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References in this report to the “Company” and “SandRidge” mean SandRidge Energy, Inc., including its consolidated subsidiaries and variable interest
entities of which it is the primary beneficiary.

DISCLOSURES REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q (“Quarterly Report”) of the Company includes “forward-looking statements” within the meaning of Section 27A of
the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). These
statements  express  a  belief,  expectation  or  intention  and generally  are  accompanied  by words  that  convey projected  future  events  or  outcomes.  These  forward-
looking statements may include projections and estimates concerning the Company’s capital expenditures, liquidity, capital resources and debt profile, the timing
and  success  of  specific  projects,  outcomes  and  effects  of  litigation,  claims  and  disputes,  elements  of  the  Company’s  business  strategy,  compliance  with
governmental  regulation  of  the  oil  and  natural  gas  industry,  including  environmental  regulations,  acquisitions  and  divestitures  and  the  effects  thereof  on  the
Company’s financial condition and other statements concerning the Company’s operations and financial performance and condition. Forward-looking statements
are generally accompanied by words such as “estimate,”  “assume,” “target,”  “project,”  “predict,”  “believe,” “expect,”  “anticipate,”  “potential,”  “could,” “may,”
“foresee,”  “plan,”  “goal,”  “should,”  “intend”  or  other  words  that  convey  the  uncertainty  of  future  events  or  outcomes.  The  Company has  based  these  forward-
looking statements on its current expectations and assumptions about future events. These statements are based on certain assumptions and analyses made by the
Company in light of its experience and perception of historical trends, current conditions and expected future developments as well as other factors the Company
believes are appropriate under the circumstances. The actual results or developments anticipated may not be realized or, even if substantially realized, may not have
the  expected  consequences  to  or  effects  on  the  Company’s  business  or  results.  Such  statements  are  not  guarantees  of  future  performance  and  actual  results  or
developments may differ materially from those projected in such forward-looking statements. These forward-looking statements speak only as of the date hereof.
The Company disclaims any obligation to update or revise these forward-looking statements unless required by law, and it  cautions readers not to rely on them
unduly.  While  the  Company’s  management  considers  these  expectations  and  assumptions  to  be  reasonable,  they  are  inherently  subject  to  significant  business,
economic, competitive, regulatory and other risks, contingencies and uncertainties relating to, among other matters, the risks and uncertainties discussed in “Risk
Factors” in Item 1A of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2014 (the “ 2014 Form 10-K”) and in Item 1A of this
Quarterly Report.
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PART I. Financial Information

ITEM 1. Financial Statements
SANDRIDGE ENERGY, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except per share data)  

 
September 30, 

2015  
December 31, 

2014
 (Unaudited)

ASSETS    
Current assets    

Cash and cash equivalents $ 790,142  $ 181,253
Accounts receivable, net 198,205  330,077
Derivative contracts 103,317  291,414
Prepaid expenses 11,308  7,981
Other current assets 6,025  21,193

Total current assets 1,108,997  831,918
Oil and natural gas properties, using full cost method of accounting    

Proved 12,302,551  11,707,147
Unproved 260,657  290,596
Less: accumulated depreciation, depletion and impairment (10,235,369)  (6,359,149)

 2,327,839  5,638,594
Other property, plant and equipment, net 507,247  576,463
Derivative contracts 16,249  47,003
Other assets 142,750  165,247

Total assets $ 4,103,082  $ 7,259,225

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SANDRIDGE ENERGY, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS - Continued

(In thousands, except per share data)  

 
September 30, 

2015  
December 31, 

2014
 (Unaudited)

LIABILITIES AND STOCKHOLDERS’ (DEFICIT) EQUITY    
Current liabilities    

Accounts payable and accrued expenses $ 445,045  $ 683,392
Derivative contracts 369  —
Deferred tax liability 51,126  95,843
Other current liabilities —  5,216

Total current liabilities 496,540  784,451
Long-term debt 3,936,994  3,195,436
Derivative contracts 326  —
Asset retirement obligations 58,121  54,402
Other long-term obligations 14,371  15,116

Total liabilities 4,506,352  4,049,405
Commitments and contingencies (Note 10)  
Equity    
SandRidge Energy, Inc. stockholders’ (deficit) equity    

Preferred stock, $0.001 par value, 50,000 shares authorized    
8.5% Convertible perpetual preferred stock; 2,650 shares issued and outstanding at September 30, 2015 and

December 31, 2014; aggregate liquidation preference of $265,000 3  3
7.0% Convertible perpetual preferred stock; 3,000 shares issued and outstanding at September 30, 2015 and

December 31, 2014; aggregate liquidation preference of $300,000 3  3
Common stock, $0.001 par value; 1,800,000 shares authorized, 547,718 issued and 546,157 outstanding at September

30, 2015; 800,000 shares authorized, 485,932 issued and 484,819 outstanding at December 31, 2014 542  477
Additional paid-in capital 5,270,225  5,204,024
Additional paid-in capital—stockholder receivable (2,500)  (2,500)
Treasury stock, at cost (6,876)  (6,980)
Accumulated deficit (6,328,118)  (3,257,202)

Total SandRidge Energy, Inc. stockholders’ (deficit) equity (1,066,721)  1,937,825
Noncontrolling interest 663,451  1,271,995

Total stockholders’ (deficit) equity (403,270)  3,209,820

Total liabilities and stockholders’ (deficit) equity $ 4,103,082  $ 7,259,225

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SANDRIDGE ENERGY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share data)

 Three Months Ended September 30,  Nine Months Ended September 30,

 2015  2014  2015  2014
 (Unaudited)
Revenues        

Oil, natural gas and NGL $ 165,135  $ 359,613  $ 575,399  $ 1,104,835
Drilling and services 4,572  21,348  19,658  57,280
Midstream and marketing 8,838  11,922  26,208  44,706
Other 1,607  1,224  3,802  5,056

Total revenues 180,152  394,107  625,067  1,211,877
Expenses        

Production 72,884  82,664  244,158  256,473
Production taxes 3,652  8,380  12,548  24,027
Cost of sales 4,323  15,992  22,034  38,942
Midstream and marketing 6,633  11,405  22,464  40,659
Depreciation and depletion—oil and natural gas 66,501  112,569  266,906  325,021
Depreciation and amortization—other 11,379  14,417  37,234  45,350
Accretion of asset retirement obligations 1,132  1,116  3,323  7,927
Impairment 1,074,588  54  3,647,845  167,966
General and administrative 34,233  24,589  108,764  95,042
Gain on derivative contracts (42,211)  (132,575)  (59,034)  (4,792)
Loss (gain) on sale of assets 6,771  (995)  2,097  (978)

Total expenses 1,239,885  137,616  4,308,339  995,637
(Loss) income from operations (1,059,733)  256,491  (3,683,272)  216,240

Other (expense) income        
Interest expense (77,000)  (59,783)  (213,569)  (183,689)
Gain on extinguishment of debt 340,699  —  358,633  —
Other (expense) income, net (426)  (273)  1,208  3,159

Total other income (expense) 263,273  (60,056)  146,272  (180,530)
(Loss) income before income taxes (796,460)  196,435  (3,537,000)  35,710
Income tax expense (benefit) 25  (1,064)  90  (2,131)
Net (loss) income (796,485)  197,499  (3,537,090)  37,841
Less: net (loss) income attributable to noncontrolling interest (156,073)  40,161  (493,243)  49,733
Net (loss) income attributable to SandRidge Energy, Inc. (640,412)  157,338  (3,043,847)  (11,892)
Preferred stock dividends 9,114  11,381  27,069  39,144

(Loss applicable) income available to SandRidge Energy, Inc.
common stockholders $ (649,526)  $ 145,957  $ (3,070,916)  $ (51,036)

(Loss) income per share        
Basic $ (1.23)  $ 0.30  $ (6.14)  $ (0.11)

Diluted $ (1.23)  $ 0.27  $ (6.14)  $ (0.11)

Weighted average number of common shares outstanding        
Basic 526,388  485,458  500,077  485,194

Diluted 526,388  575,911  500,077  485,194

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SANDRIDGE ENERGY, INC.
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’ (DEFICIT) EQUITY

(In thousands)  

 SandRidge Energy, Inc. Stockholders     

 
Convertible Perpetual

Preferred Stock  Common Stock  Additional
Paid-In
Capital

 
Treasury
Stock

 
Accumulated

Deficit

 Non-
controlling
Interest

 

Total Shares  Amount  Shares  Amount      
 (Unaudited)
Nine Months Ended September 30, 2015               
Balance at December 31, 2014 5,650  $ 6  484,819  $ 477  $ 5,201,524  $ (6,980)  $ (3,257,202)  $ 1,271,995  $ 3,209,820
Distributions to noncontrolling

interest owners —  —  —  —  —  —  —  (115,301)  (115,301)

Purchase of treasury stock —  —  —  —  —  (2,347)  —  —  (2,347)

Retirement of treasury stock —  —  —  —  (2,347)  2,347  —  —  —
Stock distributions, net of

purchases - retirement plans —  —  (448)  —  27  104  —  —  131

Stock-based compensation —  —  —  —  17,251  —  —  —  17,251
Issuance of restricted stock

awards, net of cancellations —  —  1,485  4  (4)  —  —  —  —

Common stock issued for debt —  —  36,012  36  35,111  —  —  —  35,147

Net loss —  —  —  —  —  —  (3,043,847)  (493,243)  (3,537,090)
Convertible perpetual preferred

stock dividends —  —  24,289  25  16,163  —  (27,069)  —  (10,881)

Balance at September 30, 2015 5,650  $ 6  546,157  $ 542  $ 5,267,725  $ (6,876)  $ (6,328,118)  $ 663,451  $ (403,270)

The accompanying notes are an integral part of these condensed consolidated financial statements .
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SANDRIDGE ENERGY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

 Nine Months Ended September 30,

 2015  2014
 (Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES    

Net (loss) income $ (3,537,090)  $ 37,841
Adjustments to reconcile net (loss) income to net cash provided by operating activities    

Depreciation, depletion and amortization 304,140  370,371
Accretion of asset retirement obligations 3,323  7,927
Impairment 3,647,845  167,966
Debt issuance costs amortization 8,324  7,045
Amortization of discount, net of premium, on long-term debt 1,053  394
Gain on extinguishment of debt (358,633)  —
Write off of debt issuance costs 7,108  —
Gain on long-term debt holder conversion feature (10,146)  —
Cash paid for early conversion of convertible notes (2,708)  —
Gain on derivative contracts (59,034)  (4,792)
Cash received (paid) on settlement of derivative contracts 278,581  (48,816)
Loss (gain) on sale of assets 2,097  (978)
Stock-based compensation 15,170  15,853
Other 1,772  488
Changes in operating assets and liabilities 59,084  (157,615)

Net cash provided by operating activities 360,886  395,684
CASH FLOWS FROM INVESTING ACTIVITIES    

Capital expenditures for property, plant and equipment (761,905)  (1,071,465)
Acquisition of assets (3,231)  (16,920)
Proceeds from sale of assets 35,387  714,294

Net cash used in investing activities (729,749)  (374,091)
CASH FLOWS FROM FINANCING ACTIVITIES    

Proceeds from borrowings 2,190,000  —
Repayments of borrowings (1,034,466)  —
Debt issuance costs (48,021)  —
Proceeds from sale of royalty trust units —  22,119
Noncontrolling interest distributions (115,301)  (150,440)
Acquisition of ownership interest —  (2,730)
Stock-based compensation excess tax benefit —  14
Purchase of treasury stock (3,198)  (8,278)
Repurchase of common stock —  (17,542)
Dividends paid — preferred (11,262)  (45,025)
Cash paid on settlement of financing derivative contracts —  (44,128)

Net cash provided by (used in) financing activities 977,752  (246,010)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 608,889  (224,417)
CASH AND CASH EQUIVALENTS, beginning of year 181,253  814,663

CASH AND CASH EQUIVALENTS, end of period $ 790,142  $ 590,246

Supplemental Disclosure of Cash Flow Information    
Cash paid for interest, net of amounts capitalized $ (213,578)  $ (209,939)
Cash paid for income taxes $ (95)  $ (543)

Supplemental Disclosure of Noncash Investing and Financing Activities    
Change in accrued capital expenditures $ 160,853  $ (49,072)
Equity issued for debt $ (35,147)  $ —
Preferred stock dividends paid in common stock $ (16,188)  $ —

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SANDRIDGE ENERGY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1 . Basis of Presentation

Nature
of
Business.
 SandRidge Energy, Inc. is an oil and natural gas company with a principal focus on exploration and production activities in the Mid-
Continent  region  of  the  United  States.  The  Company  owns  and  operates  additional  interests  in  west  Texas.  The  Company  also  operates  businesses  and
infrastructure  systems  that  are  complementary  to  its  primary  exploration  and  production  activities,  including  gas  gathering  and  processing  facilities,  marketing
operations, a saltwater gathering and disposal system, an electrical transmission system and a drilling and related oil field services business.

Principles 
of 
Consolidation.
  The  consolidated  financial  statements  include  the  accounts  of  the  Company  and  its  wholly  owned  or  majority  owned
subsidiaries  and  variable  interest  entities  (“VIEs”)  for  which  the  Company  is  the  primary  beneficiary.  Noncontrolling  interest  represents  third-party  ownership
interests  in  the  Company’s  subsidiaries  and  consolidated  VIEs  and  is  included  as  a  component  of  equity  in  the  consolidated  balance  sheets  and  consolidated
statement of changes in equity. All significant intercompany accounts and transactions have been eliminated in consolidation.

Variable
Interest
Entities.
An entity is referred to as a VIE if it possesses one of the following criteria: (i) it is thinly capitalized, (ii) the residual equity
holders do not control the entity, (iii) the equity holders are shielded from economic losses, (iv) the equity holders do not participate fully in the entity’s residual
economics,  or  (v)  the  entity  was  established  with  non-substantive  voting  interests.  The  Company  consolidates  a  VIE  when  it  has  determined  it  is  the  primary
beneficiary,  which  requires  significant  judgment.  The  primary  beneficiary  of  a  VIE  is  that  variable  interest  holder  possessing  a  controlling  financial  interest
through (i) its power to direct the activities of the VIE that most significantly impact the VIE’s economic performance and (ii) its obligation to absorb losses or its
right to receive benefits from the VIE that could potentially be significant to the VIE. In order to determine whether the Company owns a variable interest in a VIE
and the significance of the variable interest, the Company performs a qualitative analysis of the entity’s design, organizational structure, primary decision makers
and related  financial  agreements.  In  addition to  the  VIEs that  the  Company consolidates,  the  Company also holds  a  variable  interest  in  another  VIE that  is  not
consolidated as it was determined that the Company is not the entity’s primary beneficiary. The Company monitors both consolidated and unconsolidated VIEs to
determine if any events have occurred that could cause the primary beneficiary to change. See Note 3 for discussion of the Company’s significant associated VIEs.

Interim
Financial 
Statements.
  The accompanying unaudited condensed consolidated  financial  statements  as  of December  31,  2014 have been derived
from the audited financial statements contained in the Company’s 2014 Form 10-K. The unaudited interim condensed consolidated financial statements have been
prepared in accordance with the accounting policies stated in the audited consolidated financial statements contained in the 2014 Form 10-K. Certain information
and disclosures normally included in financial  statements prepared in accordance with accounting principles generally accepted in the United States of America
(“GAAP”) have been condensed or omitted, although the Company believes that the disclosures contained herein are adequate to make the information presented
not  misleading.  In  the  opinion  of  management,  the  accompanying  financial  statements  include  all  adjustments,  which  consist  of  normal  recurring  adjustments,
necessary  to  state  fairly  the  information  in  the  Company’s  accompanying  unaudited  condensed  consolidated  financial  statements.  These  unaudited  condensed
consolidated financial statements should be read in conjunction with the financial statements and notes thereto included in the 2014 Form 10-K.

Significant
Accounting
Policies.
For a description of the Company’s significant accounting policies, see Note  1 of the consolidated financial statements
included in the 2014 Form 10-K.

Reclassifications.
Certain reclassifications have been made to the prior period financial statements to conform to the current period presentation. These
reclassifications have no effect on the Company’s previously reported results of operations.

Use 
of 
Estimates.
  The  preparation  of  the  accompanying  unaudited  condensed  consolidated  financial  statements  in  conformity  with  GAAP  requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the reporting period.

The more significant areas requiring the use of assumptions, judgments and estimates include: oil, natural gas and natural gas liquids (“NGL”) reserves;
cash  flow  estimates  used  in  the  valuation  of  guarantees;  impairment  tests  of  long-lived  assets;  depreciation,  depletion  and  amortization;  asset  retirement
obligations;  determinations of significant  alterations to the full  cost pool and related estimates of fair  value used to allocate the full  cost pool net book value to
divested properties, as necessary; income
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SANDRIDGE ENERGY, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
(Unaudited)

taxes;  valuation  of  derivative  instruments;  contingencies;  and  accrued  revenue  and  related  receivables.  Although  management  believes  these  estimates  are
reasonable, actual results could differ significantly.

Recent
Accounting
Pronouncements.
In April 2014, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”)
2014-08, “Reporting Discontinued Operations and Disclosures of Disposals of Components of an Entity,” which amends the definition of a discontinued operations
to  elevate  the  threshold  for  a  disposal  transaction  to  qualify  as  a  discontinued  operation  and  requires  entities  to  provide  additional  disclosures  for  disposal
transactions that do not meet the discontinued operations criteria. The guidance is effective prospectively for all disposals (except disposals classified as held for
sale before the adoption date) or components initially classified as held for sale in periods beginning on or after December 15, 2014, with early adoption permitted.
The guidance was adopted January 1, 2015 and had no impact for the nine -month period ended September 30, 2015 .

Recent
Accounting
Pronouncements
Not
Yet
Adopted.
In May 2014, the FASB issued ASU 2014-09, “Revenue from Contracts with Customers,” which
outlines a  single comprehensive model  for  entities  to use in accounting for  revenue arising from contracts  with customers and supersedes most  current  revenue
recognition guidance, including industry-specific guidance. The core principle requires that an entity recognize revenue to depict the transfer of promised goods or
services to customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. Certain of the
provisions also amend or supersede existing guidance applicable to the recognition of a gain or loss on transfers of nonfinancial assets that are not an output of an
entity’s  ordinary  activities,  including  sales  of  property,  plant  and  equipment  and  real  estate.  In  August,  2015,  the  FASB issued  ASU 2015-14,  "Revenue  from
Contracts  with  Customers  (Topic  606):  Deferral  of  the  Effective  Date,"  which  defers  the  effective  date  of  ASU  2014-09  to  annual  periods  beginning  after
December 15, 2017, and interim periods within that reporting period. Early adoption is permitted, and either a full retrospective or modified approach may be used
for  adoption.  The  Company  is  currently  evaluating  the  effect,  if  any,  that  the  updated  standard  will  have  on  its  consolidated  financial  statements  and  related
disclosures.

In August 2014, the FASB issued ASU 2014-15, “Disclosure of Uncertainties about an Entity’s Ability to Continue as a Going Concern,” which provides
guidance on determining when and how to disclose  going-concern uncertainties  in  the financial  statements.  The new standard requires  management  to  perform
interim and annual assessments of an entity’s ability to continue as a going concern within one year of the date the financial statements are issued. An entity must
provide certain disclosures if “conditions or events raise substantial doubt about the entity’s ability to continue as a going concern.” The guidance is effective for
annual periods ending after December 15, 2016, and interim periods thereafter, with early adoption permitted. The Company is currently evaluating the effect the
guidance will have on its related disclosures.

In February 2015, the FASB issued ASU 2015-02, "Amendments to the Consolidation Analysis," which makes changes to both the variable interest model
and  the  voting  model,  affecting  all  reporting  entities  involved  with  limited  partnerships  or  similar  entities,  particularly  industries  such  as  the  oil  and  gas,
transportation and real estate sectors. In addition to reducing the number of consolidation models from four to two, the guidance simplifies and improves current
guidance by placing more emphasis on risk of loss when determining a controlling financial interest and reducing the frequency of the application of related-party
guidance when determining a controlling financial interest in a VIE. The requirements of the guidance are effective for annual reporting periods beginning after
December 15, 2015, including interim periods within that reporting period, with early adoption permitted. The Company is currently evaluating the effect, if any,
that the updated standard will have on its consolidated financial statements and related disclosures.

In April 2015, the FASB issued ASU 2015-03, "Simplifying the Presentation of Debt Issuance Costs," which requires debt issuance costs to be presented
in  the  balance  sheet  as  a  direct  deduction  from the  associated  debt  liability,  consistent  with  the  presentation  of  a  debt  discount.  The  guidance  is  effective  on  a
retrospective basis for annual periods beginning after December 15, 2015, including interim periods within that reporting period, with early adoption permitted.
Adoption of the guidance will  result  in a decrease to the Company's assets and liabilities  in the consolidated balance sheets,  with no impact to the consolidated
statements of operations.
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SANDRIDGE ENERGY, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
(Unaudited)

2 . Divestitures

Sale of Gulf of Mexico and Gulf Coast Properties

On February 25, 2014 , the Company sold subsidiaries that owned the Company’s Gulf of Mexico and Gulf Coast oil and natural gas properties (the “Gulf
Properties”) to Fieldwood Energy, LLC (“Fieldwood”) for approximately $702.6 million ,  net of working capital  adjustments and post-closing adjustments,  and
Fieldwood’s assumption of  approximately $366.0 million of related asset  retirement  obligations.  This transaction did not  result  in a significant  alteration of the
relationship between the Company’s capitalized costs and proved reserves and, accordingly, the Company recorded the proceeds as a reduction of its full cost pool
with no gain or loss on the sale. See Note 14 for discussion of Fieldwood’s related party affiliation with the Company.

In  accordance  with  the  terms  of  the  sale,  the  Company  agreed  to  guarantee  on  behalf  of  Fieldwood  certain  plugging  and  abandonment  obligations
associated  with  the  Gulf  Properties  for  a  period  of  up  to one  year from  the  date  of  closing.  The  Company  recorded  a  liability  equal  to  the  fair  value  of  this
guarantee, or $9.4 million , at the time the transaction closed. As of December 31, 2014, the fair value of the guarantee was approximately $5.1 million . See Note 4
for additional discussion of the determination of the guarantee fair value. The Company did not incur any costs as a result of this guarantee and was released from
the obligation during the third quarter of 2015. Additionally, Fieldwood maintained, for a period of up to one year from the closing date, restricted deposits held in
escrow for plugging and abandonment obligations associated with the Gulf Properties. In the first quarter of 2015, the Company received its share of such deposits,
net of any amounts payable to Fieldwood, or $12.0 million , in accordance with the terms of the sale.

The following table presents revenues and expenses, including direct operating expenses, depletion, accretion of asset retirement obligations and general
and administrative expenses, for the Gulf Properties included in the accompanying unaudited condensed consolidated statement of operations for the nine -month
period ended September 30, 2014 (in thousands):

 
Nine Months Ended September

30, 2014 (1)

Revenues $ 90,920
Expenses $ 63,674
____________________

(1) Includes revenues and expenses through February 25, 2014 , the date of the sale.
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3 . Variable Interest Entities

The Company’s significant associated VIEs, including those for which the Company has determined it is the primary beneficiary and those for which it
has determined it is not, are described below.






Royalty Trusts

SandRidge owns beneficial  interests  in the SandRidge Mississippian Trust  I  (the “Mississippian Trust  I”),  the SandRidge Permian Trust  (the “Permian
Trust”)  and  SandRidge  Mississippian  Trust  II  (the  “Mississippian  Trust  II”)  (each  individually,  a  “Royalty  Trust”  and  collectively,  the  “Royalty  Trusts”).  The
Royalty Trusts are considered VIEs due to the lack of voting or similar decision-making rights of the Royalty Trusts’ equity holders regarding activities that have a
significant effect on the economic success of the Royalty Trusts. The Company has determined it is the primary beneficiary of the Royalty Trusts as it has (a) the
power  to  direct  the  activities  that  most  significantly  impact  the  economic  performance  of  the  Royalty  Trusts  through  (i)  its  participation  in  the  creation  and
structure  of  the  Royalty  Trusts,  (ii)  the  manner  in  which it  fulfilled  its  drilling  obligations  to  the  Royalty  Trusts  as  discussed  below and (iii)  its  operation  of  a
majority of the oil and natural gas properties that are subject to the conveyed royalty interests and marketing of the associated production, and (b) the obligation to
absorb losses and right to receive residual returns, through its variable interests in the Royalty Trusts, including ownership of common and/or subordinated units,
that  could potentially  be significant  to the Royalty Trusts.  As a result,  the Company consolidates  the activities  of the Royalty Trusts.  The common units  of the
Royalty Trusts owned by third parties are reflected as noncontrolling interest in the consolidated financial statements.

Common and subordinated units outstanding as of September 30, 2015 and December 31, 2014 for each Royalty Trust are as follows:

  Mississippian Trust I  Permian Trust  Mississippian Trust II

Total outstanding common units(1)  28,000,000  39,375,000  37,293,750
Total outstanding subordinated units(2)  —  13,125,000  12,431,250
____________________

(1) The  Mississippian  Trust  I’s  previously  outstanding  subordinated  units,  all  of  which  were  held  by  SandRidge,  converted  to  common  units  in  the  third
quarter of 2014.

(2) All outstanding subordinated units are owned by SandRidge.

The Company’s beneficial interests in the Royalty Trusts at September 30, 2015 and December 31, 2014 were as follows:

Mississippian Trust I 26.9%
Permian Trust 25.0%
Mississippian Trust II 37.6%

Royalty
Interests.
Concurrent with the closing of the Mississippian Trust I and the Permian Trust initial public offerings in 2011 and the closing of the
Mississippian Trust II initial public offering in 2012, the Company conveyed certain royalty interests to each Royalty Trust in exchange for (i) the net proceeds of
the offering and (ii) common and subordinated units representing beneficial interests in the Royalty Trust. Royalty interests conveyed to the Royalty Trusts were in
certain existing wells and wells to be drilled on oil and natural gas properties leased by the Company in defined areas of mutual interest.

Pursuant to the agreements governing the Royalty Trusts, the Mississippian Trust I will terminate in 2030 and the Permian Trust and Mississippian Trust
II  will  terminate  in  2031.  Upon  termination, 50% of  the  royalty  interests  conveyed  to  the  Royalty  Trust  will  automatically  revert  to  the  Company,  and  the
remaining 50% will be sold, with the proceeds distributed to the Royalty Trust unitholders.

