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangech 1934, as amende

and
2. The information contained in the Reportljapresents, in all material respects, the finadnmiadition and results of operations of
Denbury.
Dated: August 9, 2010 /s/ Phil Rykhoek
Phil Rykhoek
Chief Executive Office
Dated: August 9, 2010 /sl Mark C. Allen

Mark C. Allen
Senior Vice President, Chief Financial Offic
Treasurer, and Assistant Secret