Drilling 
Obligations.
The  Company  and  one  of  its  wholly  owned  subsidiaries  entered  into  a  development  agreement  with  each  Royalty  Trust  upon
conveyance of the royalty interests that obligated the Company to drill,  or cause to be drilled, a specified number of wells which are also subject to the royalty
interests within respective areas of mutual interest by a specified date. One of the Company’s wholly owned subsidiaries also granted to each Royalty Trust a lien
on  the  Company’s  interests  in  the  properties  where  the  development  wells  were  to  be  drilled  in  order  to  secure  the  estimated  amount  of  drilling  costs  for  the
Royalty Trust’s interests in the wells. The total amount recoverable by each Royalty Trust under its respective lien was proportionately reduced
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as the Company drilled and completed the associated development wells. The Company fulfilled its drilling obligation to the Mississippian Trust I in the second
quarter  of  2013,  to  the  Permian  Trust  in  the  fourth  quarter  of  2014  and  to  the  Mississippian  Trust  II  in  the  first  quarter  of  2015  and  the  related  liens  were
automatically released.

Distributions.
The Royalty  Trusts  make  quarterly  cash  distributions  to  unitholders  based  on  calculated  distributable  income.  Outstanding  subordinated
units,  which constitute 25% of  each  Royalty  Trust’s  total  outstanding  units  during the  subordination  period  as  described  below,  are  entitled  to  receive  pro  rata
distributions from the Royalty Trusts each quarter if and to the extent there is sufficient cash to provide a cash distribution on the common units that is no less than
the applicable quarterly subordination threshold. If there is not sufficient cash to fund such a distribution on all common units, the distribution made with respect to
the subordinated units is reduced or eliminated for such quarter in order to make a distribution, to the extent possible, of up to the subordination threshold amount
on all common units, including common units held by the Company. As holder of the subordinated units, SandRidge is entitled to receive incentive distributions
equal to 50% of the amount by which the cash available for distribution on all of the Royalty Trust units exceeds the applicable quarterly incentive threshold.

    
Quarterly distributions declared and paid by the Royalty Trusts during the three and nine -month periods ended September 30, 2015 and 2014 were as

follows (in thousands):

 Three Months Ended September 30,  Nine Months Ended September 30,

 2015(1)  2014(2)  2015(1)  2014(2)

Total distributions $ 34,444  $ 56,191  $ 131,943  $ 184,176
Distributions to third-party unitholders $ 30,611  $ 47,298  $ 115,301  $ 150,440
____________________

(1) Subordination  thresholds  were  not  met  for  the  Permian  Trust  and  Mississippian  Trust  II’s  distributions  for  the three  and  nine -month  periods  ended
September 30, 2015 , resulting in reduced distributions to the Company on its subordinated units for these periods.

(2) Subordination thresholds were not met for the Mississippian Trust I’s distributions for the three and nine -month periods ended September 30, 2014 and
for the Mississippian Trust  II’s  distributions for  the three-month period September 30, 2014 ,  resulting in reduced distributions  to the Company on its
subordinated units for these periods.

See Note 18 for discussion of the Royalty Trusts’ distributions announced in October 2015.

Following the end of the fourth full calendar quarter subsequent to the Company’s satisfaction of its drilling obligation (the “subordination period”), the
subordinated  units  of  each  Royalty  Trust  automatically  convert  into  common  units  on  a  one-for-one  basis  and  the  Company’s  right  to  receive  incentive
distributions terminates. In the third quarter of 2014, the Mississippian Trust I’s subordinated units, all of which were held by SandRidge, converted to common
units. Beginning with the distribution made in November 2014, all of the Mississippian Trust I’s common units share equally in its distributions. Similarly, as a
result of the Company’s fulfillment of its drilling obligations to the Permian Trust and the Mississippian Trust II, the subordinated units of each of these Royalty
Trusts  will  convert  to  common units  on January  1,  2016 and April  1,  2016,  respectively,  and distributions  made in  respect  of  periods  thereafter  will  be  shared
equally by the Royalty Trusts’ common units. The Company will continue to consolidate the activities of the Royalty Trusts as primary beneficiary subsequent to
these  conversions  due  to  the  Company’s  original  participation  in  the  design  of  the  Royalty  Trusts  and  continued  (a)  power  to  direct  the  activities  that  most
significantly impact the economic performance of the Royalty Trusts and (b) obligation to absorb losses and right to receive residual returns through its variable
interests in the Royalty Trusts, including ownership of common units, that could potentially be significant to the Royalty Trusts.

    
Loan
Commitment.
Pursuant to the trust agreements governing the Royalty Trusts, SandRidge has committed to loan funds to each Royalty Trust on an

unsecured basis, with terms substantially the same as would be obtained in an arm’s length transaction between SandRidge and an unaffiliated party, if at any time
the  Royalty  Trust’s  cash  is  not  sufficient  to  pay  ordinary  course  administrative  expenses  as  they  become  due.  Any  funds  loaned  may  not  be  used  to  satisfy
indebtedness  of  the  Royalty  Trust  or  to  make  distributions.  There  were no amounts  outstanding  under  the  loan  commitments  at September  30,  2015 or
December 31, 2014 .

Administrative
Services.
The Company is party to an administrative services agreement with each Royalty Trust, pursuant to which the Company provides
certain administrative services to the Royalty Trust, including hedge management services to the Permian Trust and the Mississippian Trust II during the terms of
the respective derivatives agreements.
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Derivative
Agreements.
The Company executed derivatives agreements with each Royalty Trust, pursuant to which the Company provides to the Royalty
Trust the economic effects of certain of the Company’s derivative contracts. The tables below present the open oil and natural gas commodity derivative contracts
at September 30, 2015 underlying the derivatives agreements with the Mississippian Trust I and Mississippian Trust II. The derivatives agreement with the Permian
Trust contained commodity derivative contracts that covered volumes of oil production through March 31, 2015 and is no longer in effect. The combined volume
in the tables below reflects the total volume of the Royalty Trusts’ open oil and natural gas commodity derivative contracts.

Oil Price Swaps   Underlying the Royalty Trust Derivatives Agreements

 Notional (MBbls)  
Weighted Average

Fixed Price

October 2015 - December 2015 187  $ 97.09

Natural Gas Collars Underlying the Royalty Trust Derivatives Agreements

 Notional (MMcf)  Collar Range

October 2015 - December 2015 255  $ 4.00 — $ 8.55

See Note 8 for further discussion of the derivatives agreement between the Company and each Royalty Trust.
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Assets
and
Liabilities.
Each Royalty Trust’s assets can be used to settle only that Royalty Trust’s obligations and not other obligations of the Company or
another Royalty Trust. The Royalty Trusts’ creditors have no contractual recourse to the general credit of the Company. Although the Royalty Trusts are included
in the Company’s consolidated financial statements, the Company’s legal interest in the Royalty Trusts’ assets is limited to its ownership of the Royalty Trusts’
units.  At September 30, 2015 and December 31, 2014 , $663.5 million and $1.3 billion , respectively, of noncontrolling interest in the accompanying unaudited
condensed  consolidated  balance  sheets  was  attributable  to  the  Royalty  Trusts.  The  Royalty  Trusts’  assets  and  liabilities,  after  considering  the  effects  of
intercompany  eliminations,  included  in  the  accompanying  unaudited  condensed  consolidated  balance  sheets  at September  30,  2015 and December  31,  2014
consisted of the following (in thousands):

 
September 30, 

2015  
December 31, 

2014

Cash and cash equivalents(1) $ 7,702  $ 9,387
Accounts receivable, net 6,032  17,660
Derivative contracts —  6,589

Total current assets 13,734  33,636
Investment in royalty interests(2) 1,325,942  1,325,942
Less: accumulated depletion and impairment(3) (1,051,186)  (284,094)
 274,756  1,041,848

Total assets $ 288,490  $ 1,075,484

Accounts payable and accrued expenses $ 952  $ 2,852

Total liabilities $ 952  $ 2,852
____________________

(1) Includes $3.0 million held by the trustee at September 30, 2015 and December 31, 2014 as reserves for future general and administrative expenses.
(2) Investment in royalty interests is included in oil and natural gas properties in the accompanying unaudited condensed consolidated balance sheets.
(3) Includes  cumulative  full  cost  ceiling  limitation  impairment  of $783.5  million and $42.3  million at September  30,  2015 and December  31,  2014 ,

respectively.

See Note 10 for discussion of the Company’s legal proceedings to which the Mississippian Trust I and Mississippian Trust II are also parties.

Sales 
of 
Common 
Units.
During  the nine -month  period  ended September  30,  2014 ,  the  Company  sold  Permian  Trust  common  units  it  owned  in  a
transaction exempt from registration pursuant to Rule 144 under the Securities Act for proceeds of approximately $22.1 million . The sale was accounted for as an
equity  transaction  with  no  gain  or  loss  recognized.  The  Company  continues  to  be  the  primary  beneficiary  of  the  Permian  Trust  after  consideration  of  this
transaction and continues to consolidate the activities of the Permian Trust as well as the activities of the Mississippian Trust I and Mississippian Trust II.

Grey Ranch Plant, L.P.

The Company owned a 50% interest in Grey Ranch Plant, L.P. (“GRLP”), which represented a variable interest, prior to one of the Company’s wholly
owned subsidiaries acquiring the remaining 50% ownership interest of GRLP from a third party during the first quarter of 2014. The third-party ownership interest
in  GRLP for  the  portion  of  the  period  prior  to  the  Company's  acquisition  of  the  remaining  50% ownership  interest  in  GRLP is  reflected  in  loss  attributable  to
noncontrolling interest  owners in the accompanying unaudited condensed consolidated statement  of operations for  the nine -month period ended September 30,
2014 .  Because  the  Company  was  the  primary  beneficiary  and  consolidated  GRLP,  the  acquisition  of  additional  ownership  interest  was  recorded  as  an  equity
transaction  with  no  gain  or  loss  recognized.  Additionally,  as  a  wholly  owned  subsidiary  of  the  Company,  GRLP  is  no  longer  considered  a  VIE  for  reporting
purposes.

    
Grey Ranch Plant Genpar, LLC

The Company owned a 50% interest in Grey Ranch Plant Genpar, LLC (“Genpar”), the managing partner and 1% owner of GRLP, prior to one of the
Company’s  wholly  owned  subsidiaries  acquiring  the  remaining 50% ownership  interest  of  Genpar  from a  third  party  in  the  first  quarter  of  2014.  Because  the
Company was the primary beneficiary and consolidated Genpar, the

15



Table of Contents
SANDRIDGE ENERGY, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
(Unaudited)

acquisition of additional ownership interest was recorded as an equity transaction with no gain or loss recognized. Additionally, as a wholly owned subsidiary of
the Company, Genpar is no longer considered a VIE for reporting purposes. 





Piñon Gathering Company, LLC

The Company has a gas gathering and operations and maintenance agreement  with Piñon Gathering Company,  LLC (“PGC”) through June 30, 2029 .
Under  the  gas  gathering  agreement,  the  Company  is  required  to  compensate  PGC  for  any  throughput  shortfalls  below  a  required  minimum  volume.  By
guaranteeing a minimum throughput, the Company absorbs the risk that lower than projected volumes will be gathered by the gathering system. Therefore, PGC is
a VIE. Other than as required under the gas gathering and operations and maintenance agreements, the Company has not provided any support to PGC. While the
Company operates the assets of PGC as directed under the operations and management agreement, the member and managers of PGC have the authority to directly
control PGC and make substantive decisions regarding PGC’s activities including terminating the Company as operator without cause. Because the Company does
not have the ability to control the activities of PGC that most significantly impact PGC’s economic performance, the Company is not the primary beneficiary of
PGC and does not consolidate the results of PGC’s activities into its financial statements.

Amounts due from and due to PGC as of September 30, 2015 and December 31, 2014 included in the accompanying unaudited condensed consolidated
balance sheets are as follows (in thousands):

 
September 30, 

2015  
December 31, 

2014

Accounts receivable due from PGC $ 1,034  $ 1,141
Accounts payable due to PGC $ 3,955  $ 4,163

In October 2015, the Company purchased PGC and terminated the gathering and operations and maintenance agreement. As a wholly-owned subsidiary,
PGC will no longer be considered a VIE for reporting purposes. See further discussion at Note 18 .

4 . Fair Value Measurements

The Company measures and reports certain assets and liabilities on a fair value basis and has classified and disclosed its fair value measurements using
the following levels of the fair value hierarchy:

Level 1 Unadjusted quoted prices in active markets that are accessible at the measurement date for identical, unrestricted assets or liabilities.
  
Level 2 Quoted prices in markets that are not active, or inputs which are observable, either directly or indirectly, for substantially the full term of the

asset or liability.
  
Level 3 Measurement  based  on  prices  or  valuation  models  that  require  inputs  that  are  both  significant  to  the  fair  value  measurement  and  less

observable for objective sources (i.e., supported by little or no market activity).

Assets and liabilities that are measured at fair value are classified based on the lowest level of input that is significant to the fair value measurement. The
Company’s assessment of the significance of a particular input to the fair value measurement requires judgment, which may affect the valuation of the fair value of
assets  and liabilities  and their  placement  within  the  fair  value  hierarchy levels.  The determination  of  the  fair  values,  stated  below,  considers  the  market  for  the
Company’s financial assets and liabilities, the associated credit risk and other factors. The Company considers active markets as those in which transactions for the
assets or liabilities occur in sufficient frequency and volume to provide pricing information on an ongoing basis. The Company has assets and liabilities classified
as Level 1, Level 2 and Level 3 as of September 30, 2015 and December 31, 2014 , as described below.

Level 1 Fair Value Measurements

Investments.
  The  fair  value  of  investments,  consisting  of  assets  attributable  to  the  Company’s  non-qualified  deferred  compensation  plan,  is  based  on
quoted market prices. Investments are included in other assets in the accompanying unaudited condensed consolidated balance sheets.
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Level 2 Fair Value Measurements

Commodity
Derivative
Contracts.

The fair values of the Company’s oil and natural gas fixed price swaps and oil and natural gas collars are based upon
inputs that are either readily available in the public market, such as oil and natural gas futures prices, volatility factors and discount rates, or can be corroborated
from active  markets.  Fair  value  is  determined  through  the  use  of  a  discounted  cash  flow model  or  option  pricing  model  using  the  applicable  inputs,  discussed
above. The Company applies a weighted average credit default risk rating factor for its counterparties or gives effect to its credit default risk rating, as applicable,
in determining the fair value of these derivative contracts. Credit default risk ratings are based on current published credit default swap rates.

Level 3 Fair Value Measurements

Commodity
Derivative
Contracts.

The fair values of the Company’s natural gas basis swaps are based upon quotes obtained from counterparties to the
derivative contracts. These values were reviewed internally for reasonableness through the use of a discounted cash flow model using non-exchange traded regional
pricing information. Additionally, the Company applied a weighted average credit default risk rating factor for its counterparties or gave effect to its credit risk, as
applicable,  in  determining the fair  value of these commodity derivative  contracts.  The significant  unobservable input  used in the fair  value measurement  of  the
Company’s natural gas basis swaps is the estimate of future natural gas basis differentials. Significant increases (decreases) in natural gas basis differentials could
result in a significantly higher (lower) fair value measurement. The significant unobservable inputs and the range and weighted average of these inputs used in the
fair value measurements of the Company’s natural gas basis swaps at September 30, 2015 and December 31, 2014 are included in the table below.

Unobservable Input  Range  Weighted Average  Fair Value

  (Price per Mcf)  (In thousands)
September 30, 2015         

Natural gas basis differential forward curve  $ (0.11) – $ (0.31)  $ (0.20)  $ (3,436)
December 31, 2014         

Natural gas basis differential forward curve  $ (0.03) – $ (0.38)  $ (0.29)  $ 350

Long-Term
Debt
Holder
Conversion
Feature
. In August 2015, the Company issued its 8.125% Convertible Senior Notes due 2022 and 7.5% Convertible
Senior  Notes  due  2023  (collectively,  “Convertible  Senior  Unsecured  Notes”),  each  of  which  contain  a  conversion  option  whereby  the  Convertible  Senior
Unsecured Notes holders have the option to convert the notes into shares of Company common stock. Further, with respect to any such conversions prior to the
second anniversary of the issuance of the Convertible Senior Unsecured Notes, in addition to the shares deliverable upon conversion, holders are entitled to receive
an  early  conversion  payment.  These  conversion  features  have  been  identified  as  embedded  derivatives  that  meet  the  criteria  to  be  bifurcated  from  their  host
contracts, the Convertible Senior Unsecured Notes, and accounted for separately from those notes. The holder conversion features are recorded at fair value each
reporting period.
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The  fair  values  of  the  holder  conversion  features  were  determined  using  a  binomial  lattice  model  based  on  certain  assumptions  including  (i)  the
Company’s stock price, (ii) risk-free rate, (iii) recovery rate, (iv) hazard rate and (v) expected volatility. The significant unobservable input used in the fair value
measurement  of  the conversion features  is  the hazard rate,  an estimate  of default  probability.  Significant  increases  (decreases)  in the hazard rate  could result  in
significantly  (lower)  higher  fair  value  measurement. The significant  unobservable  inputs  and range  and weighted  average  of  these  inputs  used in  the  fair  value
measurement of the conversion options at September 30, 2015 are included in the table below.

Unobservable Input  Range  Weighted Average  Fair Value

    (In thousands)
Long-term debt conversion feature hazard rate  58.6% – 62.4%  60.7%  $ 5,474

See further discussion of the Convertible Senior Unsecured Notes at Note 7 .    

Guarantee.
As discussed in Note 2 , the Company guaranteed on Fieldwood’s behalf certain plugging and abandonment obligations associated with the
Gulf Properties from the date of closing until the Company was released from the guarantee in third quarter 2015. The fair value of this guarantee was based on the
present value of estimated future payments for plugging and abandonment obligations associated with the Gulf Properties, adjusted for the cumulative probability
of  Fieldwood’s  default  prior  to  the  Company’s  release  by  the  Bureau  of  Ocean  Energy  Management  from  its  obligation  under  the  guarantee  ( 3.71% at
December 31, 2014 ). The discount and probability of default rates were based upon inputs that are readily available in the public market, such as historical option
adjusted spreads of the Company’s senior notes, which are publicly traded, and historical default rates of publicly traded companies with credit ratings similar to
Fieldwood.  The  significant  unobservable  input  used  in  the  fair  value  measurement  of  the  guarantee  was  the  estimate  of  future  payments  for  plugging  and
abandonment, which was developed based upon third-party quotes and then-current actual costs. Significant increases (decreases) in the estimate of these payments
could  have  resulted  in  a  significantly  higher  (lower)  fair  value  measurement.  The  significant  unobservable  input  used  in  the  fair  value  measurement  of  the
Company’s financial guarantee liability at  December 31, 2014  is included in the table below (in thousands).

Unobservable Input   
Estimated future payments for plugging and abandonment  $ 372,034

Fair Value - Recurring Measurement Basis

The following tables summarize the Company’s assets and liabilities measured at fair value on a recurring basis by the fair value hierarchy (in thousands):

September 30, 2015

 Fair Value Measurements  

Netting(1)

 
Assets/Liabilities at

Fair Value Level 1  Level 2  Level 3   
Assets          

Commodity derivative contracts $ —  $ 122,307  $ —  $ (2,741)  $ 119,566
Investments 10,444  —  —  —  10,444

 $ 10,444  $ 122,307  $ —  $ (2,741)  $ 130,010

Liabilities          
Commodity derivative contracts $ —  $ —  $ 3,436  $ (2,741)  $ 695
Long-term debt holder conversion feature —  —  5,474  —  5,474

 $ —  $ —  $ 8,910  $ (2,741)  $ 6,169
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December 31, 2014

 Fair Value Measurements  

Netting(1)

 
Assets/Liabilities at

Fair Value Level 1  Level 2  Level 3   
Assets          

Commodity derivative contracts $ —  $ 338,067  $ 350  $ —  $ 338,417
Investments 11,106  —  —  —  11,106

 $ 11,106  $ 338,067  $ 350  $ —  $ 349,523

Liabilities          
Guarantee $ —  $ —  $ 5,104  $ —  $ 5,104

 $ —  $ —  $ 5,104  $ —  $ 5,104
____________________

(1) Represents the effect of netting assets and liabilities for counterparties with which the right of offset exists.

Level
3
-
Commodity
Derivative
Contracts.
The table below sets forth a reconciliation of the Company’s Level 3 fair value measurements for commodity
derivative contracts during the three and nine -month periods ended September 30, 2015 (in thousands):  

Level 3 Fair Value Measurements - Commodity Derivative Contracts  
Three Months Ended
September 30, 2015  

Nine Months Ended
September 30, 2015

Beginning balance  $ (2,207)  $ 350
Purchases  —  (2,894)
Loss on commodity derivative contracts  (1,229)  (892)

Ending balance  $ (3,436)  $ (3,436)

Losses due to changes in fair value of the Company’s Level 3 commodity derivative contracts have been included in gain on derivative contracts in the
accompanying unaudited condensed consolidated statements of operations. There were no outstanding Level 3 commodity derivative contracts at September 30,
2014 . See Note 8 for further discussion of the Company’s derivative contracts.

Level
3
-
Long-Term
Debt
Holder
Conversion
Feature.
The table below sets forth a reconciliation of the Company’s Level 3 fair value measurements for
long-term debt holder conversion features during the three and nine -month periods ended September 30, 2015 (in thousands):

Level 3 Fair Value Measurements - Long-Term Debt Holder Conversion Feature   
Beginning balance  $ —

Issuances  16,994
Gain on derivative holder conversion feature  (10,146)
Conversions  (1,374)

Ending balance  $ 5,474

The fair value of the conversion features are determined quarterly with changes in fair value recorded as interest expense.    
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Level
3
-
Guarantee
. The table below sets forth a reconciliation of the Company’s Level 3 fair value measurements for the guarantee during the three and
nine -month periods ended September 30, 2015 and 2014 (in thousands):  

  Three Months Ended September 30,  Nine Months Ended September 30,

Level 3 Fair Value Measurements - Guarantee  2015  2014  2015  2014

Beginning balance  $ 3,736  $ 12,028  $ 5,104  $ —
Issuances(1)  —  —  —  9,446
(Gain) loss on guarantee  —  (1,598)  —  984
Settlements  (3,736)  —  (5,104)  —

Ending balance  $ —  $ 10,430  $ —  $ 10,430
____________________

(1) For the nine -month period ended September 30, 2014 , balance represents the fair value of the guarantee of certain plugging and abandonment obligations
on behalf of Fieldwood as of February 25, 2014, the closing date for the sale of the Gulf Properties.

While in effect, the fair value of the guarantee was determined quarterly with changes in fair value recorded as an adjustment to the full cost pool. See
Note 2 for  discussion of  the  sale  of  the  Gulf  Properties.  The fair  value of  the  guarantee  as  of December 31, 2014 is  included in other  current  liabilities  in  the
accompanying unaudited condensed consolidated balance sheet.

Transfers.
The Company recognizes transfers between fair  value hierarchy levels as of the end of the reporting period in which the event or change in
circumstances  causing  the  transfer  occurred.  During  the three  and  nine -month  periods  ended September  30,  2015 and 2014 ,  the  Company  did  not  have  any
transfers between Level 1, Level 2 or Level 3 fair value measurements.

Fair Value of Financial Instruments

The Company measures the fair  value of its  8.75% Senior Secured Notes due 2020 (“Senior Secured Notes”),  its  8.75% Senior Notes due 2020, 7.5%
Senior  Notes due 2021,  8.125% Senior  Notes  due 2022,  and 7.5% Senior  Notes due 2023 (collectively,  “Senior  Unsecured Notes”)  and the Convertible  Senior
Unsecured  Notes  using  pricing  that  is  readily  available  in  the  public  market.  The  Company  classifies  these  inputs  as  Level  2  in  the  fair  value  hierarchy.  The
estimated fair values and carrying values of the Company’s senior notes at September 30, 2015 and December 31, 2014 were as follows (in thousands):

 September 30, 2015  December 31, 2014

 Fair Value  Carrying Value  Fair Value  Carrying Value
8.75% Senior Secured Notes due 2020 $ 757,813  $ 1,250,000  $ —  $ —
Senior Unsecured Notes        

8.75% Senior Notes due 2020(1) $ 95,128  $ 401,149  $ 303,750  $ 445,402
7.5% Senior Notes due 2021(2) $ 218,605  $ 996,309  $ 752,000  $ 1,178,486
8.125% Senior Notes due 2022 $ 129,255  $ 601,187  $ 472,500  $ 750,000
7.5% Senior Notes due 2023(3) $ 134,846  $ 622,923  $ 519,750  $ 821,548

Convertible Senior Unsecured Notes        
8.125% Convertible Senior Notes due 2022(4) $ 30,143  $ 36,406  $ —  $ —
7.5% Convertible Senior Notes due 2023(5) $ 23,599  $ 29,020  $ —  $ —

____________________

(1) Carrying value is net of $3,649 and $4,598 discount at September 30, 2015 and December 31, 2014 , respectively.
(2) Carrying value includes a premium of $2,652 and $3,486 at September 30, 2015 and December 31, 2014 , respectively.
(3) Carrying value is net of $2,436 and $3,452 discount at September 30, 2015 and December 31, 2014 , respectively.
(4) Carrying value includes holder conversion feature liabilities with fair value of $3,113 and is net of $105,691 discount at September 30, 2015 .
(5) Carrying value includes holder conversion feature liabilities with fair value of $2,361 and is net of $87,412 discount at September 30, 2015 .

See Note 7 for discussion of the Company’s long-term debt.
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5 . Property, Plant and Equipment

Property, plant and equipment consists of the following (in thousands):  

 
September 30, 

2015  
December 31, 

2014

Oil and natural gas properties    
Proved(1) $ 12,302,551  $ 11,707,147
Unproved 260,657  290,596

Total oil and natural gas properties 12,563,208  11,997,743
Less accumulated depreciation, depletion and impairment (10,235,369)  (6,359,149)
Net oil and natural gas properties capitalized costs 2,327,839  5,638,594

Land 14,490  16,300
Non-oil and natural gas equipment(2) 431,569  602,392
Buildings and structures(3) 246,847  263,191

Total 692,906  881,883
Less accumulated depreciation and amortization (185,659)  (305,420)
Other property, plant and equipment, net 507,247  576,463

Total property, plant and equipment, net $ 2,835,086  $ 6,215,057
____________________
(1) Includes cumulative capitalized interest of approximately $47.6 million and $38.1 million at September 30, 2015 and December 31, 2014 , respectively.
(2) Includes cumulative capitalized interest of approximately $4.3 million at both September 30, 2015 and December 31, 2014 .
(3) Includes cumulative capitalized interest of approximately $20.3 million and $17.1 million at September 30, 2015 and December 31, 2014 , respectively.

Accumulated depreciation, depletion and impairment on oil and natural gas properties includes cumulative full cost ceiling limitation impairment of $7.3
billion and $3.7  billion at September  30,  2015 and December  31,  2014 ,  respectively.  The  Company  reduced  the  net  carrying  value  of  its  oil  and  natural  gas
properties by $1.0 billion and $3.6 billion during the three and nine -month periods ended September 30, 2015 , respectively, and by $164.8 million during the
nine -month period ended September 30, 2014 , as a result of its quarterly full cost ceiling analyses.

Drilling
Assets.
During the first quarter of 2015, the Company decided to discontinue all remaining drilling and oilfield services operations in the Permian
region and during the second quarter of 2015 classified the related assets having a net book value of approximately $20.0 million , as held for sale, which were
included in other current assets at June 30, 2015. The Company disposed of these assets during the third quarter of 2015 and recorded a loss on sale of assets of
$3.5 million for the three-month period ended September 30, 2015 .

During the third quarter of 2015, the Company evaluated certain drilling assets for impairment based on the Company’s plan for their future use. As a
result of these evaluations, the Company recorded an impairment of $19.8 million for the three-month period ended September 30, 2015 .     

Buildings 
and 
Structures
 .  In  October  2015,  the  Company  signed  an  agreement  to  sell  one  of  its  properties  located  in  downtown  Oklahoma  City,
Oklahoma. Because the net book value of the property exceeded the agreed upon sales price, the Company adjusted the carrying value of the property at September
30, 2015 to the agreed upon sales price, resulting in an impairment of $15.4 million for the three-month period ended September 30, 2015 .

Drilling Carry Commitments

During the nine -month period ended September 30, 2014 , the Company was party to an agreement with a co-working interest party, Repsol E&P USA,
Inc.’s (“Repsol”), which contained a carry commitment to fund a portion of the Company’s future drilling, completing and equipping costs within areas of mutual
interest. The Company recorded approximately $205.6 million
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for  Repsol’s  carry  during  the nine -month  period ended September  30,  2014 ,  which  reduced  the  Company’s  capital  expenditures  for  the  period.  Repsol  fully
funded its carry commitment in the third quarter of 2014 .

Under  the  original  agreement,  the  carry  commitment  could have been reduced if  a  certain  number  of  wells  were  not  drilled  within  the  area  of  mutual
interest  during a twelve-month period and the Company failed to drill  such wells  following a proposal by Repsol to drill  the wells.  During 2013, the Company
temporarily  reduced  its  rate  of  drilling  activity.  As  a  result,  the  Company  drilled  less  than  the  targeted  number  of  wells  for  such  twelve-month  period,  which
resulted in Repsol having a right to propose additional wells. In the second quarter of 2014, the Company and Repsol amended the agreement to eliminate Repsol’s
right to propose such additional wells in exchange for a commitment by the Company to drill 484 net wells in the area of mutual interest between January 1, 2014
and  May  31,  2015,  subject  to  delays  due  to  factors  beyond  the  Company’s  control.  Under  the  terms  of  the  amended  agreement,  the  Company  agreed  to  carry
Repsol’s  future  drilling  and  completion  costs  in  the  amount  of  approximately $1.0  million for  each  well  of  the 484 commitment  that  it  did  not  drill,  up  to  a
maximum of $75.0 million in carry costs. As of May 31, 2015, the Company had drilled 453 net wells under this arrangement. As a result, the Company will carry
a portion of  Repsol’s  drilling and completion costs  totaling up to approximately $31.0 million for  wells  drilled in the future  in the area of  mutual  interest.  The
Company incurred approximately $3.6 million in costs toward this obligation during the three and nine-month periods ended September 30, 2015 . Other than the
above, the Company has no carry or drilling obligations to Repsol.

6 . Other Assets

Other assets consist of the following (in thousands):

 
September 30, 

2015  
December 31, 

2014

Debt issuance costs, net of amortization $ 80,566  $ 56,445
Deferred tax asset 51,126  95,843
Investments 10,444  11,106
Other 614  1,853

Total other assets $ 142,750  $ 165,247

7 . Long-Term Debt

Long-term debt consists of the following (in thousands):

 
September 30, 

2015  
December 31, 

2014

Senior credit facility $ —  $ —
8.75% Senior Secured Notes due 2020 1,250,000  —
Senior Unsecured Notes    

 8.75% Senior Notes due 2020, net of $3,649 and $4,598 discount, respectively 401,149  445,402
 7.5% Senior Notes due 2021, including premium of $2,652 and $3,486, respectively 996,309  1,178,486
 8.125% Senior Notes due 2022 601,187  750,000
 7.5% Senior Notes due 2023, net of $2,436 and $3,452 discount, respectively 622,923  821,548

Convertible Senior Unsecured Notes    
 8.125% Convertible Senior Notes due 2022, including holder conversion feature liabilities of $3,113, and net of

$105,691 discount 36,406  —
 7.5% Convertible Senior Notes due 2023, including holder conversion feature liabilities of $2,361, and net of

$87,412 discount 29,020  —
Total debt 3,936,994  3,195,436

Less: current maturities of long-term debt —  —

Long-term debt $ 3,936,994  $ 3,195,436
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Senior Credit Facility

The senior secured revolving credit facility (the “senior credit facility”), as amended, is available to be drawn on subject to limitations based on its terms
and certain financial covenants, as described below. Prior to its amendment and restatement on June 10, 2015, the senior credit facility contained certain financial
covenants,  including maintenance of agreed upon levels  for (a)  ratio of total  debt  secured by assets  of  the Company and certain of  its  subsidiaries  to EBITDA,
which was not permitted to exceed 2.25 :1.00 at each quarter end, calculated using the last four completed fiscal quarters, (b) ratio of EBITDA to interest expense,
which was required to be at least 2.00 :1.00 at March 31, 2015 and June 30, 2015, 1.75 :1.00 at September 30, 2015, 1.50 :1.00 at each quarter end from December
31,  2015 to  September  30,  2016,  and 2.00 :1.00  at  December  31,  2016 and  thereafter,  calculated  using  the  last  four  completed  fiscal  quarters,  and  (c)  ratio  of
current assets to current liabilities, which was required to be at least 1.00 :1.00 at each quarter end. A February 2015 amendment temporarily suspended until June
30, 2016 the financial covenant requiring maintenance of certain levels for the ratio of total net debt to EBITDA. For periods after such time, the ratio of total net
debt to EBITDA could not exceed 6.25 :1.00 at June 30, 2016, 6.00 :1.00 at September 30, 2016 and December 31, 2016, 5.50 :1.00 at March 31, 2017 and June
30, 2017, 5.00 :1.00 at September 30, 2017 and December 31, 2017 and 4.50 :1.00 at March 31, 2018 and thereafter, calculated using annualized EBITDA for the
fiscal quarter ended June 30, 2016 and the two subsequent fiscal quarters and otherwise calculated using the last four completed fiscal quarters.

The senior credit facility was amended and restated on June 10, 2015 (the “June Amendment”). In connection with the June Amendment, the then-existing
financial  covenants  were  replaced.  As  of  then  and  as  of September  30,  2015 ,  the  senior  credit  facility  contains  financial  covenants,  including  maintenance  of
agreed upon levels  for  the  (a)  ratio  of  total  secured debt  under  the  senior  credit  facility  to  EBITDA, which may not  exceed 2.00 :1.00 at  each quarter  end and
(b) ratio of current assets to current liabilities,  which must be at least 1.0 :1.0 at each quarter end. For the purpose of the current ratio calculation,  any amounts
available to be drawn under the senior credit facility are included in current assets, and unrealized assets and liabilities resulting from mark-to-market adjustments
on  the  Company’s  commodity  derivative  contracts  are  disregarded.  The  senior  credit  facility  matures  on  the  earlier  of  March  2,  2020 and 91 days  prior  to  the
earliest date of any maturity under or mandatory offer to repurchase the Company’s currently outstanding notes.

Prior and subsequent to the June Amendment, the senior credit facility also contains various covenants that limit the ability of the Company and certain of
its subsidiaries to: grant certain liens; make certain loans and investments; make distributions; redeem stock; redeem or prepay debt; merge or consolidate with or
into a third party; or engage in certain asset dispositions, including a sale of all or substantially all of the Company’s assets. On August 13, 2015, the senior credit
facility  was  amended  to  allow  the  Company  to  redeem  or  purchase  outstanding  Senior  Unsecured  Notes  for  up  to $200.0  million in  cash  subject  to  certain
limitations.  Additionally,  the  senior  credit  facility  limits  the  ability  of  the  Company and certain  of  its  subsidiaries  to  incur  additional  indebtedness  with  certain
exceptions. As of and during the three and nine -month periods ended September 30, 2015 , the Company was in compliance with all applicable financial covenants
under the senior credit facility, including those in effect prior to the June Amendment.

The  obligations  under  the  senior  credit  facility  are  guaranteed  by  certain  Company  subsidiaries  and  are  secured  by  first  priority  liens  on  all  shares  of
capital stock of certain of the Company’s material present and future subsidiaries,  all of the Company’s intercompany debt, and certain of the Company’s other
assets, including proved oil, natural gas and NGL reserves representing at least 80.0% of the discounted present value (as defined in the senior credit facility) of
proved oil, natural gas and NGL reserves of the Company.

At  the  Company’s  election,  interest  under  the  senior  credit  facility,  as  amended,  is  determined by reference  to  (a)  the  ICE Benchmark Administration
Limited LIBOR (“LIBOR”) plus an applicable margin between 1.750% and 2.750%  per annum or (b) the “base rate,” which is the highest of (i) the federal funds
rate plus 0.5% , (ii) the prime rate published by Royal Bank of Canada under the senior credit facility or (iii) the one-month Eurodollar rate (as defined in the senior
credit facility) plus 1.00%  per annum, plus, in each case under scenario (b), an applicable margin between 0.750% and 1.750%  per annum. Interest is payable
quarterly  for  base  rate  loans  and  at  the  applicable  maturity  date  for  LIBOR loans,  except  that  if  the  interest  period  for  a  LIBOR loan  is  six  months  or  longer,
interest is paid at the end of each three-month period. Quarterly, the Company pays commitment fees assessed at an annual rate of 0.5% on any available portion of
the senior credit facility.

Borrowings and letter  of credit  obligations under the senior credit  facility may not exceed the lower of the committed amount,  which is currently $1.0
billion , or the borrowing base, which is currently $500.0 million and is subject to periodic redeterminations. Prior to the June Amendment, the borrowing base was
$900.0 million . This reduction in borrowing base resulted in the write off of approximately $4.9 million of capitalized debt issuance costs. The borrowing base
remained unchanged as a
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result  of  the  October  2015  redetermination.  The  next  scheduled  borrowing  base  redetermination  is  expected  to  take  place  in  April  2016.  With  respect  to  each
redetermination,  the administrative  agent  and the  lenders  under  the senior  credit  facility  consider  several  factors,  including the Company’s  proved reserves  and
projected cash requirements, and make assumptions regarding, among other things, oil and natural gas prices and production. Because the value of the Company’s
proved reserves is a key factor in determining the amount of the borrowing base, changing commodity prices and the Company’s success in developing reserves
may affect the borrowing base. The Company at times incurs additional costs related to the senior credit facility as a result of amendments to the credit agreement
and changes to the borrowing base.

Additionally, the amended senior credit agreement permits the Company and certain of its subsidiaries to incur additional indebtedness in an aggregate
principal amount not to exceed $1.75 billion , which may be secured solely by collateral securing the senior credit facility on a junior lien basis. Any junior lien
debt shall be subject to the terms and conditions set forth in an intercreditor agreement and shall mature no earlier than January 21, 2020. The borrowing base under
the senior credit facility will be reduced by $0.25 for every $1.00 of junior debt incurred above $1.50 billion .

The Company did not draw on the senior credit facility during 2014. The senior credit facility was undrawn at September 30, 2015 and had $11.0 million
in outstanding letters of credit, which reduce the availability under the senior credit facility on a dollar-for-dollar basis. At September 30, 2015 , the Company had
incurred $1.25 billion in junior lien debt subject to an intercreditor agreement as a result of the issuance of Senior Secured Notes in June 2015 as described further
below.

Senior Secured Notes

Concurrent with the amendment and restatement of the Company’s senior credit facility discussed above, in June 2015 the Company issued $1.25 billion
of Senior Secured Notes. Net proceeds from the issuance were approximately $1.21 billion after deducting offering expenses, a portion of which was used to repay
amounts outstanding at that time under the Company’s senior credit facility. The Senior Secured Notes were issued to qualified institutional buyers eligible under
Rule 144A of the Securities Act and to persons outside the United States under Regulation S of the Securities Act.

The Company’s Senior Secured Notes bear interest at a fixed rate of 8.75% per annum, payable semi-annually, with the principal due upon maturity. The
Senior  Secured  Notes  are  redeemable,  in  whole  or  in  part,  prior  to  their  maturity  at  specified  redemption  prices  and  are  jointly  and  severally  guaranteed
unconditionally,  in  full,  on  a  second-priority  secured  basis  by  certain  of  the  Company’s  wholly  owned  subsidiaries.  See  Note 17 for  condensed  financial
information of the subsidiary guarantors. Pursuant to the indenture, the Senior Secured Notes will mature on June 1, 2020; provided, however, that if on October
15,  2019,  the  aggregate  outstanding  principal  amount  of  the  unsecured 8.75% Senior  Notes  due  2020  exceeds $100.0  million ,  the  Senior  Secured  Notes  will
mature on October 16, 2019.

The Senior Secured Notes are secured by second-priority liens on all of the Company’s and certain of the Company’s wholly owned subsidiaries’ assets
that secure the senior credit facility on a first-priority basis; provided, however, the security interest in those assets that secure the Senior Secured Notes and the
guarantees  will  be  contractually  subordinated  to  liens  thereon  that  secure  the  credit  facility  and  certain  other  permitted  indebtedness.  Consequently,  the  Senior
Secured Notes and the guarantees will be effectively subordinated to the credit facility and such other indebtedness to the extent of the value of such assets.

Debt issuance costs of $39.2 million incurred in connection with the offering of the Senior Secured Notes outstanding at September 30, 2015 are included
in other assets in the accompanying unaudited condensed consolidated balance sheet and are being amortized to interest expense over the term of Senior Secured
Notes.

Indenture.
The indenture governing the Senior Secured Notes contains covenants that restrict the Company’s ability to take a variety of actions, including
limitations on the payment of dividends, incurrence of indebtedness, create liens, enter into consolidations or mergers, purchase or redeem stock or subordinated or
unsecured indebtedness, certain dispositions and transfers of assets, transactions with related parties, make investments and refinance certain indebtedness. As of
and during the three-month period ended September 30, 2015 , the Company was in compliance with all of the covenants contained in the indenture governing its
outstanding Senior Secured Notes. Because the Senior Secured Notes were not issued until June 2015, the covenants contained therein were not applicable during
the three-month period ended March 31, 2015.
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Senior Unsecured Notes

The Company’s Senior Unsecured Notes bear interest at a fixed rate per annum, payable semi-annually, with the principal due upon maturity. Certain of
the Senior Unsecured Notes were issued at a discount or a premium. The discount or premium is amortized to interest expense over the term of the respective series
of Senior Unsecured Notes. The Senior Unsecured Notes are redeemable, in whole or in part, prior to their maturity at specified redemption prices and are jointly
and  severally  guaranteed  unconditionally,  in  full,  on  an  unsecured  basis  by  certain  of  the  Company’s  wholly  owned  subsidiaries.  See  Note 17 for condensed
financial information of the subsidiary guarantors.

Debt issuance costs of $57.6 million incurred in connection with the offerings and subsequent registered exchange offers of the Senior Unsecured Notes
outstanding, including the impact of write offs in conjunction with the repurchase and exchange discussed below, are included in other assets in the accompanying
unaudited condensed consolidated balance sheets at September 30, 2015 and are being amortized to interest expense over the term of the respective series of Senior
Unsecured Notes.

Redemption 
of 
Senior 
Unsecured 
Notes.
During  the  second  quarter  of  2015,  the  Company  issued  to  a  holder  of  its 7.5% Senior  Notes  due  2021  and
8.125% Senior Notes due 2022, approximately 28.0 million shares of the Company’s common stock in exchange for an aggregate $50.0 million principal amount
of the notes ( $29.0 million of 7.5% Senior Notes due 2021 and $21.0 million of 8.125% Senior Notes due 2022) and as payment for the interest accrued thereon
since  the  last  interest  payment  date.  The  exchange  resulted  in  a  gain  on extinguishment  of $17.9 million ,  which is  included  in  other  income on the  unaudited
condensed consolidated statements of operations for the nine -month period ended September 30, 2015 .






Repurchase 
and 
Exchange 
of 
Senior 
Unsecured 
Notes.
 In August  2015 ,  the  Company  repurchased $250.0  million of  its  Senior  Unsecured  Notes

comprised of (i) $29.3 million aggregate principal amount of its 8.75% Senior Notes due 2020, (ii) $111.6 million aggregate principal amount of its 7.5% Senior
notes due 2021, (iii) $26.1 million aggregate principal amount of its 8.125% Senior Notes due 2022 and (iv) $83.0 million aggregate principal amount of its 7.5%
Senior Notes due 2023, for approximately $94.5 million cash. The repurchase resulted in a gain on extinguishment of $152.0 million , including the write off of
$3.2 million of net unamortized debt issuance costs, which is included in other income on the unaudited condensed consolidated statements of operations for the
three and nine-month periods ended September 30, 2015 . In conjunction with the repurchase, the Company also exchanged approximately $275.0 million of its
Senior Unsecured Notes for newly-issued Convertible Senior Unsecured Notes, discussed further below. 





Indentures.
Each of  the  indentures  governing  the  Company’s  Senior  Unsecured  Notes  contains  covenants  that  restrict  the  Company’s  ability  to  take  a
variety of actions, including limitations on the incurrence of indebtedness, payment of dividends, investments, asset sales, certain asset purchases, transactions with
related parties and consolidations or mergers. As of and during the three and nine -month periods ended September 30, 2015 , the Company was in compliance with
all of the covenants contained in the indentures governing its outstanding Senior Unsecured Notes.

Convertible Senior Unsecured Notes

In  conjunction with  the repurchase  of  Senior  Unsecured Notes  in August 2015 ,  the Company also exchanged $275.0 million of  its  Senior  Unsecured
Notes, comprised of (i) $15.9 million aggregate principal amount of its 8.75% Senior Notes due 2020, (ii) $40.7 million aggregate principal amount of its 7.5%
Senior Notes due 2021, (iii) $101.8 million aggregate principal amounts of its 8.125% Senior Notes due 2022 and (iv) $116.6 million aggregate principal amount
of its 7.5% Senior Notes due 2023, for (i) $158.4 million aggregate principal amount of newly-issued 8.125% Convertible Senior Notes due 2022 and (ii) $116.6
million aggregate principal amount of newly-issued 7.5% Convertible Senior Notes due 2023. The exchange resulted in a gain on extinguishment of $189.0 million
,  including  the  write  off  of $4.0  million of  net  unamortized  debt  issuance  costs,  which  is  included  in  other  income  on  the  unaudited  condensed  consolidated
statements of operations for the three and nine-month periods ended September 30, 2015 .The Convertible Senior Unsecured Notes are guaranteed by the same
guarantors that guarantee the Senior Unsecured Notes and are subject to covenants and bear payment terms substantially identical to those of the corresponding
series of Senior Unsecured Notes of similar tenor, other than the conversion features, described further below, and the extension of the final maturity by one day.
The  transactions  were  determined  to  be  an  extinguishment  of  each  of  the  Senior  Unsecured  Notes  exchanged.  As  such,  the  newly-issued  Convertible  Senior
Unsecured Notes were recorded at fair value on the date of issuance, which resulted in a discount that is being amortized to interest expense over the term of the
respective series of Convertible Senior Unsecured Notes.
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Debt issuance costs of $5.9 million incurred in connection with the issuance of the Convertible Senior Unsecured Notes, including the impact of write offs
in conjunction with the conversions discussed below, are included in other assets in the unaudited condensed consolidated balance sheet at September 30, 2015 and
are being amortized to interest expense over the term of the respective series of Convertible Senior Unsecured Notes.

Conversion
Features.
The Convertible Senior Unsecured Notes are convertible, at the option of the holders, into shares of common stock at any time prior
to (i) the fifth business day following the date of a mandatory conversion notice, discussed further below, (ii) with respect to Convertible Senior Unsecured Notes
called  for  redemption,  the  business  day  immediately  preceding  the  redemption  date  or  (iii)  the  business  day  immediately  preceding  the  maturity  date.  The
conversion  rate  is approximately 363.6 shares of  common stock per $1,000 principal  amount  of  the Convertible  Senior  Unsecured Notes,  subject  to  customary
adjustments.  With  respect  to  any conversions  prior  to  the  first  anniversary  of  the  issuance of  the  Convertible  Senior  Unsecured notes,  in  addition  to  the  shares
deliverable upon conversion, holders are entitled to receive an early conversion payment equal to the amount of 18 months of interest payable on the applicable
series  of  converted  Convertible  Senior  Unsecured  Notes.  With  respect  to  any  conversion  subsequent  to  the  first  anniversary  of  the  issuance  of  the  Convertible
Senior Unsecured Notes, but on or prior to the second anniversary of the issuance of such Convertible Senior Unsecured Notes, holders are entitled to receive an
early conversion payment equal to the amount of 12 months of interest  payable on the applicable series of converted Convertible Senior Unsecured Notes.  The
dilutive effect, if any, of the Convertible Senior Unsecured Notes on the Company’s earnings per share is determined using the if-converted method. See further
discussion at Note 13 .

See further discussion of the holders’ conversion features, which are embedded derivatives that have been accounted for separately from the Convertible
Senior Unsecured Notes, at Note 4 and Note 8 .

In addition to the holders’ conversion feature, the Convertible Senior Unsecured Notes contain a provision whereby the Company, subject to compliance
with certain conditions, has the right to mandatorily convert the Convertible Senior Unsecured Notes to shares of Company common stock, in whole or in part, at a
rate of approximately 363.6 shares of common stock per $1,000 principal amount of Convertible Senior Unsecured Notes, if the volume weighted average price of
the Company’s stock exceeds 40.0% of an applicable conversion price of the Convertible Senior Unsecured Notes for a specific period of time. The conversion
price threshold, initially set at $1.10 , is subject to certain customary adjustments. No early conversion payments will be made upon a mandatory conversion.

Conversions
to
Common
Stock.
During the three-month period ended September 30, 2015 , holders of $19.4 million aggregate principal amount ( $5.8
million net of discount and including holders’ conversion feature) of 8.125% Convertible Senior Notes due 2022 and $2.5 million aggregate principal amount (
$0.7 million net of discount and holders’ conversion feature) of 7.5% Convertible Senior Notes due 2023 exercised conversion options applicable to those notes,
resulting in the issuance of approximately 8.0 million shares of Company common stock and aggregate cash payments of $2.7 million for accrued interest and early
conversion payments. The conversions resulted in a loss on extinguishment of debt totaling $0.3 million , including the write off of $0.5 million of net unamortized
debt  issuance  costs,  which  is  included  in  other  income on the  unaudited  condensed  consolidated  statements  of  operations  for  the  three  and  nine-month  periods
ended September 30, 2015 .        
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8 . Derivatives

The Company has not designated any of its derivative contracts as hedges for accounting purposes. The Company records all derivative contracts at fair
value. Changes in derivative fair values are recognized in earnings.

Commodity
Derivatives.
  The Company is exposed to commodity price risk, which impacts the predictability of its cash flows from the sale of oil  and
natural  gas.  The  Company  seeks  to  manage  this  risk  through  the  use  of  commodity  derivative  contracts,  which  allow  the  Company  to  limit  its  exposure  to
commodity price volatility on a portion of its forecasted oil and natural gas sales. None of the Company’s commodity derivative contracts may be terminated prior
to  contractual  maturity  solely  as  a  result  of  a  downgrade  in  the  credit  rating  of  a  party  to  the  contract.  Cash  settlements  and  valuation  gains  and  losses  on
commodity  derivative  contracts  are  included  in  gain  on  derivative  contracts  in  the  unaudited  condensed  consolidated  statements  of  operations.  Commodity
derivative contracts are settled on a monthly or quarterly basis. Derivative assets and liabilities arising from the Company’s commodity derivative contracts with
the  same  counterparty  that  provide  for  net  settlement  are  reported  on  a  net  basis  in  the  consolidated  balance  sheets.  At September  30,  2015 ,  the  Company’s
commodity derivative contracts consisted of fixed price swaps, basis swaps and collars, which are described below:

Fixed
price
swaps The Company receives a fixed price for the contract and pays a floating market price to the counterparty over a specified period
for a contracted volume.

  
Basis
swaps The Company  receives  a  payment  from the  counterparty  if  the  settled  price  differential  is  greater  than  the  stated  terms  of  the

contract and pays the counterparty if the settled price differential is less than the stated terms of the contract, which guarantees
the Company a price differential for oil or natural gas from a specified delivery point.

  
Collars Two-way collars contain a fixed floor price (put) and a fixed ceiling price (call). If the market price exceeds the call strike price

or falls below the put strike price, the Company receives the fixed price and pays the market price. If the market price is between
the call and the put strike price, no payments are due from either party.

 

Three-way collars have two fixed floor prices (a purchased put and a sold put) and a fixed ceiling price (call). The purchased put
establishes a minimum price unless the market price falls below the sold put, at which point the minimum price would be New
York  Mercantile  Exchange  (“NYMEX”)  plus  the  difference  between  the  purchased  put  and  the  sold  put  strike  price.  The  call
establishes  a  maximum  price  (ceiling)  the  Company  will  receive  for  the  volumes  under  the  contract.  If  the  market  price  is
between the ceiling price and purchased put, no payments are due from either party.

Derivatives 
Agreements 
with 
Royalty 
Trusts.
 The  Company  is  party  to  derivatives  agreements  with  the  Mississippian  Trust  I,  Permian  Trust  and
Mississippian Trust II to provide each Royalty Trust with the economic effect of certain oil and natural gas derivative contracts entered into by the Company with
third parties.  The underlying commodity derivative contracts cover volumes of oil and natural gas production through December 31, 2015 for the Mississippian
Trust I and Mississippian Trust II. Under these arrangements, the Company pays the Royalty Trusts amounts it receives from its counterparties in accordance with
the underlying contracts, and the Royalty Trusts pay the Company any amounts that the Company is required to pay its counterparties under such contracts. The
derivatives agreement with the Permian Trust contained commodity derivative contracts that covered volumes of oil production through March 31, 2015 and is no
longer in effect.

In accordance with the terms of the respective derivatives agreements, the Company novated certain of the commodity derivative contracts underlying the
derivatives agreements to each of the Permian Trust and the Mississippian Trust II. As a party to these contracts, the Permian Trust and the Mississippian Trust II
received payment directly from the counterparty and paid any amounts owed directly to the counterparty. To secure its obligations under the respective derivative
contracts novated to it, each of the Permian Trust and the Mississippian Trust II granted the counterparties liens on the royalty interests held by each respective
Royalty Trust. As of September 30, 2015 , there were no novated derivative contracts outstanding under the derivatives agreements.

All contracts underlying the derivatives agreements with the Royalty Trusts have been included in the Company’s consolidated derivative disclosures. See
Note 3 for the Royalty Trusts’ open derivative contracts.

Long-Term
Debt
Holder
Conversion
Feature.
As discussed further in Note 4 and Note 7 , the Convertible Senior Unsecured Notes contain a conversion
feature  that  is  exercisable  at  the  holders’  option.  This  conversion  feature  has  been  identified  as  an  embedded  derivative  as  the  feature  (i)  possesses  economic
characteristics that are not clearly and closely related to the economic characteristics of the host contract, the Convertible Senior Unsecured Notes, and (ii) separate,
stand-alone instruments with the
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same terms would qualify as derivative instruments. As such, the holders’ conversion feature has been bifurcated and accounted for separately from the Convertible
Senior Unsecured Notes. The holders’ conversion feature is recorded at fair value each reporting period with changes in fair value included in interest expense in
the unaudited condensed consolidated statements of operations for the three and nine -month periods ended September 30, 2015 .

Fair
Value
of
Derivatives.
 The following table presents the fair value of the Company’s derivative contracts as of September 30, 2015 and December 31,
2014 on a gross basis without regard to same-counterparty netting (in thousands):

Type of Contract  Balance Sheet Classification  
September 30, 

2015  
December 31, 

2014

Derivative assets       
Oil price swaps  Derivative contracts-current  $ 69,890  $ 204,072
Natural gas price swaps  Derivative contracts-current  2,938  29,648
Natural gas basis swaps  Derivative contracts-current  —  350
Oil collars - three way  Derivative contracts-current  32,873  56,289
Natural gas collars  Derivative contracts-current  357  1,055
Oil price swaps  Derivative contracts-noncurrent  13,689  36,288
Oil collars - three way  Derivative contracts-noncurrent  2,560  10,715

Derivative liabilities       
Natural gas basis swaps  Derivative contracts-current  (3,110)  —
Long-term debt holder conversion feature  Long-term debt  (5,474)  —
Natural gas basis swaps  Derivative contracts-noncurrent  (326)  —

Total net derivative contracts  $ 113,397  $ 338,417

See Note  4 for additional discussion of the fair value measurement of the Company’s derivative contracts and Note 7 for discussion of the long-term debt
holder conversion feature.
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Master
Netting
Agreements
and
the
Right
of
Offset.
The Company has master netting agreements with all of its commodity derivative counterparties and
has presented its derivative assets and liabilities with the same counterparty on a net basis in the consolidated balance sheets. As a result of the netting provisions,
the Company's maximum amount of loss under commodity derivative transactions due to credit risk is limited to the net amounts due from its counterparties. As of
September  30,  2015 ,  the  counterparties  to  the  Company’s  open  commodity  derivative  contracts  consisted  of nine financial institutions, four of  which are  also
lenders  under  the  Company’s  senior  credit  facility.  The  Company  is  not  required  to  post  additional  collateral  under  its  commodity  derivative  contracts  as  the
majority of the counterparties to the Company’s commodity derivative contracts share in the collateral supporting the Company’s senior credit facility. To secure
their obligations under the commodity derivative contracts novated by the Company, the Permian Trust and the Mississippian Trust II each gave the counterparties
to such contracts a lien on its royalty interests. As of September 30, 2015 , the terms of all such novated contracts had expired. The following tables summarize (i)
the Company's commodity derivative contracts on a gross basis, (ii) the effects of netting assets and liabilities for which the right of offset exists based on master
netting arrangements  and (iii)  for  the  Company’s  net  derivative  liability  positions,  the  applicable  portion  of  shared collateral  under  the  senior  credit  facility  (in
thousands):

September 30, 2015

  Gross Amounts  Gross Amounts Offset  Amounts Net of Offset  Financial Collateral  Net Amount

Assets           
Derivative contracts - current  $ 106,058  $ (2,741)  $ 103,317  $ —  $ 103,317
Derivative contracts - noncurrent  16,249  —  16,249  —  16,249

Total  $ 122,307  $ (2,741)  $ 119,566  $ —  $ 119,566

Liabilities           
Derivative contracts - current  $ 3,110  $ (2,741)  $ 369  $ (369)  $ —
Derivative contracts - noncurrent  326  —  326  (326)  —

Total  $ 3,436  $ (2,741)  $ 695  $ (695)  $ —

December 31, 2014

  Gross Amounts  Gross Amounts Offset  
Amounts Net of

Offset  Financial Collateral  Net Amount

Assets           
Derivative contracts - current  $ 291,414  $ —  $ 291,414  $ —  $ 291,414
Derivative contracts - noncurrent  47,003  —  47,003  —  47,003

Total  $ 338,417  $ —  $ 338,417  $ —  $ 338,417

Liabilities           
Derivative contracts - current  $ —  $ —  $ —  $ —  $ —
Derivative contracts - noncurrent  —  —  —  —  —

Total  $ —  $ —  $ —  $ —  $ —

The Company recorded a gain on commodity derivative contracts of $42.2 million and $132.6 million for the three-month periods ended September 30,
2015 and 2014 , respectively, which includes net cash receipts upon settlement of $67.3 million and $3.4 million , respectively. The Company recorded a gain on
commodity derivative contracts of $59.0 million and $4.8 million for the nine -month periods ended September 30, 2015 and 2014 , respectively, which includes
net cash (receipts) payments upon settlement of $(278.6) million and $92.9 million , respectively. Included in the net cash payments for the nine -month period
ended September 30, 2014 are $69.6 million of cash payments related to the settlements of commodity derivative contracts with contractual maturities after the
period in which they were settled (“early settlements”) primarily as a result of the sale of the Gulf Properties in February 2014.
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At September 30, 2015 , the Company’s open commodity derivative contracts consisted of the following:

Oil Price Swaps  

 Notional (MBbls)  
Weighted Average

Fixed Price
October 2015 - December 2015 555  $ 94.11
January 2016 - December 2016 1,464  $ 88.36

Natural Gas Price Swaps  

 Notional (MMcf)  
Weighted Average

Fixed Price
October 2015 - December 2015 1,840  $ 4.20

Natural Gas Basis Swaps

 Notional (MMcf)  
Weighted Average

Fixed Price
October 2015 - December 2015 15,640  $ (0.30)
January 2016 - December 2016 10,980  $ (0.38)

Oil Collars - Three-way

 Notional (MBbls)  Sold Put
Purchased

Put Sold Call
October 2015 - December 2015 1,564  $78.15 $90.03 $103.65
January 2016 - December 2016 2,556  $83.14 $90.00 $100.85

Natural Gas Collars

 Notional (MMcf)  Collar Range
October 2015 - December 2015 255  $4.00 — $8.55

9 . Asset Retirement Obligations

A reconciliation of the beginning and ending aggregate carrying amounts of the asset retirement obligations for the period from December 31, 2014 to
September 30, 2015 is as follows (in thousands):

Asset retirement obligations at December 31, 2014 $ 54,402
Liability incurred upon acquiring and drilling wells 967
Liability settled or disposed in current period (571)
Accretion 3,323

Asset retirement obligations at September 30, 2015 58,121
Less: current portion —

Asset retirement obligations, net of current $ 58,121
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10 . Commitments and Contingencies

Legal Proceedings

On  April  5,  2011,  Wesley  West  Minerals,  Ltd.  and  Longfellow  Ranch  Partners,  LP  filed  suit  against  the  Company  and  SandRidge  Exploration  and
Production, LLC (collectively, the “SandRidge Entities”) in the 83rd District Court of Pecos County, Texas. The plaintiffs, who have leased mineral rights to the
SandRidge Entities in Pecos County, allege that the SandRidge Entities have not properly paid royalties on all volumes of natural gas and CO 2  produced from the
acreage leased from the plaintiffs.  The plaintiffs  also allege that  the SandRidge Entities  have inappropriately failed to pay royalties  on CO 2 produced from the
plaintiffs' acreage that results from the treatment of natural gas at Occidental Petroleum Corporation’s (“Occidental”) CO 2 treatment plant in Pecos County, Texas
the  (“Century  Plant”).  The  plaintiffs  seek  approximately $45.5  million in  actual  damages  for  the  period  of  time  between  January  2004  and  December  2011,
punitive damages and a declaration that the SandRidge Entities must pay royalties on CO 2  produced from the plaintiffs'  acreage that results from treatment of
natural gas at the Century Plant. The Commissioner of the General Land Office of the State of Texas (“GLO”) is named as an additional defendant in the lawsuit as
some of the affected oil and natural gas leases described in the plaintiffs' allegations cover mineral classified lands in which the GLO is entitled to one-half of the
royalties attributable to such leases. The GLO has filed a cross-claim against the SandRidge Entities asserting the same claims as the plaintiffs with respect to the
leases covering mineral classified lands and seeking approximately $13.0 million in actual damages, inclusive of penalties and interest. On February 5, 2013, the
Company  received  a  favorable  summary  judgment  ruling  that  effectively  removes  a  majority  of  the  plaintiffs'  and  GLO's  claims.  On  April  29,  2013,  the  court
entered an order allowing for an interlocutory appeal of its summary judgment ruling.

The plaintiffs appealed the rulings to the Texas Court of Appeals in El Paso. On November 19, 2014, that court issued its opinion, which affirmed the trial
court’s summary judgment rulings in part,  but reversing them in part.  The Court of Appeals affirmed the summary judgment rulings in the SandRidge Entities’
favor against the GLO. The court also affirmed the summary judgment rulings in the SandRidge Entities’ favor against Wesley West Minerals, Ltd., on the largest
oil and gas lease involved in the case, which accounted for much of the total damages the plaintiffs are claiming. The court reversed certain rulings on other leases,
thus deciding those matters for the plaintiffs. The parties have petitioned the Supreme Court of Texas for review of the Court of Appeals’ decision.

The Company intends to continue to defend the remaining issues in the trial court, as well as future appellate proceedings. At the time of the rulings on
summary judgment, the lawsuit was still in the discovery stage and, accordingly, an estimate of reasonably possible losses, if any, associated with the remaining
causes of action and those rulings reversed by the Court of Appeals cannot be made until all of the facts, circumstances and legal theories relating to such claims
and the SandRidge Entities' defenses are fully disclosed and analyzed. The Company has not established any reserves relating to this action.

Between December 2012 and March 2013, seven putative shareholder derivative actions were filed in state and federal court in Oklahoma:

• Arthur I. Levine v. Tom L. Ward, et al., and SandRidge Energy, Inc., Nominal Defendant - filed on December 19, 2012 in the U.S. District Court for the
Western District of Oklahoma

• Deborah Depuy v. Tom L. Ward, et al.,  and SandRidge Energy, Inc., Nominal Defendant - filed on January 22, 2013 in the U.S. District Court for the
Western District of Oklahoma

• Paul Elliot, on Behalf of the Paul Elliot IRA R/O, v. Tom L. Ward, et al., and SandRidge Energy, Inc., Nominal Defendant filed on January 29, 2013 in
the U.S. District Court for the Western District of Oklahoma

• Dale  Hefner  v.  Tom  L.  Ward,  et  al.,  and  SandRidge  Energy,  Inc.,  Nominal  Defendant  -  filed  on  January  4,  2013  in  the  District  Court  of  Oklahoma
County, Oklahoma

• Rocky Romano v. Tom L. Ward, et al., and SandRidge Energy, Inc., Nominal Defendant - filed on January 22, 2013 in the District Court of Oklahoma
County, Oklahoma

• Joan Brothers v.  Tom L. Ward,  et  al.,  and SandRidge Energy,  Inc.,  Nominal  Defendant  -  filed on February 15,  2013 in the U.S. District  Court  for the
Western District of Oklahoma

• Lisa Ezell, Jefferson L. Mangus, and Tyler D. Mangus v. Tom L. Ward, et al., and SandRidge Energy, Inc., Nominal Defendant - filed on March 22, 2013
in the U.S. District Court for the Western District of Oklahoma
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Each lawsuit identified above was filed derivatively on behalf of the Company and names as defendants current and former directors of the Company. The
Hefner lawsuit also names as defendants certain current and former directors and senior executive officers of the Company. All seven lawsuits assert overlapping
claims - generally that the defendants breached their fiduciary duties, mismanaged the Company, wasted corporate assets, and engaged in, facilitated or approved
self-dealing  transactions  in  breach  of  their  fiduciary  obligations.  The  Depuy  lawsuit  also  alleges  violations  of  federal  securities  laws  in  connection  with  the
Company allegedly filing and distributing certain misleading proxy statements.  The lawsuits seek, among other relief,  injunctive relief related to the Company's
corporate governance and unspecified damages.

On April 10, 2013, the U.S. District Court for the Western District of Oklahoma consolidated the Levine, Depuy, Elliot, Brothers, and Ezell actions (the
“Federal  Shareholder Derivative Litigation”) under the caption “In re SandRidge Energy, Inc.  Shareholder Derivative Litigation,” appointed a lead plaintiff  and
lead counsel, and ordered the lead plaintiff to file a consolidated complaint by May 1, 2013. On June 3, 2013, the Company and the individual defendants filed
their  respective  motions  to  dismiss  the  consolidated  complaint.  On  September  11,  2013,  the  court  granted  the  defendants’  respective  motions  to  dismiss  the
consolidated  complaint  without  prejudice,  and granted  plaintiffs  leave  to  file  an  amended consolidated  complaint.  The plaintiffs  filed  an  amended consolidated
complaint on October 9, 2013, in which plaintiffs allege that: (i) the Company’s former Chief Executive Officer (“CEO”), Tom Ward, breached his fiduciary duties
by usurping corporate opportunities, (ii) certain of the Company’s current and former directors breached their fiduciary duties of care, (iii) Mr. Ward and certain of
the Company’s current and former directors wasted corporate assets, (iv) certain entities allegedly affiliated with Mr. Ward aided and abetted Mr. Ward’s breaches
of fiduciary duties, (v) Mr. Ward and entities allegedly affiliated with Mr. Ward misappropriated the Company’s confidential and proprietary information, and (vi)
entities  allegedly  affiliated  with  Mr.  Ward  were  unjustly  enriched.  On  November  15,  2013,  the  Company  and  the  individual  defendants  filed  their  respective
motions to dismiss the amended consolidated complaint. On September 22, 2014, the court denied the motion to dismiss filed on behalf of the Company and the
director defendants. The court also granted in part and denied in part the respective motions to dismiss filed on behalf of the other defendants.

On September 26, 2014, the Board of Directors for the Company formed a Special Litigation Committee (“SLC”), composed of two independent and
disinterested Company directors, and delegated absolute and final authority to the SLC to review and investigate the claims alleged by the plaintiffs in the Federal
Shareholder Derivative Litigation and in the Hefner action, and to determine whether or how those claims should be asserted on the Company’s behalf. The parties
agreed to stay the Hefner action pending the review and investigation by the SLC.

On May 8, 2013, the court stayed the Romano action pending further order of the court. On October 29, 2014, the court granted plaintiff’s application to
dismiss the action without prejudice.

On  October  7,  2015,  the  derivative  plaintiffs  in  the  Federal  Shareholder  Derivative  Litigation,  the  Special  Litigation  Committee,  and  the  individual
defendants in the Federal Shareholder Derivative Litigation (Tom Ward, Jim Brewer, Everett Dobson, William Gilliland, Daniel Jordan, Roy Oliver Jr., and Jeffrey
Serota),  executed  a  Stipulation  of  Settlement,  which  would  result  in  a  partial  settlement  of  the  Federal  Shareholder  Derivative  Litigation  by  settling  all  claims
against the individual defendants, subject to certain terms and conditions, including the approval of the court. Under the terms of the proposed partial settlement,
the Company would implement or agree to maintain certain corporate governance reforms, and the insurers for the individual defendants would pay $38.0 million
to  an  escrow  fund,  which  would  be  used  to  pay  certain  expenses  arising  from  pending  securities  litigation  and,  to  the  extent  funds  remain  after  paying  such
expenses, would be paid to the Company without any further restrictions on the Company’s use of such funds. The proposed partial settlement expressly provides,
among  other  terms,  that  the  settling  defendants  deny  all  allegations  of  wrongdoing  and  are  entering  into  the  settlement  solely  to  avoid  the  costs,  disruption,
uncertainty, and risk of further litigation. The proposed partial settlement would not settle any of the derivative plaintiffs’ claims against non-settling parties WCT
Resources, L.L.C., 192 Investments, L.L.C., and TLW Land & Cattle, L.P in the Federal Shareholder Derivative Litigation. On October 9, 2015, the court issued an
Order granting preliminary approval to the partial settlement and establishing procedures for notice to shareholders and consideration of any shareholder objections
to the partial settlement. The court also set a hearing for final approval of the partial settlement on December 18, 2015.

An estimate of reasonably possible losses associated with the Hefner action cannot be made at this time. The Company has not established any reserves
relating to this action.

On December 5, 2012, James Glitz and Rodger A. Thornberry, on behalf of themselves and all other similarly situated stockholders, filed a putative class
action complaint  in  the U.S.  District  Court  for  the Western District  of  Oklahoma against  the Company and certain  current  and former  executive  officers  of  the
Company. On January 4, 2013, Louis Carbone, on behalf of himself and all other similarly situated stockholders, filed a substantially similar putative class action
complaint in the same court
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and against the same defendants. On March 6, 2013, the court consolidated these two actions under the caption “In re SandRidge Energy, Inc. Securities Litigation”
(the “Securities Litigation”) and appointed a lead plaintiff and lead counsel. On July 23, 2013, plaintiffs filed a consolidated amended complaint, which asserts a
variety of federal securities claims against the Company and certain of its current and former officers and directors, among other defendants, on behalf of a putative
class  of  (a)  purchasers  of  SandRidge  common  stock  during  the  period  from  February  24,  2011  to  November  8,  2012,  (b)  purchasers  of  common  units  of  the
Mississippian  Trust  I  in  or  traceable  to  its  initial  public  offering on or  about  April  12,  2011,  and (c)  purchasers  of  common units  of  the  Mississippian Trust  II
(together with the Mississippian Trust I, the “Mississippian Trusts”) in or traceable to its initial public offering on or about April 23, 2012. The claims are based on
allegations that  the Company, certain of its  current and former officers and directors,  and the Mississippian Trusts,  among other defendants,  are responsible for
making false and misleading statements, and omitting material information, concerning a variety of subjects, including oil and natural gas reserves, the Company's
capital expenditures, and certain transactions entered into by companies allegedly affiliated with the Company's former CEO Tom Ward.

On May 11, 2015, the court dismissed without prejudice plaintiffs’ claims against the Mississippian Trusts and the underwriter defendants. On August 27,
2015,  the  court  dismissed  without  prejudice  plaintiffs’  claims  against  the  Company  and  the  individual  current  and  former  officers  and  directors,  and  granted
plaintiffs leave to file a second amended consolidated complaint.

On  October  23,  2015,  plaintiffs  filed  their  Second  Consolidated  Amended  Complaint  in  which  plaintiffs  assert  federal  securities  claims  against  the
Company and certain of its  current  and former officers and directors on behalf  of a putative class of purchasers of SandRidge common stock during the period
between  February  24,  2011,  and  November  8,  2012.  The  claims  are  based  on  allegations  that  the  Company  and  certain  of  its  current  and  former  officers  and
directors  are responsible  for  making false  and misleading statements,  and omitting material  information,  concerning a variety  of  subjects,  including oil  and gas
reserves, the Company’s capital expenditures, and certain transactions entered into by companies allegedly affiliated with the Company’s former CEO Tom Ward.

Because the Securities Litigation is in the early stages, an estimate of reasonably possible losses associated with it, if any, cannot be made until the facts,
circumstances and legal theories relating to the plaintiffs' claims and defendants’ defenses are fully disclosed and analyzed. The Company has not established any
reserves  relating  to  the  Securities  Litigation.  Each  of  the  Mississippian  Trusts  has  requested  that  the  Company  indemnify  it  for  any  losses  it  may  incur  in
connection with the Securities Litigation.

On July 15, 2013, James Hart and 15 other named plaintiffs filed an amended complaint in the United States District Court for the District of Kansas in an
action undertaken individually and on behalf of others similarly situated against SandRidge Energy, Inc., SandRidge Operating Company, SandRidge Exploration
and Production, LLC (“SandRidge E&P”), SandRidge Midstream, Inc., and Lariat Services, Inc. In their Amended Complaint, plaintiffs allege that the defendants
failed  to  properly  calculate  overtime  pay  for  the  plaintiffs  and  for  other  similarly  situated  current  and  former  employees.  The  plaintiffs  further  allege  that  the
defendants required the plaintiffs and other similarly situated current and former employees to engage in work-related activities without pay. The plaintiffs assert
claims against the defendants for (i) violations of the Fair Labor Standards Act, (ii) violations of the Kansas Wage Payment Act, (iii) breach of contract, and (iv)
fraud,  and  seek  to  recover  unpaid  wages  and  overtime  pay,  liquidated  damages,  statutory  penalties,  economic  damages,  compensatory  and  punitive  damages,
attorneys’ fees and costs, and both pre- and post-judgment interest.

On October 3, 2013, the plaintiffs filed a Motion for Conditional Collective Action Certification and for Judicial Notice to the Class and a Motion to Toll
the Statute of Limitations. On October 11, 2013, the defendants filed a Motion to Dismiss and a Motion to Transfer Venue to the United States District Court for
the Western District of Oklahoma.

On April 2, 2014, the court granted the defendants’ Motion to Dismiss and granted plaintiffs leave to file an amended complaint by April 16, 2014, which
they did on such date. On July 1, 2014, the court granted plaintiffs’ Motion for Conditional Collective Action Certification and for Judicial Notice to the Class, and
denied plaintiffs’ Motion to Toll the Statute of Limitations.

On May 27, 2015, the parties reached an agreement in principle to settle this lawsuit. Pursuant to such agreement, the Company will establish a settlement
fund from which to  pay participating  plaintiffs’  claims  as  well  as  plaintiffs’  attorneys’  fees.  The proposed settlement  agreement  is  subject  to  final  negotiations
between the parties and court approval. During the three-month period ended September 30, 2015 , the Company established a $5.1 million reserve for this lawsuit.

As previously disclosed, on December 18, 2013 the Company received a subpoena duces tecum from the U.S. Department of Justice in connection with
an ongoing investigation of possible violations of antitrust laws in connection with the purchase or lease of land, oil or natural gas rights. The transactions that have
been the subject of the inquiry date from 2012 and prior years.
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On  April  7,  2015,  the  U.S.  Department  of  Justice  notified  the  Company  that  it  is  a  target  of  a  grand  jury  investigation  in  the  Western  District  of  Oklahoma
concerning  violations  of  federal  antitrust  law.  The  Company  is  continuing  to  respond  to  the  government’s  requests  in  connection  with  the  investigation.  The
Company  is  unable  to  predict  the  outcome  of  the  government's  investigation,  or  any  range  of  loss  that  could  be  associated  with  the  resolution  of  any  possible
criminal  charges  or  civil  claims  that  may  be  brought  against  the  Company;  however,  any  governmental  action  or  resolution  thereof  could  be  material  to  the
Company. The Company is cooperating with the investigation.

On June 9, 2015, the Duane & Virginia Lanier Trust, individually and on behalf of all others similarly situated, filed a putative class action complaint in
the  U.S.  District  Court  for  the  Western  District  of  Oklahoma  against  the  Company  and  certain  of  its  current  and  former  officers  and  directors,  among  other
defendants,  on behalf  of a putative class of (a) purchasers of common units of the Mississippian Trust I  pursuant or traceable to its initial  public offering on or
about April 7, 2011, and/or at other times during the time period between April 7, 2011, and November 8, 2012 (the “Class Period”), and (b) purchasers of common
units of the Mississippian Trust II pursuant or traceable to its initial public offering on or about April 17, 2012, and/or at other times during the Class Period. The
claims are based on allegations that the Company, certain of its current and former officers and directors, and the Mississippian Trusts, among other defendants, are
responsible for making false and misleading statements, and omitting material information, concerning a variety of subjects, including oil and natural gas reserves
and the Company's capital expenditures. The Company and the other defendants intend to defend this lawsuit vigorously. This lawsuit is in the early stages and,
accordingly, an estimate of reasonably possible losses associated with this action, if any, cannot be made until the facts, circumstances and legal theories relating to
the plaintiffs' claims and the defendants’ defenses are fully disclosed and analyzed. The Company has not established any reserves relating to this action.

On  July  30,  2015,  Barton  Gernandt,  Jr.,  individually  and  on  behalf  of  all  others  similarly  situated,  filed  a  putative  class  action  complaint  in  the  U.S.
District Court for the Western District of Oklahoma against the Company and certain of its current and former officers and directors, among other defendants, on
behalf of a putative class comprised of all persons, except the named defendants and their immediate family members, who were participants in, or beneficiaries of,
the  SandRidge  Energy,  Inc.  401(k)  Plan  (the  “Plan”)  at  any  time  between  August  2,  2012,  and  the  present,  and  whose  Plan  accounts  included  investments  in
SandRidge common stock. The plaintiff purports to bring the action both derivatively on the Plan’s behalf pursuant to ERISA §§ 409 and 502, and as a class action
pursuant to Rule 23 of the Federal Rules of Civil Procedure. The plaintiff’s claims are based on allegations that the defendants breached their fiduciary duties owed
to the Plan and to the Plan participants by allowing the investment of the Plan’s assets in SandRidge stock when it  was otherwise allegedly imprudent to do so
based on the financial condition of the Company and the fact the Company’s common stock was artificially inflated because, among other things, the Company
materially overstated the amount of oil being produced and the ratio of oil to natural gas in one of its core holdings.

On August 19, 2015, Christina A. Cummings, individually and on behalf of all others similarly situated, filed a putative class action complaint in the U.S.
District Court for the Western District of Oklahoma against the Company and certain of its current and former officers,  among other defendants, on behalf of a
putative class comprised of all participants for whose individual accounts the SandRidge Energy, Inc. 401(k) Plan (the “Plan”) held shares of SandRidge stock from
November 8, 2012, to the present, inclusive. The plaintiff purports to bring the action both derivatively on the Plan’s behalf pursuant to ERISA §§ 409 and 502,
and as a class action pursuant to Rule 23 of the Federal Rules of Civil Procedure. The plaintiff’s claims are based on allegations that the defendants breached their
fiduciary duties owed to the Plan and to the Plan participants by allowing the investment of the Plan’s assets in SandRidge stock when it was otherwise allegedly
imprudent to do so based on the financial condition of the Company. On September 10, 2015, the Court consolidated this action with the Gernandt action.

On September 14, 2015, Richard A. McWilliams, individually and on behalf of all others similarly situated, filed a putative class action complaint in the
U.S. District Court for the Western District of Oklahoma against the Company and certain of its current and former officers and directors, among other defendants,
on behalf of a putative class comprised of all persons, except the named defendants and their immediate family members, who were participants in, or beneficiaries
of, the SandRidge Energy, Inc. 401(k) Plan (the “Plan”) at any time between August 2, 2012, and the present, and whose Plan accounts included investments in
SandRidge stock. The plaintiff purports to bring the action both derivatively on the Plan’s behalf pursuant to ERISA §§ 409 and 502, and as a class action pursuant
to Rule 23 of the Federal Rules of Civil Procedure. The plaintiff’s claims are based on allegations that the defendants breached their fiduciary duties owed to the
Plan and to the Plan participants by allowing the investment of the Plan’s assets in SandRidge stock when it was otherwise allegedly imprudent to do so based on
the financial condition of the Company and the fact the Company’s stock was artificially inflated because, among other things, the Company materially overstated
the amount of oil being produced and the ratio of oil to natural gas in one of its core holdings. On September 24, 2015, the Court consolidated this action with
Gernandt action.
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On October 15, 2015, the Court ordered the plaintiffs in the consolidated Gernandt action to file a consolidated complaint by November 24, 2015.

The  Company  intends  to  defend  this  consolidated  lawsuit  vigorously.  This  lawsuit  is  in  the  early  stages  and,  accordingly,  an  estimate  of  reasonably
possible  losses  associated  with  this  action,  if  any,  cannot  be  made  until  the  facts,  circumstances  and  legal  theories  relating  to  the  plaintiffs'  claims  and  the
defendants’ defenses are fully disclosed and analyzed. The Company has not established any reserves relating to this action.

In addition to the litigation described above, the Company is a defendant in lawsuits from time to time in the normal course of business. While the results
of litigation and claims cannot be predicted with certainty, the Company believes the reasonably possible losses of such matters, individually and in the aggregate,
are  not  material.  Additionally,  the  Company  believes  the  probable  final  outcome  of  such  matters  will  not  have  a  material  adverse  effect  on  the  Company’s
consolidated financial position, results of operations, cash flows or liquidity.

Treating Agreement Commitment

The Company is party to a 30 -year treating agreement with Occidental  for the removal of CO 2 from natural  gas volumes delivered by the Company.
Under the agreement, the Company is required to deliver a total of approximately 3,200 Bcf of CO 2 during the agreement period. The Company is obligated to pay
Occidental $0.25 per  Mcf to  the  extent  minimum annual  CO 2 volume requirements  are  not  met.  Through December  31,  2014 ,  the Company had delivered to
Occidental 54.7 Bcf  of  CO 2 ,  which  is 300.1 Bcf  less  than  the  cumulative  minimum  annual  CO 2 volume  requirements  for  the  same  period  and  had  accrued
associated annual shortfall penalties of approximately $75.0 million . If such under delivered volumes are not made up with commensurate over deliveries in the
future, the Company will be obligated to pay Occidental $0.70 per Mcf (approximately $210.1 million total) in 2041, which amount has not been accrued by the
Company as a liability as the Company does not currently believe such payment is probable.

Based  upon  the  quantity  of  CO 2 delivered  by  the  Company  during  the  period  from  January  1,  2015  through September  30,  2015 and  the  estimated
quantities  the  Company expects  to  deliver  during  the  remainder  of 2015 ,  the  Company accrued  estimated  annual  under  delivery  penalties  ( $0.25 per Mcf) of
approximately $8.8 million and $26.0 million for the three and nine -month periods ended September 30, 2015 , respectively. Based on current projected natural
gas  production  levels,  the  Company  expects  to  accrue  between  approximately $31.0  million and $38.0  million during  the  year  ending December  31,  2015 for
amounts related to the Company’s anticipated shortfall in meeting its 2015 annual delivery obligations. The Company has not accrued any liability for the $0.70
per Mcf fee (approximately $100.7 million total) that would be due in 2041 if the estimated shortfall for the nine -month period ended September 30, 2015 is not
made up in the future as the Company does not currently believe such payment is probable.

If CO 2 volumes delivered to Occidental  do not materially increase from current levels,  the Company will  have the right,  beginning in 2020, to reduce
future minimum annual CO 2 volume requirements under the agreement by paying Occidental an amount equal to the present value of $0.70 multiplied by such
reduced CO 2 volume requirements as designated by the Company. As of September 30, 2015 , if the Company were to cease delivering natural gas for processing
and  made  no future  CO 2 deliveries  from such  date  until  2020,  the  Company would  be  required  to  pay  annual  delivery  shortfall  penalties,  in  the  aggregate,  of
approximately $289.1 million for the contract years 2012 through 2019, which includes $101.0 million for penalties incurred through September 30, 2015 . Further,
by  paying  approximately $290.1  million in  2020,  which  includes  the  present  value  of  $0.70  multiplied  by  delivery  shortfalls  incurred  through  such  date,  the
Company could adjust the future CO 2 volume requirements to zero. This amount will continue to decrease as future deliveries of CO 2 are made. The Company
also may terminate the treating agreement at any time, which would require a termination payment by the Company to Occidental of an amount equal to (a) the
present value of $0.70 multiplied by the remaining CO 2 volumes required to be delivered under the agreement, plus (b) Occidental’s current net book value of the
Century Plant.

The  Company  has  first  priority  on  daily  available  processing  capacity  for  properly  nominated  and  delivered  volumes;  however,  based  on  cumulative
delivered volumes as of the balance sheet date, if the Company makes no further deliveries from that date until 2025, beginning in 2025 the Century Plant, even if
fully utilized, would not have adequate capacity to allow the Company to deliver CO 2 volumes attributable to previously incurred delivery shortfalls at that time.
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Risks and Uncertainties

The Company’s revenue, profitability and future growth are substantially dependent upon the prevailing and future prices for oil and natural gas, which
depend  on  numerous  factors  beyond  the  Company’s  control  such  as  overall  oil  and  natural  gas  production  and  inventories  in  relevant  markets,  economic
conditions, the global political environment, regulatory developments and competition from other energy sources. Oil and natural gas prices historically have been
volatile, and may be subject to significant fluctuations in the future. The Company enters into commodity derivative arrangements in order to mitigate a portion of
the effect of this price volatility on the Company’s cash flows. See Note 8 for the Company’s open oil and natural gas derivative contracts.

Production  targets  contained  in  certain  gathering  and  treating  agreements  in  effect  at  September  30,  2015  require  the  Company  to  incur  capital
expenditures or make associated shortfall payments. The Company depends on cash flows from operating activities and, as necessary, borrowings under its senior
credit facility to fund its capital expenditures. Additionally, the Company may use proceeds from the issuance of equity and debt securities in the capital markets
and  from  sales  or  other  monetizations  of  assets  to  fund  its  capital  expenditures.  Based  on  current  cash  balances  and  cash  flows  from  operating  activities,  the
Company expects to be able to fund its planned capital expenditures budget, debt service requirements and working capital needs in 2015; however, if the current
depressed oil or natural gas prices persist for a prolonged period or further decline from current levels, they would have a material adverse effect on the Company’s
financial position, results of operations, cash flows and quantities of oil, natural gas and NGL reserves that may be economically produced, which could adversely
impact the Company’s ability to comply with the financial  covenants under its senior credit  facility.  See Note 7 for discussion of the financial covenants in the
senior credit facility.

On July 23, 2015, the Company received notification from the New York Stock Exchange (“NYSE”) that the price of its common stock had fallen below
the  NYSE’s  listing  standard,  which  requires  that  the  average  closing  price  not  be  less  than  $1.00  per  share  over  a  period  of  30  consecutive  trading  days.  The
Company intends to consider available alternatives to cure the stock
price deficiency and return to compliance with the NYSE continued listing requirement. If the Company’s common stock ultimately were to be delisted, it could
adversely impact the Company’s ability to generate funds from equity financing.
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11 . Equity

Common Stock

In June 2015,  the Company's  stockholders  approved an amendment  to the Company's  Certificate  of  Incorporation,  to  increase  the number of  shares  of
capital stock the Company is authorized to issue from 850.0 million ( 800.0 million shares of common stock and 50.0 million shares of preferred stock), par value
$0.001 to 1.85 billion ( 1.80 billion shares of common stock and 50.0 million shares of preferred stock), par value $0.001 .

During the three-month period ended September 30, 2015 , the Company issued approximately 8.0 million shares of common stock upon the exercise of
conversion  options  by holders  of  approximately $21.9 million in  par  value of  the Convertible  Senior  Unsecured Notes.  The Company recorded the issuance of
common  shares  at  fair  value  on  the  various  dates  the  exchanges  occurred.  See  Note 7 for  additional  discussion  of  the  Convertible  Senior  Unsecured  Notes
transactions.

During the nine-month period ended September 30, 2015 , the Company issued approximately 28.0 million shares of common stock in exchange for $50.0
million in Senior Unsecured Notes. See Note 7 for additional discussion of the redemption of Senior Unsecured Notes.

Preferred Stock Dividends

Dividends on the Company’s 8.5% and 7.0% convertible perpetual preferred stock may be paid in cash or with shares of the Company’s common stock at
the Company’s election. In the first quarter of 2015, dividends of $11.3 million on the Company’s 8.5% convertible perpetual preferred stock were paid in cash.
The remainder of the dividends paid on the Company’s convertible perpetual preferred stock for the nine -month period ended September 30, 2015 were paid by
the issuance of common stock as follows:

• For the nine -month period ended September 30, 2015 , the Company paid a semi-annual dividend of $3.50 per share on its 7.0% convertible perpetual
preferred stock by issuing approximately 5.7 million shares  of  common stock.  In  accordance with the terms governing the 7.0% convertible perpetual
preferred stock,  for  purposes of  the dividend payment,  the value of  each share issued was determined by multiplying (i)  the average volume-weighted
share price for the 15 trading day period ending April 28, 2015 by (ii) 95% . Based upon the common stock’s closing price on May 15, 2015, the common
stock issued had a market value of approximately $6.7 million , or $2.23 per each of the 3.0 million shares of 7.0% convertible perpetual preferred stock
outstanding, that resulted in a difference between the fixed rate semi-annual dividend and the value of shares issued of approximately $3.8 million . This
difference was recorded as a reduction to preferred stock dividends in the unaudited condensed consolidated statements of operations for the three and
nine -month periods ended September 30, 2015 .

• For the three-month period ended September 30, 2015 , the Company paid a semi-annual dividend of $4.25 per share on its 8.5% convertible perpetual
preferred stock by issuing approximately 18.6 million shares of common stock. In accordance with the terms governing the 8.5% convertible perpetual
preferred stock,  for  purposes of  the dividend payment,  the value of  each share issued was determined by multiplying (i)  the average volume-weighted
share  price  for  the 15 trading  day  period  ending  July  29,  2015  by  (ii) 95% .  Based  upon  the  common  stock’s  closing  price  on  August  17,  2015,  the
common  stock  issued  had  a  market  value  of  approximately $9.5  million ,  or $3.58 per  each  of  the 2.7  million shares  of 8.5% convertible perpetual
preferred stock outstanding, that resulted in a difference between the fixed rate semi-annual dividend and the value of shares issued of approximately $1.8
million . This difference was recorded as a reduction to preferred stock dividends in the unaudited condensed consolidated statements of operations for the
three and nine -month periods ended September 30, 2015 .

All dividend payments for the three and nine -month periods ended September 30, 2014 on the Company’s 8.5% , 6.0% and 7.0% convertible perpetual
preferred stock were paid in cash. Additionally, in the fourth quarter of 2014, all outstanding shares of the 6.0% convertible perpetual preferred stock converted
automatically into shares of the Company’s common stock at the then-prevailing conversion rate, resulting in the issuance of approximately 18.4 million shares of
common stock. The final dividend payment for the 6.0% convertible preferred stock was made during 2014.
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Paid and unpaid dividends included in the calculation of loss applicable to the Company’s common stockholders and the Company’s basic (loss) income
per  share  calculation  for  the three  and  nine -month  periods  ended September  30,  2015 and 2014 are  presented  in  the  accompanying  unaudited  condensed
consolidated statements of operations. In the third quarter of 2015, the Company announced the suspension of payment of the semi-annual dividend on shares of its
7.0% convertible perpetual preferred stock.

See Note 13 for discussion of the Company’s loss per share calculation.     

Treasury Stock

The Company makes  required  statutory  tax payments  on behalf  of  employees  when their  restricted  stock awards  vest  and then withholds  a  number  of
vested shares of common stock having a value on the date of vesting equal to the tax obligation. The following table shows the number of shares withheld for taxes
and the associated value of those shares for the nine -month periods ended September 30, 2015 and 2014 . These shares were accounted for as treasury stock when
withheld and then immediately retired.

 Nine Months Ended September 30,

 2015  2014
 (In thousands)
Number of shares withheld for taxes 1,699  1,004
Value of shares withheld for taxes $ 2,347  $ 6,281

Stockholder Receivable

The Company is party to a settlement agreement relating to a third-party claim against its former CEO under Section 16(b) of the Securities Exchange Act
of 1934, as amended. Based on the nature of the settlement as well as the former CEO’s position as an officer of the Company at the time of the settlement, the
receivable is classified as a component of additional paid-in capital in the accompanying unaudited condensed consolidated balance sheets. The remaining amount
receivable  under  the  agreement  as  of September  30,  2015 and December  31,  2014 was $2.5 million and is  due in two equal  installments  in  October  2015 and
October 2016.

See Note 15 for discussion of the Company’s share-based compensation.
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12 . Income Taxes

The Company estimates for each interim reporting period the effective tax rate expected for the full fiscal year and uses that estimated rate in providing
for income taxes on a current year-to-date basis. The provision for income taxes consisted of the following components for the three and nine -month periods ended
September 30, 2015 and 2014 (in thousands):

 Three Months Ended September 30,  Nine Months Ended September 30,

 2015  2014  2015  2014

Current        
Federal $ —  $ (1,160)  $ —  $ (1,160)
State 25  96  90  (971)

 25  (1,064)  90  (2,131)
Deferred        

Federal —  —  —  —
State —  —  —  —

 —  —  —  —
Total provision 25  (1,064)  90  (2,131)
Less: income tax provision attributable to noncontrolling interest 19  66  68  236

Total provision attributable to SandRidge Energy, Inc. $ 6  $ (1,130)  $ 22  $ (2,367)

Deferred income taxes are provided to reflect the future tax consequences of temporary differences between the tax basis of assets and liabilities and their
reported amounts in the financial statements. The Company’s deferred tax assets have been reduced by a valuation allowance due to a determination that it is more
likely than not that some or all of the deferred assets will not be realized based on the weight of all available evidence. The Company continues to closely monitor
and weigh all available evidence, including both positive and negative, in making its determination whether to maintain a valuation allowance. As a result of the
significant weight placed on the Company's cumulative negative earnings position, the Company continued to maintain the full valuation allowance against its net
deferred tax asset at September 30, 2015 . Thus the Company’s effective tax rate and tax expense for the three and nine -month periods ended September 30, 2015
continue to be low as a result of the Company not recognizing an income tax benefit associated with its net loss from the same periods.

    
Internal Revenue Code (“IRC”) Section 382 addresses company ownership changes and specifically limits the utilization of certain deductions and other

tax attributes  on an annual  basis  following an ownership change.  The Company experienced ownership changes within the meaning of IRC Section 382 during
2008 and 2010 that subjected certain of the Company’s tax attributes, including $929.4 million of federal net operating loss carryforwards, to the IRC Section 382
limitation. These limitations could result in a material amount of existing loss carryforwards expiring unused. None of these limitations resulted in a current federal
tax liability at September 30, 2015 .

At  both September  30,  2015 and December  31,  2014 ,  the  Company  had  a  liability  of  approximately $0.1  million for  unrecognized  tax  benefits.  The
Company does not expect a significant change in its gross unrecognized tax benefits balance within the next twelve months.

The  Company’s  only  taxing  jurisdiction  is  the  United  States  (federal  and  state).  The  Company’s  tax  years 2012 to  present  remain  open  for  federal
examination.  Additionally,  tax  years 2005 through 2011 remain  subject  to  examination  for  the  purpose  of  determining  the  amount  of  remaining  federal  net
operating loss and other carryforwards. The number of years open for state tax audits varies, depending on the state, but are generally from three to five years.    
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13 . (Loss) Earnings per Share

The following table summarizes the calculation of weighted average common shares outstanding used in the computation of diluted loss per share, for the
three and nine -month periods ended September 30, 2015 and 2014 :

 Net (Loss) Income  
Weighted Average

Shares  
(Loss) Earnings Per

Share
 (In thousands, except per share amounts)
Three Months Ended September 30, 2015      

Basic loss per share $ (649,526)  526,388  $ (1.23)
Effect of dilutive securities      

Restricted stock and units(1) —  —   
Convertible preferred stock(2) —  —   
Convertible senior unsecured notes(3) —  —   

Diluted loss per share $ (649,526)  526,388  $ (1.23)

Three Months Ended September 30, 2014      
Basic earnings per share $ 145,957  485,458  $ 0.30
Effect of dilutive securities      

Restricted stock —  320   
Convertible preferred stock 11,381  90,133   

Diluted earnings per share $ 157,338  575,911  $ 0.27

Nine Months Ended September 30, 2015      
Basic loss per share $ (3,070,916)  500,077  $ (6.14)
Effect of dilutive securities      

Restricted stock and units(1) —  —   
Convertible preferred stock(2) —  —   
Convertible senior unsecured notes(3) —  —   

Diluted loss per share $ (3,070,916)  500,077  $ (6.14)

Nine Months Ended September 30, 2014      
Basic loss per share $ (51,036)  485,194  $ (0.11)
Effect of dilutive securities      

Restricted stock(4) —  —   
Convertible preferred stock(5) —  —   

Diluted loss per share $ (51,036)  485,194  $ (0.11)
____________________

(1) No incremental shares of potentially dilutive restricted stock awards or units were included for the three and nine -month periods ended September 30,
2015 as their effect was antidilutive under the treasury stock method.

(2) Potential common shares related to the Company’s outstanding 8.5% and 7.0% convertible perpetual preferred stock covering 71.7 million shares for the
three and nine -month periods ended September 30, 2015 , were excluded from the computation of loss per share because their effect would have been
antidilutive under the if-converted method.

(3) Potential  common shares related to the Company’s outstanding 8.125% and 7.5% Convertible Senior Unsecured Notes covering 43.4 million and 14.6
million shares  for  the three  and nine -month  periods  ended September  30,  2015 ,  respectively,  were  excluded  from the  computation  of  loss  per  share
because their effect would have been antidilutive under the if-converted method.

(4) Restricted stock awards covering 2.8 million shares for the nine -month period ended September 30, 2014 were excluded from the computation of loss per
share because their effect would have been antidilutive.

(5) Potential common shares related to the Company’s outstanding 8.5% , 6.0% and 7.0% convertible perpetual preferred stock covering 90.1 million shares
for  the nine -month  period  ended September  30,  2014 ,  were  excluded  from  the  computation  of  loss  per  share  because  their  effect  would  have  been
antidilutive under the if-converted method.
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See Note 7 for discussion of common stock issued in exchange for Senior Unsecured Notes and issuance of the Convertible Senior Unsecured Notes. See
Note 11 for discussion of common stock issued in payment of preferred stock dividends.

14 . Related Party Transactions

Former
Chairman
and
CEO
Severance.
Included in other  current  liabilities  and other  long-term obligations in the accompanying unaudited condensed
consolidated  balance  sheets  as  of September  30,  2015 and December  31,  2014 are  amounts  totaling $2.0  million and $3.1  million ,  respectively,  due  to  the
Company’s former Chairman and CEO under the terms of his employment agreement.  Such amounts are to be paid in monthly installments  through December
2016. See Note 11 for discussion of the stockholder receivable due from the Company’s former Chairman and CEO.

2014 
Divestiture.
See  Note 2 for  discussion  of  the  sale  of  the  Gulf  Properties  to  Fieldwood  and  the  Company’s  guarantee  on  behalf  of  Fieldwood  of
certain  associated  plugging  and  abandonment  obligations  associated  with  the  Gulf  Properties.  Fieldwood  is  a  portfolio  company  of  Riverstone  Holdings  LLC,
affiliates of which own a significant number of shares of the Company’s common stock.

Acquisition
of
Ownership
Interest.
In March 2014, the Company purchased the additional ownership interest owned by its partner in GRLP and Genpar,
which was deemed a related party at the time. See Note 3 for additional discussion.
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15 . Share-Based Compensation

The  Company  issues  share-based  compensation  awards  including  restricted  common  stock  awards,  restricted  stock  units,  performance  units  and
performance share units under the SandRidge Energy, Inc. 2009 Incentive Plan (the “Plan”). Total share-based compensation expense is measured using the grant
date fair value for equity-classified awards and using the fair value at period end for liability-classified awards.

Restricted Common Stock Awards

The Company’s  restricted  common stock  awards  generally  vest  over  a four -year  period,  subject  to  certain  conditions,  and are  valued  based upon the
market value of the Company’s common stock on the date of grant. The following table presents a summary of the Company’s unvested restricted stock awards.

 
Number of
Shares  

Weighted-
Average Grant
Date Fair Value

 (In thousands)   
Unvested restricted shares outstanding at December 31, 2014 8,556  $ 6.39

Granted 2,928  $ 0.88
Vested (4,887)  $ 4.95
Forfeited / Canceled (620)  $ 6.39

Unvested restricted shares outstanding at September 30, 2015 5,977  $ 4.87

As of September 30, 2015 , the Company’s unrecognized compensation cost related to unvested restricted stock awards was $21.9 million . Such cost is
expected to be recognized over a weighted-average period of 2.2 years. The Company’s restricted stock awards are equity-classified awards.

Restricted Stock Units

During the nine -month period ended September 30, 2015 , the Company granted restricted stock units that vest over a maximum of four years and will be
settled in cash, shares of Company common stock or a combination of common stock and cash.

Restricted
Stock
Units
-
Settled
in
Cash
or
Stock
. The following table presents a summary of the Company’s unvested restricted stock units which may be
settled in shares of the Company’s common stock, cash or some combination of common stock and cash at the Company’s election. These restricted stock units are
liability-classified awards, which vest ratably over a maximum four -year period from the date of grant and were valued at September 30, 2015 based upon the
Company’s period end common stock price.

 
Number of

Units  
 Fair Value per Unit at
September 30, 2015

 (In thousands)   
Unvested units outstanding at December 31, 2014 —   

Granted 11,095   
Vested(1) (873)   
Forfeited / Canceled (646)   

Unvested units outstanding at September 30, 2015 9,576  $ 0.27
____________________

(1)    Restricted stock units which vested during the nine -month period ended September 30, 2015 were settled by the issuance of common stock.

As of September 30, 2015 , the Company’s unrecognized compensation cost related to the unvested restricted stock units noted above was $1.8 million
and is expected to be recognized over a weighted-average period of 1.8 years.
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Restricted
Stock
Units
-
Settled
in
Cash.
The following table presents a summary of the Company’s unvested restricted stock units which will be settled in
cash at the end of each vesting period for an amount based on the Company’s common stock price as of the vesting date. These restricted stock units are liability-
classified awards and vest over a two -year period ( 40% at the end of the first year and 60% at the end of the second year). The restricted stock units were valued
based upon the Company’s period end common stock price, discounted using a credit spread ( 7.2% at September 30, 2015 ) that was determined based upon an
analysis of the historical option adjusted spread for the Company’s outstanding senior notes and the outstanding long-term debt of comparable companies.

 Number of Units  
 Fair Value per Unit at
September 30, 2015

 (In thousands)     
Unvested units outstanding at December 31, 2014 —     

Granted 3,104     
Vested —     
Forfeited / Canceled (122)     

Unvested units outstanding at September 30, 2015 2,982  $ 0.08 – $ 0.23
    
As of September 30, 2015 , the Company’s unrecognized compensation cost related to unvested two-year restricted stock units was $0.2 million . Such

cost is expected to be recognized over a weighted-average period of 0.9 years.

Performance Units and Performance Share Units

The Company periodically  grants  performance  units  and performance  share  units  to  certain  members  of  senior  management  which vest  ratably  over  a
performance  period  of  approximately three years  with  cash  settlements,  if  any,  occurring  at  the  end  of  the  performance  period.  The  value,  and  ultimate  cash
settlement, of the performance units is determined based upon the Company’s total shareholder return relative to that of a predetermined peer group over a specific
performance period. The Company’s performance units and performance share units are liability-classified awards.

The  performance  units  and  performance  share  units  are  valued  for  accounting  purposes  using  a  Monte  Carlo  simulation  based  on  certain  assumptions
including (i) a volatility assumption based on the historical realized price volatility of the Company’s common stock and the common stock of the predetermined
peer group and (ii) a risk-free interest rate based on the U.S. Treasury bond yield for a term commensurate with the approximate remaining vesting period for each
grant.

    
Performance
Units.
The following table  presents  a  summary of  the  fair  values  of  the  performance  units  granted  during the  years  ended December 31,

2014 and 2013 and the related assumptions for all outstanding performance units at September 30, 2015 and December 31, 2014 .

 September 30, 2015  December 31, 2014
Expected price volatility range 30.7% - 148.5%  26.6% - 86.6%
Weighted-average risk-free interest rate   0.2%    0.5%
Weighted-average fair value per unit   $ 0.17    $ 13.85
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Performance unit activity for the nine -month period ended September 30, 2015 was as follows:

 
Number of Performance

Units
 (In thousands)
Outstanding at December 31, 2014 66

Granted —
Forfeited /canceled —

Outstanding at September 30, 2015 66

  
Performance period ending December 31, 2015  

Vested 22
Unvested 6

Performance period ending December 31, 2016  
Vested 15
Unvested 23

Performance
Share
Units.
During the nine -month period ended September 30, 2015 , the Company granted performance share units to certain members
of  senior  management.  The  following  table  presents  a  summary  of  the  fair  values  of  the  performance  share  units  granted  and  the  related  assumptions  for  all
outstanding performance share units at September 30, 2015 .

 September 30, 2015
Expected price volatility range 29.8% - 116.9%
Weighted-average risk-free interest rate   0.7%
Weighted-average fair value per unit   $ 0.08

P erformance share unit activity for the nine -month period ended September 30, 2015 was as follows:

 
Number of Performance

Share Units
 (In thousands)
Outstanding at December 31, 2014 —

Granted 2,044
Forfeited /canceled (151)

Outstanding at September 30, 2015 1,893

  

Performance period ending December 31, 2017  
Vested 96
Unvested 1,797

Allocation of Share-Based Compensation

Equity compensation provided to employees directly involved in exploration and development activities is capitalized to the Company’s oil and natural
gas properties.  Equity compensation not capitalized is recognized in general and administrative expenses,  production expenses, cost of sales and midstream and
marketing  expenses  in  the  unaudited  condensed  consolidated  statements  of  operations.  For  the three  and nine -month  periods  ended September  30,  2015 , the
Company recognized share-based compensation expense of $3.6 million and $17.5 million , net of $0.9 million and $3.2 million capitalized, respectively. For the
three and nine -month periods ended September 30, 2014 , the Company recognized share-based compensation expense of $3.1 million and $18.6 million , net of
$1.5 million and $4.5 million capitalized, respectively.
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16 . Business Segment Information

The Company has three reportable segments: exploration and production, drilling and oil field services and midstream services. These segments represent
the Company’s three main business units, each offering different products and services. The exploration and production segment is engaged in the exploration and
production of oil and natural gas properties and includes the activities of the Royalty Trusts. The drilling and oil field services segment is engaged in the contract
drilling of oil and natural gas wells and provides various oil field services. The midstream services segment is engaged in the purchasing, gathering, treating and
selling  of  natural  gas  and  coordinates  the  delivery  of  electricity  to  the  Company’s  exploration  and  production  operations  in  the  Mid-Continent.  The  All  Other
columns in the tables below include items not related to the Company’s reportable segments, including the Company’s corporate operations.
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Management evaluates the performance of the Company’s business segments based on income (loss) from operations. Summarized financial information
concerning the Company’s segments is shown in the following table (in thousands):

 
Exploration and
Production(1)  

Drilling and Oil Field
Services(2)  Midstream Services  All Other (3)  Consolidated Total

Three Months Ended September 30, 2015          
Revenues $ 165,134  $ 14,754  $ 20,812  $ 1,608  $ 202,308
Inter-segment revenue —  (10,182)  (11,974)  —  (22,156)

Total revenues $ 165,134  $ 4,572  $ 8,838  $ 1,608  $ 180,152

Loss fr om operations $ (988,903)  $ (27,723)  $ (2,090)  $ (41,017)  $ (1,059,733)
Interest expense (3)  —  —  (76,997)  (77,000)
Gain on extinguishment of debt —  —  —  340,699  340,699
Other (expense) income, net (109)  3  20  (340)  (426)

(Loss) income before income taxes $ (989,015)  $ (27,720)  $ (2,070)  $ 222,345  $ (796,460)

Capital expenditures(4) $ 106,013  $ 259  $ 3,719  $ 3,306  $ 113,297

Depreciation, depletion, amortization and accretion $ 67,652  $ 3,966  $ 2,984  $ 4,410  $ 79,012

          

Three Months Ended September 30, 2014          
Revenues $ 359,613  $ 51,082  $ 31,132  $ 1,224  $ 443,051
Inter-segment revenue —  (29,734)  (19,210)  —  (48,944)

Total revenues $ 359,613  $ 21,348  $ 11,922  $ 1,224  $ 394,107

Income (loss) from operations $ 275,191  $ (1,155)  $ (3,218)  $ (14,327)  $ 256,491
Interest expense —  —  —  (59,783)  (59,783)
Other (expense) income, net (38)  (89)  5  (151)  (273)

Income (loss) before income taxes $ 275,153  $ (1,244)  $ (3,213)  $ (74,261)  $ 196,435

Capital expenditures(4) $ 435,758  $ 3,603  $ 14,045  $ 14,422  $ 467,828

Depreciation, depletion, amortization and accretion $ 113,711  $ 6,884  $ 2,530  $ 4,977  $ 128,102

          

Nine Months Ended September 30, 2015          
Revenues $ 575,411  $ 56,545  $ 63,123  $ 3,802  $ 698,881
Inter-segment revenue (12)  (36,887)  (36,915)  —  (73,814)

Total revenues $ 575,399  $ 19,658  $ 26,208  $ 3,802  $ 625,067

Loss from operations $ (3,554,661)  $ (39,248)  $ (9,118)  $ (80,245)  $ (3,683,272)
Interest expense, net (42)  —  —  (213,527)  (213,569)
Gain on extinguishment of debt —  —  —  358,633  358,633
Other income, net 1,067  3  33  105  1,208

(Loss) income before income taxes $ (3,553,636)  $ (39,245)  $ (9,085)  $ 64,966  $ (3,537,000)

Capital expenditures(4) $ 559,515  $ 2,732  $ 20,400  $ 18,405  $ 601,052

Depreciation, depletion, amortization and accretion $ 270,292  $ 14,726  $ 8,457  $ 13,988  $ 307,463

At September 30, 2015          
Total assets $ 2,635,656  $ 60,740  $ 217,784  $ 1,188,902  $ 4,103,082
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Exploration and
Production(1)  

Drilling and Oil Field
Services(2)  Midstream Services  All Other (3)  Consolidated Total

Nine Months Ended September 30, 2014          
Revenues $ 1,106,883  $ 150,054  $ 115,846  $ 3,299  $ 1,376,082
Inter-segment revenue (26)  (92,774)  (71,405)  —  (164,205)

Total revenues $ 1,106,857  $ 57,280  $ 44,441  $ 3,299  $ 1,211,877

Income (loss) from operations $ 288,497  $ (6,605)  $ (6,973)  $ (58,679)  $ 216,240
Interest income (expense), net 138  —  —  (183,827)  (183,689)
Other (expense) income, net (272)  (561)  5  3,987  3,159

Income (loss) before income taxes $ 288,363  $ (7,166)  $ (6,968)  $ (238,519)  $ 35,710

Capital expenditures(4) $ 1,056,568  $ 10,877  $ 25,810  $ 27,282  $ 1,120,537

Depreciation, depletion, amortization and accretion $ 333,109  $ 22,256  $ 7,480  $ 15,453  $ 378,298

At December 31, 2014          
Total assets $ 6,273,802  $ 115,083  $ 219,691  $ 650,649  $ 7,259,225

____________________

(1) (Loss)  income from operations  includes  full  cost  ceiling  limitation  impairments  of $1.0 billion and $3.6 billion for the three  and nine -month periods
ended September 30, 2015 , respectively, and $164.8 million for the nine -month period ended September 30, 2014 .

(2) (Loss)  income  from  operations  includes  an  impairment  of $19.8  million on  certain  drilling  assets  for  the three  and  nine -month  periods  ended
September 30, 2015 and $3.1 million for certain drilling assets held for sale for the nine -month period ended September 30, 2014 .

(3) (Loss)  income from operations  for  the three  and nine -month  periods  ended September  30,  2015 includes an impairment  of $15.4 million on property
located in downtown Oklahoma City, Oklahoma. See Note 5 .

(4) On an accrual basis and exclusive of acquisitions.
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17 . Condensed Consolidating Financial Information

The Company provides condensed consolidating financial information for its subsidiaries that are guarantors of its registered debt. As of September 30,
2015 , the subsidiary guarantors, which are 100% owned by the Company, have jointly and severally guaranteed, on a full, unconditional and unsecured basis, the
Company’s outstanding Senior Unsecured Notes. The subsidiary guarantees (i) rank equally in right of payment with all of the existing and future senior debt of the
subsidiary guarantors; (ii) rank senior to all of the existing and future subordinated debt of the subsidiary guarantors; (iii) are effectively subordinated in right of
payment  to  any  existing  or  future  secured  obligations  of  the  subsidiary  guarantors  to  the  extent  of  the  value  of  the  assets  securing  such  obligations;  (iv)  are
structurally  subordinated  to  all  debt  and  other  obligations  of  the  subsidiaries  of  the  guarantors  who  are  not  themselves  subsidiary  guarantors;  and  (v)  are  only
released  under  certain  customary  circumstances.  The  Company’s  subsidiary  guarantors  guarantee  payments  of  principal  and  interest  under  the  Company’s
registered notes.

Certain of the Company’s wholly owned subsidiaries that were sold in February 2014, as discussed in Note 2 , guaranteed the Company’s registered debt.
Upon the closing of the sale, these subsidiaries were released from their guarantees. The condensed consolidating financial information in the tables below reflects
these subsidiaries’ financial information through the date of the sale.

The following condensed consolidating financial information represents the financial information of SandRidge Energy, Inc., its wholly owned subsidiary
guarantors and its non-guarantor subsidiaries, prepared on the equity basis of accounting. The non-guarantor subsidiaries, including consolidated VIEs, majority-
owned subsidiaries and certain immaterial  wholly owned subsidiaries,  are included in the non-guarantors column in the tables below. The financial  information
may not necessarily be indicative of the financial position, results of operations or cash flows had the subsidiary guarantors operated as independent entities.
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Condensed Consolidating Balance Sheets
 

 September 30, 2015

 Parent  Guarantors  Non-Guarantors  Eliminations  Consolidated
 (In thousands)

ASSETS          
Current assets          

Cash and cash equivalents $ 781,544  $ 895  $ 7,703  $ —  $ 790,142
Accounts receivable, net 7  191,538  6,867  (207)  198,205
Intercompany accounts receivable 1,021,591  1,345,932  31,568  (2,399,091)  —
Derivative contracts —  103,317  9,918  (9,918)  103,317
Prepaid expenses —  11,300  8  —  11,308
Other current assets —  6,025  —  —  6,025

Total current assets 1,803,142  1,659,007  56,064  (2,409,216)  1,108,997
Property, plant and equipment, net —  2,525,988  309,098  —  2,835,086
Investment in subsidiaries 3,474,974  7,613  —  (3,482,587)  —
Derivative contracts —  16,249  —  —  16,249
Other assets 131,692  16,346  614  (5,902)  142,750

Total assets $ 5,409,808  $ 4,225,203  $ 365,776  $ (5,897,705)  $ 4,103,082
LIABILITIES AND STOCKHOLDERS’ (DEFICIT)

EQUITY          
Current liabilities          

Accounts payable and accrued expenses $ 148,572  $ 294,116  $ 2,564  $ (207)  $ 445,045
Intercompany accounts payable 1,348,078  1,016,830  34,183  (2,399,091)  —
Derivative contracts —  10,287  —  (9,918)  369
Deferred tax liability 51,126  —  —  —  51,126

Total current liabilities 1,547,776  1,321,233  36,747  (2,409,216)  496,540
Investment in subsidiaries 985,780  342,035  —  (1,327,815)  —
Long-term debt 3,942,896  —  —  (5,902)  3,936,994
Derivative contracts —  326  —  —  326
Asset retirement obligations —  58,121  —  —  58,121
Other long-term obligations 77  14,294  —  —  14,371

Total liabilities 6,476,529  1,736,009  36,747  (3,742,933)  4,506,352
Stockholders’ (Deficit) Equity          

SandRidge Energy, Inc. stockholders’ (deficit) equity (1,066,721)  2,489,194  329,029  (2,818,223)  (1,066,721)
Noncontrolling interest —  —  —  663,451  663,451

Total stockholders’ (deficit) equity (1,066,721)  2,489,194  329,029  (2,154,772)  (403,270)

Total liabilities and stockholders’ (deficit) equity $ 5,409,808  $ 4,225,203  $ 365,776  $ (5,897,705)  $ 4,103,082
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 December 31, 2014

 Parent(1)  Guarantors(1)(2)  Non-Guarantors(3)  Eliminations(2)(3)  Consolidated
 (In thousands)

ASSETS          
Current assets          

Cash and cash equivalents $ 170,468  $ 1,398  $ 9,387  $ —  $ 181,253
Accounts receivable, net 7  299,764  30,313  (7)  330,077
Intercompany accounts receivable 751,376  1,339,152  41,679  (2,132,207)  —
Derivative contracts —  284,825  45,043  (38,454)  291,414
Prepaid expenses —  7,971  10  —  7,981
Other current assets —  21,193  —  —  21,193

Total current assets 921,851  1,954,303  126,432  (2,170,668)  831,918
Property, plant and equipment, net —  5,137,702  1,077,355  —  6,215,057
Investment in subsidiaries 6,606,198  25,944  —  (6,632,142)  —
Derivative contracts —  47,003  —  —  47,003
Other assets 152,286  18,197  666  (5,902)  165,247

Total assets $ 7,680,335  $ 7,183,149  $ 1,204,453  $ (8,808,712)  $ 7,259,225

LIABILITIES AND EQUITY          
Current liabilities          

Accounts payable and accrued expenses $ 151,825  $ 526,941  $ 4,633  $ (7)  $ 683,392
Intercompany accounts payable 1,365,210  731,103  35,894  (2,132,207)  —
Derivative contracts —  38,454  —  (38,454)  —
Deferred tax liability 95,843  —  —  —  95,843
Other current liabilities —  5,216  —  —  5,216

Total current liabilities 1,612,878  1,301,714  40,527  (2,170,668)  784,451
Investment in subsidiaries 928,217  134,013  —  (1,062,230)  —
Long-term debt 3,201,338  —  —  (5,902)  3,195,436
Asset retirement obligations —  54,402  —  —  54,402
Other long-term obligations 77  15,039  —  —  15,116

Total liabilities 5,742,510  1,505,168  40,527  (3,238,800)  4,049,405
Equity          

SandRidge Energy, Inc. stockholders’ equity 1,937,825  5,677,981  1,163,926  (6,841,907)  1,937,825
Noncontrolling interest —  —  —  1,271,995  1,271,995

Total equity 1,937,825  5,677,981  1,163,926  (5,569,912)  3,209,820

Total liabilities and equity $ 7,680,335  $ 7,183,149  $ 1,204,453  $ (8,808,712)  $ 7,259,225
____________________

(1) Parent accounts payable and accrued expenses have decreased and intercompany accounts payable have increased by approximately $49.5 million for
amounts previously misclassified. Guarantor accounts payable and accrued expenses have increased and intercompany accounts payable have decreased
by a corresponding amount.

(2) Amounts presented as property, plant and equipment have been revised to include approximately $150.4 million previously misclassified as investment in
subsidiary.

(3) Amounts previously misclassified as property, plant and equipment and SandRidge Energy, Inc. stockholders’ equity totaling approximately $150.4
million are now presented as Guarantor property, plant and equipment.
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Condensed Consolidating Statements of Operations

 Parent  Guarantors  Non-Guarantors  Eliminations  Consolidated
 (In thousands)
Three Months Ended September 30, 2015          
Total revenues $ —  $ 159,502  $ 20,650  $ —  $ 180,152
Expenses          

Direct operating expenses —  84,577  2,915  —  87,492
General and administrative 48  33,253  932  —  34,233
Depreciation, depletion, amortization and accretion —  72,384  6,628  —  79,012
Impairment —  838,331  236,257  —  1,074,588
Gain on derivative contracts —  (36,761)  (5,450)  —  (42,211)
Loss on sale of assets —  6,771  —  —  6,771

Total expenses 48  998,555  241,282  —  1,239,885
Loss from operations (48)  (839,053)  (220,632)  —  (1,059,733)
Equity earnings from subsidiaries (904,065)  (64,546)  —  968,611  —
Interest expense (76,998)  (2)  —  —  (77,000)
Gain on extinguishment of debt 340,699  —  —  —  340,699
Other (expense) income, net —  (464)  38  —  (426)
Loss before income taxes (640,412)  (904,065)  (220,594)  968,611  (796,460)
Income tax expense —  —  25  —  25
Net loss (640,412)  (904,065)  (220,619)  968,611  (796,485)
Less: net loss attributable to noncontrolling interest —  —  —  (156,073)  (156,073)

Net loss attributable to SandRidge Energy, Inc. $ (640,412)  $ (904,065)  $ (220,619)  $ 1,124,684  $ (640,412)
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 Parent  Guarantors  Non-Guarantors  Eliminations  Consolidated
 (In thousands)
Three Months Ended September 30, 2014          
Total revenues $ —  $ 340,563  $ 53,544  $ —  $ 394,107
Expenses          

Direct operating expenses —  113,774  3,672  —  117,446
General and administrative 57  23,764  768  —  24,589
Depreciation, depletion, amortization and accretion —  113,649  14,453  —  128,102
Impairment —  54  —  —  54
Gain on derivative contracts —  (110,355)  (22,220)  —  (132,575)

Total expenses 57  140,886  (3,327)  —  137,616
(Loss) income from operations (57)  199,677  56,871  —  256,491
Equity earnings from subsidiaries 216,026  16,622  —  (232,648)  —
Interest expense (59,783)  —  —  —  (59,783)
Other expense, net —  (273)  —  —  (273)
Income before income taxes 156,186  216,026  56,871  (232,648)  196,435
Income tax (benefit) expense (1,152)  —  88  —  (1,064)
Net income 157,338  216,026  56,783  (232,648)  197,499
Less: net income attributable to noncontrolling interest —  —  —  40,161  40,161

Net income attributable to SandRidge Energy, Inc. $ 157,338  $ 216,026  $ 56,783  $ (272,809)  $ 157,338
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 Parent  Guarantors  Non-Guarantors  Eliminations  Consolidated
 (In thousands)
Nine Months Ended September 30, 2015          
Total revenues $ —  $ 555,613  $ 69,462  $ (8)  $ 625,067
Expenses          

Direct operating expenses —  292,526  8,686  (8)  301,204
General and administrative 165  105,850  2,749  —  108,764
Depreciation, depletion, amortization and accretion —  280,653  26,810  —  307,463
Impairment —  2,906,400  741,445  —  3,647,845
Gain on derivative contracts —  (51,802)  (7,232)  —  (59,034)
Loss (gain) on sale of assets —  2,101  (4)  —  2,097

Total expenses 165  3,535,728  772,454  (8)  4,308,339
Loss from operations (165)  (2,980,115)  (702,992)  —  (3,683,272)
Equity earnings from subsidiaries (3,188,788)  (209,713)  —  3,398,501  —
Interest expense (213,527)  (42)  —  —  (213,569)
Gain on extinguishment of debt 358,633  —  —  —  358,633
Other income, net —  1,082  126  —  1,208
Loss before income taxes (3,043,847)  (3,188,788)  (702,866)  3,398,501  (3,537,000)
Income tax expense —  —  90  —  90
Net loss (3,043,847)  (3,188,788)  (702,956)  3,398,501  (3,537,090)
Less: net loss attributable to noncontrolling interest —  —  —  (493,243)  (493,243)

Net loss attributable to SandRidge Energy, Inc. $ (3,043,847)  $ (3,188,788)  $ (702,956)  $ 3,891,744  $ (3,043,847)
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 Parent  Guarantors  Non-Guarantors  Eliminations  Consolidated
 (In thousands)
Nine Months Ended September 30, 2014          
Total revenues $ —  $ 1,034,133  $ 177,843  $ (99)  $ 1,211,877
Expenses          

Direct operating expenses —  345,809  13,413  (99)  359,123
General and administrative 277  91,190  3,575  —  95,042
Depreciation, depletion, amortization and accretion —  333,463  44,835  —  378,298
Impairment —  125,653  42,313  —  167,966
(Gain) loss on derivative contracts —  (8,744)  3,952  —  (4,792)

Total expenses 277  887,371  108,088 (99) 995,637
(Loss) income from operations (277)  146,762  69,755  —  216,240
Equity earnings from subsidiaries 169,766  19,707  —  (189,473)  —
Interest (expense) income (183,827)  138  —  —  (183,689)
Other income, net —  3,159  —  —  3,159
(Loss) income before income taxes (14,338)  169,766  69,755  (189,473)  35,710
Income tax (benefit) expense (2,446)  —  315  —  (2,131)
Net (loss) income (11,892)  169,766  69,440  (189,473)  37,841
Less: net income attributable to noncontrolling interest —  —  —  49,733  49,733

Net (loss) income attributable to SandRidge Energy, Inc. $ (11,892)  $ 169,766  $ 69,440  $ (239,206)  $ (11,892)
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Condensed Consolidating Statements of Cash Flows

 Parent  Guarantors  Non-Guarantors  Eliminations  Consolidated
 (In thousands)
Nine Months Ended September 30, 2015          
Net cash (used in) provided by operating activities $ (211,762)  $ 441,661  $ 90,579  $ 40,408  $ 360,886
Cash flows from investing activities          

Capital expenditures for property, plant, and
equipment —  (761,905)  —  —  (761,905)

Other —  46,841  6  (14,691)  32,156
Net cash (used in) provided by
investing activities —  (715,064)  6  (14,691)  (729,749)

Cash flows from financing activities          
Proceeds from borrowings 2,190,000  —  —  —  2,190,000
Repayments of borrowings (1,034,466)  —  —  —  (1,034,466)
Distributions to unitholders —  —  (131,941)  16,640  (115,301)
Intercompany (advances) borrowings, net (270,215)  272,900  (2,685)  —  —
Other (62,481)  —  42,357  (42,357)  (62,481)

Net cash provided by (used in) financing activities 822,838  272,900  (92,269)  (25,717)  977,752
Net increase (decrease) in cash and cash equivalents 611,076  (503)  (1,684)  —  608,889
Cash and cash equivalents at beginning of year 170,468  1,398  9,387  —  181,253

Cash and cash equivalents at end of period $ 781,544  $ 895  $ 7,703  $ —  $ 790,142
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 Parent(1)  Guarantors(1)(2)  Non-Guarantors  Eliminations(2)  Consolidated
 (In thousands)
Nine Months Ended September 30, 2014          
Net cash (used in) provided by operating activities $ (209,086)  $ 432,460  $ 178,603  $ (6,293)  $ 395,684
Cash flows from investing activities          

Capital expenditures for property, plant, and
equipment —  (1,071,465)  —  —  (1,071,465)

Proceeds from sale of assets —  711,547  2,747  —  714,294
Other —  4,166  1,061  (22,147)  (16,920)

Net cash (used in) provided by investing
activities —  (355,752)  3,808  (22,147)  (374,091)

Cash flows from financing activities          
Distributions to unitholders —  —  (184,176)  33,736  (150,440)
Intercompany borrowings (advances), net 55,110  (55,224)  114  —  —
Other (70,832)  (20,701)  1,259  (5,296)  (95,570)

Net cash used in financing activities (15,722)  (75,925)  (182,803)  28,440  (246,010)
Net (decrease) increase in cash and cash equivalents (224,808)  783  (392)  —  (224,417)
Cash and cash equivalents at beginning of year 805,505  1,013  8,145  —  814,663

Cash and cash equivalents at end of period $ 580,697  $ 1,796  $ 7,753  $ —  $ 590,246
____________________

(1) Net cash (used in) provided by operating activities for the Parent has decreased to correctly exclude $382.7 million in intercompany transactions, with a
corresponding  increase  for  Guarantors  for  this  same  line  item.  In  addition,  Intercompany  borrowings  (advances),  net  for  the  Parent  has  increased  to
correctly include approximately $382.7 million of intercompany transactions, with a corresponding decrease for Guarantors for the same line item. The
corrections did not result in any changes to consolidated net cash provided by operating activities or net cash used in financing activities.

(2) Other investing activities for the Guarantor has increased to correctly exclude $150.4 million in noncontrolling interest distributions, with a corresponding
decrease  for  Eliminations  for  this  same  line  item.  In  addition,  other  financing  activities  for  the  Guarantor,  has  decreased  to  correctly  exclude $150.4
million of noncontrolling interest distributions, with a corresponding increase for Eliminations for the same line item. The corrections did not result in any
changes to consolidated net cash (used in) provided by investing activities or net cash used in financing activities.
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18 . Subsequent Events

Royalty
Trust
Distributions
. On October 29, 2015 , the Royalty Trusts announced quarterly distributions for the three-month period ended September 30,
2015 . The following distributions are expected to be paid on or before November 27, 2015 to holders of record as of the close of business on November 13, 2015
(in thousands):

Royalty Trust  Total Distribution  
Amount Distributed to
Third-Party Unitholders

Mississippian Trust I  $ 8,528  $ 6,236
Permian Trust  9,844  9,844
Mississippian Trust II  8,317  6,924

Total  $ 26,689  $ 23,004

Purchase
of
PGC.
In October 2015, the Company purchased PGC for $48.0 million cash and $78.0 million of Senior Secured Notes. PGC’s assets consist
of approximately 370 miles of gathering lines that support the Company’s production in the Piñon field in West Texas. The transaction resulted in the termination
of the Company’s gas gathering agreement with PGC under which it was required to compensate PGC for any throughput shortfalls below a required minimum
volume.  The  Company  expects  to  recognize  a  loss  on  the  termination  of  the  gathering  contract,  however,  is  currently  obtaining  further  information  needed  to
evaluate the assets purchased, commitments extinguished and consideration conveyed in the transaction. See further discussion of PGC at Note 3 .

Repurchase
of
Senior
Unsecured
Notes.
In October 2015, the Company repurchased $100.0 million of its Senior Unsecured Notes comprised of (i) $2.2
million aggregate principal amount of its 8.75% Senior Notes due 2020, (ii) $46.6 million aggregate principal amount of its 7.5% Senior notes due 2021, (iii) $51.2
million aggregate principal amount of its 7.5% Senior Notes due 2023, for approximately $30.0 million cash.

Issuance
of
Convertible
Senior
Unsecured
Notes.
In conjunction with the repurchase of the Senior Unsecured Notes in October 2015, the Company also
exchanged $300.0 million of its Senior Unsecured Notes, comprised of (i) $6.6 million aggregate principal amount of its 8.75% Senior Notes due 2020, (ii) $189.3
million aggregate principal amount of its 7.5% Senior Notes due 2021, (iii) $73.5 million aggregate principal amounts of its 8.125% Senior Notes due 2022 and
(iv) $30.6 million aggregate principal amount of its 7.5% Senior Notes due 2023, for (i) $269.4 million aggregate principal amount of 8.125% Convertible Senior
Notes due 2022 and (ii) $30.6 million aggregate principal amount of 7.5% Convertible Senior Notes due 2023.

Conversions 
of 
Long-Term 
debt 
to 
Common 
Stock.
As  of  November  4,  2015,  holders  of $97.2  million aggregate  principal  amount  of  its  8.125%
Convertible  Senior  Notes  due  2022  and $6.9  million aggregate  principal  amount  of  its  7.5%  Convertible  Senior  Notes  due  2023  exercised  conversion  options
applicable to those notes, resulting in the issuance of approximately 37.9 million shares of Company common stock and aggregate cash payments of $12.9 million
for accrued interest and early conversion payments.

Sale
of
Other
Property,
Plant
and
Equipment.
During October 2015, the Company signed an agreement to sell one of its properties located in downtown
Oklahoma City, Oklahoma. See further discussion at Note 5.

Conversion 
of 
7% 
Convertible 
Perpetual 
Preferred 
to 
Common 
Stock.
During  October  2015,  holders  of 216,000 shares  of  7%  convertible  perpetual
preferred stock converted such shares into shares of the Company’s common stock at the then-prevailing conversion rate, resulting in the issuance of approximately
2.8 million shares of common stock.

Purchase 
of 
Oil 
and
Natural 
Gas
Assets.
On November 3,  2015,  the Company signed an agreement  to acquire 16 producing wells  and approximately
136,000 acres in the North Park Basin, Jackson County, Colorado for approximately $190.0 million , pending standard due diligence and post-closing adjustments.
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ITEM 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Introduction

The  following  discussion  and  analysis  is  intended  to  help  the  reader  understand  the  Company’s  business,  financial  condition,  results  of  operations,
liquidity  and  capital  resources.  This  discussion  and  analysis  should  be  read  in  conjunction  with  the  accompanying  unaudited  condensed  consolidated  financial
statements  and  the  accompanying  notes  included  in  this  Quarterly  Report,  as  well  as  the  Company’s  audited  consolidated  financial  statements  and  the
accompanying notes included in the 2014 Form 10-K. The Company’s discussion and analysis includes the following subjects:

• Overview;

• Results by Segment;

• Consolidated Results of Operations;

• Liquidity and Capital Resources;

• Critical Accounting Policies and Estimates; and
• Valuation Allowance.

The financial information with respect to the three and nine -month periods ended September 30, 2015 and 2014 , discussed below, is unaudited. In the
opinion of  management,  this  information  contains  all  adjustments,  which consist  only of  normal  recurring  adjustments  unless  otherwise  disclosed,  necessary  to
state fairly the accompanying unaudited condensed consolidated financial statements. The results of operations for the interim periods are not necessarily indicative
of the results of operations for the full fiscal year.

Overview

SandRidge Energy, Inc. is an oil and natural gas company with a principal focus on exploration and production activities in the Mid-Continent region of
the United States. The Company’s mission is to become a high-return, growth-oriented resource conversion company in the Mid-Continent where it has determined
it has competitive advantages, such as an industry leading cost structure, subsurface knowledge, existing infrastructure and broader infrastructure capabilities and
size and scale.

The Company also operates businesses and infrastructure systems that are complementary to its primary exploration and production activities, including
gas gathering and processing facilities, marketing operations, a saltwater gathering and disposal system, an electrical transmission system and a drilling and related
oil field services business.

Recent Events

Repurchase,
Exchange
and
Redemption
of
Senior
Unsecured
Notes.
In August 2015, the Company repurchased approximately $250.0 million of its Senior
Unsecured Notes for approximately $94.5 million cash and issued $275.0 million aggregate principal amount of Convertible Senior Unsecured Notes in exchange
for  $275.0  million  aggregate  principal  amount  of  its  Senior  Unsecured  Notes.  Subsequent  to  this  exchange,  holders  of  the  Company’s  Convertible  Senior
Unsecured  Notes  have  redeemed  approximately  $21.9  million  in  aggregate  principal  amount  ( $6.5  million net  of  discount  and  including  holders’  conversion
feature)  of  the  Convertible  Senior  Unsecured  Notes  for  approximately  8.0  million  shares  of  the  Company’s  common  stock  through  September  30,  2015.  The
repurchase and exchange of the Company’s Senior Unsecured Notes and subsequent redemptions of the Company’s Convertible Senior Unsecured Notes resulted
in an aggregate gain on extinguishment of debt of approximately $340.7 million.

During the second quarter of 2015, the Company issued to a holder of its Company’s 7.5% Senior Notes due 2021 and 8.125% Senior Notes due 2022,
approximately 28.0 million shares of the Company’s common stock in exchange for an aggregate $50.0 million principal amount of the notes and as payment for
the interest accrued thereon since the last interest payment date. The exchange resulted in a gain on extinguishment of debt of $17.9 million.

Senior
Secured
Notes.
On June 10, 2015, the Company completed the issuance and sale of $1.25 billion in aggregate principal amount of Senior Secured
Notes, which bear interest at a fixed rate of 8.75% per annum, payable semi-annually, with the principal due upon maturity. Net proceeds from the issuance were
approximately $1.21 billion , a portion of which was used to repay amounts outstanding at that time under the Company’s senior credit facility.

Senior
Credit
Facility.
On June 10, 2015, concurrent with the issuance and sale of $1.25 billion in aggregate principal amount of its Senior Secured Notes
described above, the Company and its lenders amended the credit agreement to, among other
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things,  (i)  eliminate  financial  covenants  requiring  maintenance  of  certain  levels  for  the  ratio  of  total  net  debt  to  EBITDA and  the  ratio  of  EBITDA to  interest
expense, (ii)  amend the financial covenant requiring maintenance of the ratio of total secured debt under the senior credit facility to EBITDA to 2.00:1.00 from
2.25:1.00 at  quarter  end,  (iii)  increase the permitted incurrence of additional  junior  debt,  which may be secured,  to an amount not to exceed $1.75 billion from
$500.0 million, and (iv) to lower the borrowing base from $900.0 million to $500.0 million. On August 13, 2015, the credit agreement was amended to allow the
Company to redeem or purchase Senior Unsecured Notes for up to $200.0 million in cash subject to certain limitations.

2014
Divestiture.
On February 25, 2014, the Company sold subsidiaries that owned the Gulf Properties, for approximately $702.6 million , net of working
capital  adjustments  and  post-closing  adjustments,  and  the  buyer’s  assumption  of  approximately $366.0  million of  related  asset  retirement  obligations.  The
Company retained a 2.0% overriding royalty interest in certain exploration prospects. This transaction did not result in a significant alteration of the relationship
between the Company’s capitalized costs and proved reserves and, accordingly, the Company recorded the proceeds as a reduction of its full cost pool with no gain
or loss on the sale. The Company used the proceeds from the sale to fund its drilling in the Mid-Continent during 2014. Additionally, the Company settled a portion
of its existing oil derivative contracts in January and February 2014 prior to their respective maturities to reduce volumes hedged in proportion to the anticipated
reduction in daily production volumes due to the sale, which resulted in cash payments of approximately $69.6 million.

Production,  revenues  and  expenses,  including  direct  operating  expenses,  depletion,  accretion  of  asset  retirement  obligations  and  general  and
administrative expenses, for the Gulf Properties included in the Company’s results for the nine-month period ended September 30, 2014 were as follows:

 
Nine Months Ended

September 30, 2014 (1)

Production (MBoe) 1,321
Revenues (in thousands) $ 90,920
Expenses (in thousands) $ 63,674
_______________

(1)    Includes activity through February 25, 2014, the date of sale.

Operational Activities

Operational activities for the three and nine-month periods ended September 30, 2015 include the following:
• Total  production for  the three-month period ended September  30,  2015 was comprised of  approximately  30.8% oil,  52.3% natural  gas and 16.9%

NGLs compared to 36.0% oil, 48.9% natural gas and 15.1% NGLs in the same period of 2014. Total production for the nine -month period ended
September 30, 2015 was comprised of approximately 32.6% oil, 50.8% natural gas and 16.6% NGLs compared to 38.1% oil, 49.9% natural gas and
12.0% NGLs in the same period of 2014.

• Mid-Continent properties contributed approximately 6.5 MMBoe, or 88.4% , and 20.7 MMBoe, or 88.7% of the Company’s total production, for the
three and nine -month periods ended September 30, 2015 , respectively, compared to approximately 6.3 MMBoe, or 85.8% , and 16.3 MMBoe, or
78.2% for the three and nine -month periods ended September 30, 2014 .

• Reduced  the  total  rigs  drilling  to  four  (no  rigs  drilling  disposal  wells)  at September  30,  2015 from  35  (including  four  drilling  disposal  wells)  at
December 31, 2014, and 37 (including one drilling disposal wells) at September 30, 2014 .

• Drilled 20 and 145 wells, respectively, excluding salt water disposal wells, in the Mid-Continent area during the three and nine -month periods ended
September 30, 2015 .

• Discontinued drilling and oil field services operations in the Permian area as a result of declining oil prices and decreased demand for drilling and
oilfield services in the region during the first quarter of 2015.

    
Outlook

In response to the sharp pricing declines experienced in the latter half of 2014 and into 2015, the Company established a 2015 capital expenditures budget
of approximately $700.0 million , with approximately $650.0 million designated for exploration and production activities. These amounts reflect a decrease from
total 2014 capital expenditures of 56% and a decrease from 2014 exploration and production capital expenditures of 57% . In 2015, the Company is capitalizing on
its in place saltwater gathering and disposal and electrical systems by focusing its drilling efforts on locations that can most effectively make use of this existing
infrastructure, while also continuing its multilateral program within a high-graded inventory of locations including newly-targeted formations such as the Chester
and Woodford formations. To that end, the Company intends to invest only in projects that are expected to have a positive return at recent strip pricing.

59



Table of Contents

    
The  Company’s  estimated  proved  reserve  volumes  were  443.5  MMBoe  at  September  30,  2015  based  on  internal  estimates  using  the  SEC-mandated

historical  twelve-month  unweighted  average  pricing  at  such  date,  which  were  $55.73  per  barrel  of  oil  and  $3.06  per  Mcf  of  natural  gas.  Applying  the  actual
October  1,  2015  benchmark  commodities  prices  to  November  1,  2015  and  December  1,  2015,  the  twelve-month  unweighted  average  prices  would  have  been
$46.90 per barrel of oil and $2.66 per Mcf of natural gas. If the Company’s third quarter reserves estimates were made using the reduced twelve-month average
prices,  and without  regard  to  additions  or  other  further  revisions  to  reserves  other  than as  a  result  of  such pricing changes,  the  Company’s  internally  estimated
proved reserves  as  of  September  30,  2015 would decrease  by approximately  12%, primarily  as  a  result  of  the  loss  of  proved undeveloped locations.  While  the
Company is still finalizing its capital plan for 2016, it currently expects to execute a smaller drilling program than the six rig average in the third quarter of 2015.
As plans for 2016 and beyond will necessarily incorporate depressed current and strip commodity prices, the Company’s preliminary work suggests that the 2015
year-end reserve report will reflect meaningful decreases in total proved reserves. The Company’s current assessment of reserves at December 31, 2015 indicates
the  impact  of  lower  commodity  prices  could  result  in  a  decrease  in  total  proved reserves  from those  calculated  as  of  December  31,  2014 of  19%,  with  proved
developed  producing  reserves  accounting  for  approximately  5%  and  proved  undeveloped  and  proved  developed  nonproducing  reserves  accounting  for
approximately  14%.  All  reserve  estimates  provided  in  this  Form 10-Q were  determined  by  Company reservoir  engineers  and,  accordingly,  have  not  been  fully
assessed by independent petroleum consultants.

In addition to the impact of lower commodities prices, the Company’s proved reserve estimates as of December 31, 2015 and their estimated discounted
value and standardized measure will be impacted by changes in lease operating costs, future development costs, production, exploration and development activities.

In light of current commodity prices and the Company’s leverage position, the Company continues to analyze a variety of transactions and mechanisms
designed to reduce debt  and/or  increase  net  income,  including the monetization of non-income producing assets,  the retirement  or  purchase of outstanding debt
securities through cash purchases and/or exchanges for equity or other Company securities in open market purchases, privately negotiated transactions or otherwise
and  opportunistic  acquisitions.  Such  transactions,  if  any,  will  depend  on  prevailing  market  conditions,  the  Company’s  liquidity  requirements,  contractual
restrictions and other factors.

Results by Segment

The Company operates in three reportable business segments: exploration and production, drilling and oil field services and midstream services. These
segments represent the Company’s three main business units, each offering different products and services. The exploration and production segment is engaged in
the  exploration  and production  of  oil  and  natural  gas  properties  and  includes  the  activities  of  the  Royalty  Trusts.  The  drilling  and  oil  field  services  segment  is
engaged in the contract drilling of oil and natural gas wells and provides various oil field services. The midstream services segment is engaged in the purchasing,
gathering, treating and marketing of natural gas and coordinates the delivery of electricity for the Company’s exploration and production operations in the Mid-
Continent.

Management  evaluates  the  performance  of  the  Company’s  business  segments  based  on  income  (loss)  from operations.  Results  of  these  measurements
provide important  information to the Company about the activity,  profitability  and contributions of  each of the Company’s lines of  business.  The results  of  the
Company’s business segments for the three and nine -month periods ended September 30, 2015 and 2014 are discussed below.
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Exploration and Production Segment

The  Company  generates  the  majority  of  its  consolidated  revenues  and  cash  flow  from  the  production  and  sale  of  oil,  natural  gas  and  NGLs.  The
Company’s revenues, profitability and future growth depend substantially on prevailing prices for oil, natural gas and NGLs and on the Company’s ability to find,
economically develop and produce its reserves. The primary factors affecting the financial results of the Company’s exploration and production segment are the
prices the Company receives for its oil, natural gas and NGL production, the quantity of oil, natural gas and NGLs it produces and changes in the fair value of its
commodity derivative contracts. Prices for oil, natural gas and NGLs fluctuate widely and are difficult to predict. To provide information on the general trend in
pricing, the average NYMEX prices for oil and natural gas during the three and nine -month periods ended September 30, 2015 and 2014 are shown in the table
below: 

  Three Months Ended September 30,  Nine Months Ended September 30,

  2015  2014  2015  2014
Oil (per Bbl)  $ 46.50  $ 97.25  $ 51.01  $ 99.62
Natural gas (per Mcf)  $ 2.75  $ 3.95  $ 2.79  $ 4.41

In order to reduce the Company’s exposure to price fluctuations, the Company enters into commodity derivative contracts for a portion of its anticipated
future oil and natural gas production as discussed in “Item 3. Quantitative and Qualitative Disclosures About Market Risk.” Reducing the Company’s exposure to
price volatility helps mitigate the risk that it will not have adequate funds available for its capital expenditure programs. However, as commodity prices have been
depressed  for  an  extended  period,  the  Company  recently  has  been  limited  in  its  ability  to  significantly  mitigate  price  risk  through  commodity  derivative
transactions for future production.

Saltwater
Gathering
and
Disposal
System.
Included within the Company’s full cost pool is a saltwater gathering and disposal system that included over
1,150 miles of gathering lines and over 200 disposal wells at September 30, 2015 . This system assists in the economically efficient production of oil and natural
gas by reducing the overall cost of water disposal, which directly reduces production costs. The system has a current injection capacity of over 3.0 million barrels
of water per day.
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Set  forth  in  the table  below is  financial,  production and pricing information for  the exploration  and production segment  for  the three and nine -month
periods ended September 30, 2015 and 2014 .

 Three Months Ended September 30,  Nine Months Ended September 30,

 2015  2014  2015  2014
Results (in thousands)        
Revenues        

Oil $ 98,023  $ 250,121  $ 361,539  $ 769,907
NGL 16,558  39,780  57,055  94,602
Natural gas 50,554  69,712  156,805  240,326
Other (1)  —  12  2,048
Inter-segment revenue —  —  (12)  (26)

Total revenues 165,134  359,613  575,399  1,106,857
Operating expenses        

Production 73,201  83,211  245,399  258,228
Production taxes 3,652  8,380  12,548  24,027
Depreciation and depletion—oil and natural gas 66,501  112,569  266,906  325,021
Accretion of asset retirement obligations 1,132  1,116  3,323  7,927
Impairment 1,038,757  —  3,611,429  164,779
Gain on derivative contracts (42,211)  (132,575)  (59,034)  (4,792)
Gain on sale of assets —  (11)  (24)  (33)
Other operating expenses 13,005  11,732  49,513  43,203

Total operating expenses 1,154,037  84,422  4,130,060  818,360
(Loss) income   from operations $ (988,903)  $ 275,191  $ (3,554,661)  $ 288,497

        

Production data        
Oil (MBbls) 2,262  2,644  7,604  7,927
NGL (MBbls) 1,246  1,109  3,883  2,500
Natural gas (MMcf) 23,058  21,501  71,133  62,335

Total volumes (MBoe) 7,351  7,337  23,343  20,816
Average daily total volumes (MBoe/d) 79.9  79.7  85.5  76.2

Average prices—as reported(1)        
Oil (per Bbl) $ 43.33  $ 94.60  $ 47.55  $ 97.12
NGL (per Bbl) $ 13.29  $ 35.84  $ 14.69  $ 37.84
Natural gas (per Mcf) $ 2.19  $ 3.24  $ 2.20  $ 3.86

Total (per Boe) $ 22.46  $ 49.01  $ 24.65  $ 53.08
Average prices—including impact of derivative contract settlements(2)        
Oil (per Bbl) $ 72.18  $ 94.86  $ 80.42  $ 95.85
NGL (per Bbl) $ 13.29  $ 35.84  $ 14.69  $ 37.84
Natural gas (per Mcf) $ 2.28  $ 3.37  $ 2.61  $ 3.64

Total (per Boe) $ 31.61  $ 49.48  $ 36.58  $ 51.95
__________________

(1) Prices represent actual average sales prices for the periods presented and do not include effects of derivative transactions.
(2) Excludes settlements of commodity derivative contracts prior to their contractual maturity.
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The table below presents production by area of operation for the three and nine -month periods ended September 30, 2015 and 2014 and illustrates the
impact of (i) the Company’s continued development of its Mid-Continent assets, and (ii) the sale of the Gulf Properties in February 2014.

 Three Months Ended September 30,  Nine Months Ended September 30,

 2015  2014  2015  2014

 
Production
(MBoe)  % of Total  

Production
(MBoe)  % of Total  

Production
(MBoe)  % of Total  

Production
(MBoe)  % of Total

Mid-Continent 6,495  88.4%  6,292  85.8%  20,700  88.7%  16,280  78.2%
Gulf of Mexico / Gulf Coast —  —%  —  —%  —  —%  1,321  6.3%
Permian Basin 389  5.3%  512  7.0%  1,215  5.2%  1,590  7.6%
Other - west Texas 467  6.3%  533  7.2%  1,428  6.1%  1,625  7.9%

Total 7,351  100.0%  7,337  100.0%  23,343  100.0%  20,816  100.0%





Revenues

Exploration and production segment revenues from oil, natural gas and NGL sales decreased $194.5 million , or 54.1% , for the three-month period ended
September 30, 2015 , from the same period in 2014 . Approximately $168.3 million of the total net decrease was due to a decline in the average prices received
primarily for oil, and to a lesser extent, natural gas and NGL production. The remaining $26.2 million of the total decrease was due primarily to a decline in oil
production largely as a result of the planned reduction in the Company’s 2015 drilling activity.

Exploration and production segment revenues from oil, natural gas and NGL sales decreased $529.4 million , or 47.9% , for the nine-month period ended
September 30, 2015 , from the same period in 2014 . Approximately $584.3 million of the total net decrease was due to a decline in the average prices received
primarily for oil, and to a lesser extent, natural gas and NGL production. This decrease was partially offset by an increase of $54.9 million due to a 2,527 MBoe, or
12.1% , increase in combined production, stemming largely from the continued development of the Company’s Mid-Continent properties.

Operating
Expenses

Production  expense  includes  costs  associated  with  the  Company’s  exploration  and  production  activities,  including,  but  not  limited  to,  lease  operating
expense and treating costs. Production expenses decreased $10.0 million , or 12.0% for the three-month period ended September 30, 2015 compared to the same
period in 2014 , primarily due to a decrease in well activity as a result of fewer new wells being brought on production and a reduction in workover activity in
2015. Production costs per Boe decreased to $9.96 per Boe for the 2015 period from $11.34 per Boe in the 2014 period. Production expenses for the nine -month
period ended September 30, 2015 decreased $12.8 million , or 5.0% from the same period in 2014 . Production costs per Boe decreased to $10.51 per Boe for the
2015 period from $12.41 per Boe in the 2014 period, primarily as a result of (i) the sale of the Gulf Properties in February 2014, which had higher production costs
inherent with offshore operations, and (ii) an increase in total combined production for the nine -month period ended September 30, 2015 period compared to the
same period in 2014 .

Production taxes decreased by $4.7 million , or 56.4% and $11.5 million , or 47.8% , for the three and nine -month periods ended September 30, 2015 ,
respectively, compared to the same periods in 2014 , primarily due to the decrease in oil, natural gas and NGL revenues. Production taxes as a percentage of oil,
natural gas and NGL revenue were consistent at approximately 2.2% for the three-month period ended September 30, 2015 compared to 2.3% for the same period
in 2014 and 2.2% for both the nine -month periods ended September 30, 2015 and 2014 .

Depreciation and depletion for the Company’s oil and natural gas properties decreased by $46.1 million and $58.1 million for the three and nine -month
periods ended September 30, 2015 , respectively, compared to the same periods in 2014 , largely as a result of a decrease in the depreciation and depletion rates per
Boe. The average depreciation and depletion rates per Boe were $9.05 and $11.43 for the three and nine -month periods ended September 30, 2015 , respectively,
compared to $15.34 and $15.61 for the three and nine -month periods ended September 30, 2014 , respectively. The decreases in the depreciation and depletion
rates are primarily due to (i) the sale of the Gulf Properties in February 2014, (ii) full cost ceiling impairments recorded in the nine-month period ended September
30, 2015 and the three-month period ended March 31, 2014, and (iii) changes in future production and planned capital expenditures that occurred in conjunction
with the year end 2014 budgeting and reserves estimation processes. The decreases due to the depreciation and depletion rates were partially offset by increases in
production for the 2015 periods compared to the 2014 periods.
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Accretion of asset retirement obligations was comparable for the three-month periods ended September 30, 2015 and 2014 and decreased by $4.6 million
for the nine -month period ended September 30, 2015 , compared to the same period in 2014 , primarily due to the assumption by Fieldwood of asset retirement
obligations associated with the Gulf Properties sold in February 2014.

The Company incurred full cost ceiling limitation impairments of $1.0 billion for the three-month period ended September 30, 2015 , and $3.6 billion and
$164.8 million for the nine -month periods ended September 30, 2015 and 2014, respectively. No full cost ceiling limitation impairment was incurred for the three-
month period ended September 30, 2014 . The 2015 impairments were due to full cost ceiling limitations at March 31, 2015, June 30, 2015, and September 30,
2015, resulting primarily from the significant decrease in oil prices, and to a lesser extent, natural gas prices, that began in the latter half of 2014 and continued into
2015. The 2014 impairment was due to a full cost ceiling limitation resulting from the divestiture of the Gulf Properties, as the present value of future net revenues
associated with the Gulf Properties exceeded the associated reduction to the full cost pool.

While  it  is  difficult  to  project  future  impairment  write-downs  in  light  of  numerous  variables  involved,  the  following  analysis  illustrates  the  impact  of
lower commodities pricing on impairment charges. Applying the reduced twelve-month average prices described above under “Outlook” to the September 30, 2015
ceiling test for impairment, the Company estimates the impairment charge for the quarter would have increased by approximately $625.0 million. Accordingly, at
this time, the Company expects to incur a further ceiling test impairment write-down in the fourth quarter of 2015 assuming commodities prices do not increase
dramatically.

The Company recorded gains on commodity derivative contracts of $42.2 million and $132.6 million for the three-month periods ended September 30,
2015 and 2014 , respectively, which include net cash receipts upon settlement of $67.3 million and $3.4 million , respectively. The Company recorded a gain on
commodity derivative contracts of $59.0 million and $4.8 million for the nine -month periods ended September 30, 2015 and 2014 , respectively, which includes
net cash (receipts) payments upon settlement of $(278.6) million and $92.9 million , respectively. Included in the net cash payments for the nine -month period
ended September 30, 2014 are $69.6 million of cash payments related to the early settlements of commodity derivative contracts primarily as a result of the sale of
the Gulf Properties in February 2014.

The  Company’s  derivative  contracts  are  not  designated  as  accounting  hedges  and,  as  a  result,  gains  or  losses  on  commodity  derivative  contracts  are
recorded  each  quarter  as  a  component  of  operating  expenses.  Internally,  management  views  the  settlement  of  commodity  derivative  contracts  at  contractual
maturity  as  adjustments  to  the  price  received for  oil  and natural  gas  production to  determine “effective  prices.”  Gains or  losses  on early  settlements  and losses
related to amendments of contracts are not considered in the calculation of effective prices. In general, cash is received on settlement of contracts due to lower oil
and natural gas prices at the time of settlement compared to the contract price for the Company’s commodity derivative contracts, and cash is paid on settlement of
contracts due to higher oil and natural gas prices at the time of settlement compared to the contract price for the Company’s commodity derivative contracts.

See “Consolidated Results of Operations” below for a discussion of other operating expenses.
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Drilling and Oil Field Services Segment

The financial results of the Company’s drilling and oil field services segment depend primarily on demand and prices that can be charged for its services.
On a consolidated basis, drilling and oil field service revenues earned and expenses incurred in performing services for third parties, including third-party working
interests in wells the Company operates, are included in drilling and services revenues and cost of sales. Drilling and oil field service revenues earned and expenses
incurred in performing services for the Company’s own account are eliminated in consolidation. The primary factors affecting the results of the Company’s drilling
and oil field services segment are the rates received on rigs drilling for third parties, the number of days drilling for third parties and the amount of oil field services
provided to third parties.






Set forth in the table below is financial and operational information for the drilling and oil field services segment for the three and nine -month periods

ended September 30, 2015 and 2014 .

  Three Months Ended September 30,  Nine Months Ended September 30,

  2015  2014  2015  2014
Results (in thousands)         
Revenues  $ 14,754  $ 51,082  $ 56,545  $ 150,054
Inter-segment revenue  (10,182)  (29,734)  (36,887)  (92,774)

Total revenues  4,572  21,348  19,658  57,280
Operating expenses  12,475  22,503  39,086  60,752
Impairment  19,820  —  19,820  3,133
Loss from operations  $ (27,723)  $ (1,155)  $ (39,248)  $ (6,605)

       
Drilling rig statistics         
Average number of operational rigs owned during the period  11.0  27.0  20.2  27.0
Average number of rigs working for third parties  —  5.9  —  5.3
Number of days drilling for third parties  —  530  —  1,453
Average drilling revenue per day per rig drilling for third parties(1)  $ —  $ 14,411  $ —  $ 14,725
         

Rig status - September 30      2015  2014
Working for SandRidge  4  12
Working for third parties  —  6
Idle(2)  7  9

Total operational  11  27
Non-operational(3)  —  3

Total rigs  11  30
____________________

(1) Represents revenues from rigs working for third parties, excluding stand-by revenue, divided by the total number of days such drilling rigs were used by
third parties during the period. Excludes revenues for related rental equipment.

(2) The Company’s rigs are primarily intended to drill  for its own account;  as such, the number of idle rigs does not significantly impact the consolidated
results of operations.

(3) Non-operational rigs at September 30, 2014 were held for sale.

Drilling and oil  field services segment revenues and operating expenses decreased $16.8 million and $10.0 million , respectively, for the three-month
period ended September 30, 2015 , and decreased $37.6 million and $21.7 million , respectively, for the nine -month period ended September 30, 2015 , compared
to the same periods in 2014 ,  primarily  due  to  a  decrease  in  revenue  from work performed for  third  parties,  as  well  as  a  decrease  in  revenue from third-party
working interests for work performed on wells in which the Company also has an interest, during the 2015 periods.

During the three and nine-month periods ended September 30, 2015 , the Company recorded an impairment of approximately $19.8 million on certain
drilling  assets  in  order  to  adjust  their  carrying  values  to  fair  value  based  on  the  Company’s  plans  for  their  future  use.  During  the  nine-month  period  ended
September 30, 2014 , the Company recorded an impairment of approximately $3.1 million on certain drilling assets identified for sale at that time in order to adjust
their carrying values to fair value.
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Midstream Services Segment

Midstream  services  segment  revenues  consist  mostly  of  revenue  from  gas  marketing,  which  is  a  very  low-margin  business,  and  revenues  from
coordinating the delivery of electricity to the Company’s exploration and production operations in the Mid-Continent area. The primary factors affecting the results
of  the  Company’s  midstream services  segment  are  the  quantity  of  natural  gas  the  Company  gathers,  treats  and  markets  and  the  prices  it  pays  and  receives  for
natural gas as well as the rates charged and volumes delivered by the electrical transmission system.

Gas
Marketing.
On a consolidated basis, midstream and marketing revenues include natural gas sold to third parties and the fees the Company charges to
gather, compress and treat this natural gas. Midstream and marketing operating costs represent payments made to third parties for the proceeds from the sale of
natural gas owned by such parties, net of any applicable margin, and actual costs the Company charges to gather, compress and treat the natural gas. In general,
natural gas purchased and sold by the Company’s midstream services segment is priced at a published daily or monthly index price. Midstream gas services are
primarily undertaken to realize incremental margins on natural gas purchased at the wellhead and to provide value-added services to customers.

Provision
of
Electricity.
The Company owns an electrical transmission system in the Mid-Continent area to provide electricity for use in the Company’s
exploration  and production  operations  at  a  lower  cost  than  electricity  provided by on-site  generation.  On a  consolidated  basis,  revenues  and expenses  from the
electrical transmission system relate to electricity provided to third-party working interest owners in Company-operated wells in the Mid-Continent.

Set  forth  in  the  table  below is  financial  and  operational  information  for  the  midstream  services  segment  for  the three  and nine -month  periods  ended
September 30, 2015 and 2014 .

  Three Months Ended September 30,  Nine Months Ended September 30,

  2015  2014  2015  2014
Results (in thousands)         
Operating revenues  $ 20,812  $ 31,132  $ 63,123  $ 115,846
Inter-segment revenue  (11,974)  (19,210)  (36,915)  (71,405)

Total revenues  8,838  11,922  26,208  44,441
Operating expenses  10,928  15,140  35,326  51,414
Loss from operations  $ (2,090)  $ (3,218)  $ (9,118)  $ (6,973)

         

Gas Marketed         
Volumes (MMcf)  1,619  1,855  5,020  5,557
Average price  $ 2.59  $ 3.84  $ 2.57  $ 4.36

Midstream services segment revenues and operating expenses decreased $3.1 million and $4.2 million , respectively, for the three-month period ended
September 30, 2015 , and segment revenues and expenses decreased $18.2 million and $16.1 million , respectively, for the nine -month period ended September 30,
2015 , compared to the same period in 2014 . These decreases were primarily due to (i) a change in the fee structure for electrical usage during the second quarter
of 2014, (ii) decreases in the average price received for natural gas purchased and marketed in west Texas of $1.25 and $1.79 per Mcf for the three and nine -month
periods  ended September  30,  2015 ,  respectively,  compared  to  the  same  periods  in  2014,  and  (iii)  a  decrease  in  gas  compressor  rentals  in  the  2015  periods
compared to the 2014 periods.
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Consolidated Results of Operations

Revenues

The Company’s consolidated revenues for the three and nine -month periods ended September 30, 2015 and 2014 are presented in the table below.

  Three Months Ended September 30,  Nine Months Ended September 30,

  2015  2014  2015  2014

  (In thousands)
Revenues         
Oil, natural gas and NGL  $ 165,135  $ 359,613  $ 575,399  $ 1,104,835
Drilling and services  4,572  21,348  19,658  57,280
Midstream and marketing  8,838  11,922  26,208  44,706
Other  1,607  1,224  3,802  5,056

Total revenues(1)  $ 180,152  $ 394,107  $ 625,067  $ 1,211,877
___________________

(1) Includes $13.5  million and $37.1  million of  revenues  attributable  to  noncontrolling  interests  in  consolidated  VIEs,  after  considering  the  effects  of
intercompany eliminations, for the three-month periods ended September 30, 2015 and 2014 , respectively. Includes $46.4 million and $123.2 million of
revenues  attributable  to  noncontrolling  interests  in  consolidated  VIEs,  after  considering  the  effects  of  intercompany  eliminations,  for  the nine -month
periods ended September 30, 2015 and 2014 , respectively.

The Company’s primary sources of revenue are discussed in “Results by Segment.” See discussion of oil, natural gas and NGL revenues under “Results
by  Segment—Exploration  and  Production  Segment,”  discussion  of  drilling  and  services  revenues  under  “Results  by  Segment—Drilling  and  Oil  Field  Services
Segment” and discussion of midstream and marketing revenues under “Results by Segment—Midstream Services Segment.”

Other revenues decreased for the nine -month period ended September 30, 2015 compared to the same period in 2014 due primarily to the absence in the
2015 period of revenues generated by the Bullwinkle and other offshore platforms, which were included in the sale of the Gulf Properties in February 2014.
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Expenses

The Company’s consolidated expenses for the three and nine -month periods ended September 30, 2015 and 2014 are presented below.

  Three Months Ended September 30,  Nine Months Ended September 30,

  2015  2014  2015  2014

  (In thousands)
Expenses         

Production  $ 72,884  $ 82,664  $ 244,158  $ 256,473
Production taxes  3,652  8,380  12,548  24,027
Cost of sales  4,323  15,992  22,034  38,942
Midstream and marketing  6,633  11,405  22,464  40,659
Depreciation and depletion—oil and natural gas  66,501  112,569  266,906  325,021
Depreciation and amortization—other  11,379  14,417  37,234  45,350
Accretion of asset retirement obligations  1,132  1,116  3,323  7,927
Impairment  1,074,588  54  3,647,845  167,966
General and administrative  34,233  24,589  108,764  95,042
Gain on derivative contracts  (42,211)  (132,575)  (59,034)  (4,792)
Loss (gain) on sale of assets  6,771  (995)  2,097  (978)

Total expenses(1)  $ 1,239,885  $ 137,616  $ 4,308,339  $ 995,637
___________________

(1) Includes $169.4  million and $(3.3)  million of  expenses  attributable  to  noncontrolling  interests  in  consolidated  VIEs,  after  considering  the  effects  of
intercompany eliminations, for the three-month periods ended September 30, 2015 and 2014 , respectively. Includes $539.2 million and $72.8 million of
expenses  attributable  to  noncontrolling  interests  in  consolidated  VIEs,  after  considering  the  effects  of  intercompany  eliminations,  for  the nine -month
periods ended September 30, 2015 and 2014 , respectively. Expenses attributable to noncontrolling interests in consolidated VIEs include $166.8 million
of allocated full cost ceiling impairment for the three-month period ended September 30, 2015 , and $520.2 million and $29.9 million of allocated full cost
ceiling impairments for the nine -month periods ended September 30, 2015 and 2014 , respectively. There was no such impairment during the three-month
period ended September 30, 2014.

See  discussion  of  production  expenses,  production  taxes,  depreciation  and  depletion—oil  and  natural  gas,  accretion  of  asset  retirement  obligations,
impairment, and gain on derivative contracts under “Results by Segment—Exploration and Production Segment,” discussion of cost of sales and impairment under
“Results by Segment— Drilling and Oil Field Services Segment” and discussion of midstream and marketing expenses under “Results by Segment—Midstream
Services Segment.”

In addition to impairments of the Company’s full cost pool and drilling assets, the Company recorded a $15.4 million impairment on property located in
downtown Oklahoma City, Oklahoma during the three and nine -month periods ended September 30, 2015. The impairment was made to adjust the carrying value
of the property to the price for which the Company agreed to sell the property in October 2015.

General  and administrative  expenses increased $9.6 million,  or  39.2% for the three-month period ended September 30, 2015 from the same period in
2014 due primarily to (i) recording a legal settlement of $5.1 million in the third quarter of 2015, (ii) an increase of $3.4 million in professional services costs,
including  legal  and  consulting  fees,  and  (iii)  a  $1.3  million  increase  in  severance  costs  associated  with  the  departure  of  an  executive  officer.  General  and
administrative expenses increased $13.7 million, or 14.4%, for the nine -month period ended September 30, 2015 from the same period in 2014 due primarily to
the legal settlement noted above, as well as an increase of $7.2 million in professional services costs, including legal and consulting fees.
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Other (Expense) Income, Taxes and Net (Loss) Income Attributable to Noncontrolling Interest

The Company’s other (expense) income, taxes and net (loss) income attributable to noncontrolling interest for the three and nine -month periods ended
September 30, 2015 and 2014 are presented in the table below.

  Three Months Ended September 30,  Nine Months Ended September 30,

  2015  2014  2015  2014

  (In thousands)
Other (expense) income         

Interest expense  $ (77,000)  $ (59,783)  $ (213,569)  $ (183,689)
Gain on extinguishment of debt  340,699  —  358,633  —
Other (expense) income, net  (426)  (273)  1,208  3,159
Total other income (expense)  263,273  (60,056)  146,272  (180,530)

(Loss) income before income taxes  (796,460)  196,435  (3,537,000)  35,710
Income tax expense (benefit)  25  (1,064)  90  (2,131)
Net (loss) income  (796,485)  197,499  (3,537,090)  37,841
Less: net (loss) income attributable to noncontrolling interest  (156,073)  40,161  (493,243)  49,733
Net (loss) income attributable to SandRidge Energy, Inc.  $ (640,412)  $ 157,338  $ (3,043,847)  $ (11,892)

Interest expense for the three and nine -month periods ended September 30, 2015 and 2014 consisted of the following:

  Three Months Ended September 30,  Nine Months Ended September 30,

  2015  2014  2015  2014
  (In thousands)
Interest expense         

Interest expense on debt  $ 86,313  $ 63,606  $ 220,600  $ 190,928
Amortization of debt issuance costs, discounts and premium  4,457  2,477  9,377  7,439
Write off of debt issuance costs  —  —  7,108  —
Gain on long-term debt holder conversion feature  (10,146)  —  (10,146)  —
Capitalized interest  (3,123)  (6,190)  (12,741)  (14,132)

Total  77,501  59,893  214,198  184,235
Less: interest income  (501)  (110)  (629)  (546)

Total interest expense  $ 77,000  $ 59,783  $ 213,569  $ 183,689

Total interest expense increased $17.2 million and $29.9 million for the three and nine -month periods ended September 30, 2015 compared to the same
periods in 2014 , primarily due to interest expense associated with the $1.25 billion in Senior Secured Notes issued in June 2015. This increase was partially offset
by a gain recognized due to a decrease in the fair value of the convertible notes derivative liability at September 30, 2015.

The  Company  recognized  a  gain  on  extinguishment  of  debt  of $340.7  million and $358.6  million for  the three  and  nine -month  periods  ended
September 30, 2015 primarily in connection with (i) the repurchase and exchange of the Company’s Senior Unsecured Notes in the third quarter of 2015, and (ii)
the exchange of certain of the Company’s Senior Unsecured notes, including outstanding accrued interested thereon since the last payment date, for shares of the
Company’s common stock during the second quarter of 2015.

See  “Note   7 -  Long-Term  Debt”  to  the  accompanying  unaudited  condensed  consolidated  financial  statements  included  in  this  Quarterly  Report  for
additional discussion of the Company’s long-term debt transactions in 2015 .    
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The Company’s tax expense and effective tax rate for the three and nine-month periods ended September 30, 2015 continue to be low as a result of the
valuation allowance against its net deferred tax asset. The Company’s income tax benefit of $2.1 million for the nine-month period ended September 30, 2014 is
primarily related to a reduction in the Company’s liability for unrecognized tax benefits following a favorable outcome pertaining to the Company’s state audits in
the amount of $1.3 million and a reduction in federal alternative minimum tax (“AMT”) associated with the tax year ended December 31, 2013 in the amount of
$1.2  million.  With  respect  to  the  AMT,  the  Company  reduced  each  of  the  current  liability  and  corresponding  deferred  tax  asset  upon  finalizing  and  filing  the
Company’s federal income tax return for the year ended December 31, 2013. As a result of reducing the deferred tax asset, the Company decreased its valuation
allowance against its net deferred tax asset by $1.2 million.

Net (loss) income attributable to noncontrolling interest represents the portion of net loss (income) attributable to third-party ownership in the Company’s
consolidated  VIEs  and  subsidiaries.  The  loss  attributable  to  noncontrolling  interest  for  the  three-month  period  ended September  30,  2015 ,  includes  a  full  cost
ceiling  impairment  attributable  to  noncontrolling  interest  of $166.8  million .  There  was  no  such  impairment  during  the  comparable  period  of  2014.  The  loss
attributable to noncontrolling interest for the nine-month period ended September 30, 2015 includes a full cost ceiling impairment attributable to noncontrolling
interest  of $520.2  million compared  to  a  full  cost  ceiling  impairment  attributable  to  noncontrolling  interest  of $29.9  million for  the nine -month  period  ended
September 30, 2014 . Additionally, revenues for the Royalty Trusts decreased in the 2015 periods compared to the 2014 periods largely as a result of a decrease in
average  prices  received  for  production  as  well  as  natural  declines  in  production  attributable  to  the  Royalty  Trusts’  royalty  interests.  The  Company  fulfilled  its
drilling obligations to the Mississippian Trust I in the second quarter of 2013, to the Permian Trust in the fourth quarter of 2014 and to the Mississippian Trust II in
the first quarter of 2015. No further wells will be drilled for the Royalty Trusts.

Liquidity and Capital Resources

The Company plans to incur approximately $100.0 million in capital expenditures in the fourth quarter of 2015 and is currently finalizing its capital
expenditures budget for 2016. The Company expects to fund its near term capital and debt service requirements and working capital needs with cash on hand (
$790.1 million at September 30, 2015 ), cash flows from operations and, to the extent available, borrowing capacity under its senior credit facility. The senior
credit facility has a borrowing base of $500.0 million , which was undrawn at both September 30, 2015 and October 30, 2015 . The Company had $11.0 million in
outstanding letters of credit secured by the senior credit facility on both September 30, 2015 and October 30, 2015 , respectively, which reduced availability under
the senior credit facility on a dollar-for-dollar basis. The Company has no maturities of long-term debt prior to 2020, provided, however, that if on October 15,
2019, the aggregate outstanding principal amount of the Company’s unsecured 8.75% Senior Notes due 2020 exceeds $100.0 million, the Senior Secured Notes
will mature on October 16, 2019. The Company may choose to issue new long-term debt, subject to market availability, as an alternative to borrowing under its
senior credit facility. Alternatively, the Company may issue equity or other convertible debt or non-debt securities in the capital markets, depending on market
conditions, to address its funding requirements. In the longer term, the Company expects a portion of its funding needs to be covered by cash flows from
operations, and may issue long-term debt or equity or monetize assets to cover any difference between cash flow from operations and capital needs. The
Company’s capital expenditures could be further curtailed if the Company’s cash flows decline from expected levels. Because production from existing oil and
natural gas wells declines over time, further reductions of capital expenditures used to drill and complete new oil and natural gas wells would likely result in lower
levels of oil and natural gas production in the future.

    
The Company’s primary sources of liquidity and capital resources are proceeds from the issuance of debt securities, cash flows from operating activities,

borrowings under the senior credit facility, proceeds from monetizations of assets and the issuance of equity securities. Declines in oil and natural gas prices during
the latter portion of 2014 and sustained low prices in 2015 have had a negative effect on the Company’s cash flows from operations. Continued low oil and natural
gas prices, or further declines in such prices, could also adversely affect the Company’s ability to incur additional indebtedness under its senior credit facility or
access the capital markets on favorable terms, or at all.

The Company’s primary uses of capital are expenditures related to its oil and natural gas properties, such as costs related to the drilling and completion of
wells, the acquisition of oil and natural gas properties and other fixed assets, interest payments on its outstanding indebtedness, the payment of dividends on its
outstanding convertible perpetual preferred stock if, and when, the Company elects to pay such dividends in cash, and, from time to time, the repayment of long-
term debt.

The Company’s revenue, profitability and future growth are substantially dependent upon the prevailing and future prices for oil and natural gas, which
depend  on  numerous  factors  beyond  the  Company’s  control  such  as  overall  oil  and  natural  gas  production  and  inventories  in  relevant  markets,  economic
conditions, the global political environment, regulatory developments and competition from other energy sources. Oil and natural gas prices historically have been
volatile and may be subject to significant fluctuations in the future. For example, prices for West Texas Intermediate light sweet crude oil (“WTI”), have declined
from a monthly average of over $105.00 per Bbl in June 2014 to as low as $43.20 per Bbl as recently as October 2015. Henry
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Hub natural gas prices declined from a monthly average of over $6.00 per MMBtu in February 2014 to as low as $2.03 per MMBtu in October 2015. While the
Company’s derivative arrangements serve to mitigate a portion of the effect of this price volatility on its cash flows, this extended period of depressed commodity
prices has limited the Company’s ability to add meaningful volumes to its hedge position.

If  the  current  depressed  oil  or  natural  gas  prices  persist  for  a  prolonged  period  or  further  decline,  they  would  have  a  material  adverse  effect  on  the
Company’s  financial  position,  results  of  operations,  cash  flows  and  quantities  of  oil,  natural  gas  and  NGL reserves  that  may  be  economically  produced,  likely
resulting  in  further  full  cost  pool  ceiling  impairments.  In  addition,  continued  low oil  and  natural  gas  prices  or  further  declines  in  such  prices  could  result  in  a
reduction in the size of the borrowing base under the senior credit facility or an inability to borrow thereunder, which would further limit capital expenditures.

In light of current commodity prices and the Company’s leverage position, the Company continues to analyze a variety of transactions and mechanisms
designed to enhance financial  flexibility and liquidity,  including the monetization of assets,  the retirement or purchase of its outstanding debt securities through
cash purchases and/or exchanges for equity or other Company securities in open market purchases, privately negotiated transactions or otherwise and opportunistic
acquisitions. In this regard, the Company has executed the following transactions during the nine-month period ended September 30, 2015:

• In  the  second  quarter  of  2015,  the  Company  issued  to  a  holder  of  the  Company’s  7.5%  Senior  Notes  due  2021  and  8.125%  Senior  Notes  due  2022,
approximately 28.0  million shares  of  the  Company’s  common stock  in  exchange  for  an  aggregate $50.0  million principal  amount  of  the  notes  and  as
payment for the interest accrued thereon since the last interest payment date.

• In June 2015, the Company issued $1.25 billion of 8.75% Senior Secured Notes due 2020.
• In August 2015, the Company repurchased approximately $250.0 million of its Senior Unsecured Notes for approximately $94.5 million cash and issued

approximately $275.0 million aggregate principal amount of Convertible Senior Unsecured Notes in exchange for approximately $275.0 million aggregate
principal amount of its Senior Unsecured Notes.

Subsequent  to  September  30,  2015,  the  Company  repurchased  approximately  $100.0  million  of  its  Senior  Unsecured  Notes  for  approximately  $30.0
million cash and issued approximately $300.0 million aggregate principal amount of Convertible Senior Unsecured Notes in exchange for approximately $300.0
million aggregate principal amount of its Senior Unsecured Notes.

During the third quarter of 2015, holders of the Company’s Convertible Senior Unsecured Notes converted an aggregate $21.9 million principal amount (
$6.5 million net of discount and including derivative) of the Convertible Senior Unsecured Notes resulting in the issuance of approximately 8.0 million shares of
the Company’s common stock and aggregate cash payments of $2.7 million consisting primarily of the interest accrued since the last interest payment date and the
early conversion payment described in “Indebtedness - Convertible Senior Unsecured Notes” below. Between September 30, 2015 and November 4, 2015, holders
of  the  Company’s  Convertible  Senior  Unsecured  Notes  converted  an  aggregate  $104.1million  principal  amount  of  the  Convertible  Senior  Unsecured  Notes
resulting in the issuance of approximately 37.9 million shares of the Company’s common stock and aggregate cash payments of $12.9 million consisting primarily
of the interest accrued since the last interest payment date and the early conversion payment described below.

The  execution  of  additional  such  transactions,  if  any,  will  depend  on  prevailing  market  conditions,  the  Company’s  liquidity  requirements,  contractual
restrictions and other factors.

As  of September  30,  2015 ,  the  Company’s  cash  and  cash  equivalents  were  $ 790.1  million ,  including $7.7  million attributable  to  the  Company’s
consolidated VIEs which is available to satisfy only obligations of the VIEs. The Company had approximately $3.9 billion in total  debt outstanding and $ 11.0
million in outstanding letters of credit with no amount outstanding under its senior credit facility at September 30, 2015 . As of and during the three and nine -
month periods ended September 30, 2015 , the Company was in compliance with applicable covenants under its senior credit facility and outstanding senior notes.
As of October 30, 2015 ,  the Company’s cash and cash equivalents were approximately $ 707.4 million , including $ 7.1 million attributable to the Company’s
consolidated VIEs. Additionally, there was no amount outstanding under the Company’s senior credit facility and $ 11.0 million in outstanding letters of credit.

The Company is party to an agreement with Repsol under which the Company will be obligated to carry a portion of Repsol’s drilling and completion
costs  for  wells  drilled  in  the  future  in  the  related  area  of  mutual  interest.  See  “Note 5 -  Property,  Plant  and  Equipment”  for  further  discussion.  In  addition,
production targets contained in certain gathering and treating arrangements in effect at September 30, 2015 require the Company to incur capital expenditures or
make associated shortfall payments.
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Working Capital

The Company’s working capital balance fluctuates as a result of changes in the fair value of its outstanding commodity derivative instruments and due to
fluctuations in the timing and amount of its collection of receivables and payment of expenditures related to its exploration and production operations.

At September 30, 2015 , the Company had a working capital surplus of $612.5 million compared to a surplus of $47.5 million at December 31, 2014 .
Current  assets increased by $277.1  million and current  liabilities decreased by $287.9  million at September  30,  2015 ,  compared to December  31,  2014 . The
increase in current assets is primarily due to an $608.9 million increase in cash and cash equivalents, which resulted largely from the receipt of $1.21 billion in net
proceeds from the issuance of the Senior Secured Notes in June 2015. The increase in cash was partially offset by a decrease of $188.1 million in the net asset
position of the Company’s current derivative contracts and a decrease of $131.9 million in accounts receivable, largely resulting from fluctuations in the timing and
amount of collections of receivables. The change in current liabilities is primarily due to a decrease of $238.3 million in accounts payable and accrued expenses
largely due to (i) a reduction in accrued capital expenditures resulting from a decrease in the number of drilling rigs operating on the Company’s properties, (ii) a
decrease in revenue payable to third party owners in Company operated wells due primarily to a decrease in average prices received for oil, gas and NGLs, and (iii)
other changes due primarily to fluctuations in the timing and amount of the payment of expenditures related to exploration and production operations during the
nine -month period ended September 30, 2015 . Additionally, the Company’s current deferred tax liability decreased by $44.7 million primarily as a result of full
cost pool impairments recorded in the three and nine-month periods ended September 30, 2015 .

Cash Flows

The Company’s cash flows for the nine -month periods ended September 30, 2015 and 2014 are presented in the following table and discussed below:

 Nine Months Ended September 30,

 2015  2014
 (In thousands)
Cash flows provided by operating activities $ 360,886  $ 395,684
Cash flows used in investing activities (729,749)  (374,091)
Cash flows provided by (used in) financing activities 977,752  (246,010)

Net increase (decrease) in cash and cash equivalents $ 608,889  $ (224,417)

Cash
Flows
from
Operating
Activities

The Company’s  operating  cash flow is  primarily  influenced by the  prices  the  Company receives  for  its  oil,  natural  gas  and NGLs,  the  quantity  of  oil,
natural gas and NGLs it sells, settlements of commodity derivative contracts, and third-party demand for its drilling rigs and oil field services and the rates it is able
to charge for these services. The Company’s cash flows from operating activities are also impacted by changes in working capital. The decrease in net cash flows
provided by operating activities for the nine -month period ended September 30, 2015 compared to the same period in 2014 , is primarily due to a reduction in
revenues from oil, natural gas and NGLs, largely resulting from of a decrease in average prices received for the Company’s production. The decrease in revenues
was partially offset by gains received on settlement of commodity derivative contracts and, to a lesser extent, a reduction in operating expenses during the nine -
month period ended September 30, 2015 .

Cash
Flows
from
Investing
Activities

The  Company  dedicates  and  expects  to  continue  to  dedicate  a  substantial  portion  of  its  capital  expenditure  program  toward  the  exploration  for  and
production of oil  and natural gas. These capital expenditures are necessary to offset inherent declines in production and proven reserves, which is typical in the
capital-intensive oil and natural gas industry.

During the nine -month period ended September 30, 2015 , cash flows used in investing activities primarily consisted of capital expenditures, excluding
acquisitions.  During  the nine -month  period  ended September  30,  2014 ,  cash  flows  used  in  investing  activities  resulted  from  capital  expenditures,  excluding
acquisitions, of approximately $1.1 billion, which were partially offset by proceeds from the sale of assets of approximately $714.3 million primarily from the sale
of the Gulf Properties.
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Capital
Expenditures.
 The Company’s capital expenditures, on an accrual basis, by segment for the nine -month periods ended September 30, 2015 and
2014 are summarized below:

 Nine Months Ended September 30,

 2015  2014
 (In thousands)
Capital Expenditures    

Exploration and production $ 559,515  $ 1,056,568
Drilling and oil field services 2,732  10,877
Midstream services 20,400  25,810
Other 18,405  27,282
Capital expenditures, excluding acquisitions 601,052  1,120,537
Acquisitions 3,231  16,920

Total $ 604,283  $ 1,137,457

Capital expenditures, excluding acquisitions, decreased by $519.5 million for the nine -month period ended September 30, 2015 from the same period in
2014 ,  primarily  due  to  a  decrease  in  drilling  and  leasehold  expenditures  in  the  Mid-Continent  area.  The  number  of  drilling  rigs  operating  on  the  Company’s
properties decreased to four rigs at September 30, 2015 from 35 rigs at December 31, 2014. The Company has established a capital expenditures budget of $700.0
million for 2015.

Cash
Flows
from
Financing
Activities

The Company’s financing activities provided $ 1.0 billion of cash for the nine -month period ended September 30, 2015 compared to $ 246.0 million used
in  the  same period  in 2014 .  The change of $1.2 billion is  due  primarily  to  (i)  the  issuance  of  $1.25 billion  in  Senior  Secured  Notes  in  June  2015,  which was
partially  offset  by cash  paid  for  the  repurchase  of  debt  of  $94.5  million,  and debt  issuance  costs  incurred  of $48.0 million ,  (ii)  a  decrease  of $35.1 million in
noncontrolling interest distributions, and (iii) a decrease of $33.8 million in preferred dividends paid in cash during the 2015 period compared to the 2014 period.
The  decrease  in  cash  dividends  paid  was  primarily  due  to  payment  of  the  semi-annual  7.0% preferred  share  dividend  in  May  2015  and  the  semi-annual  8.5%
preferred share dividend in August 2015 in shares of the Company’s common stock, and conversion of the 6% preferred shares to common shares in December
2014. Additionally, during the nine -month period ended September 30, 2014 , the Company paid $44.1 million for the early settlement of financing derivatives as
a result of the sale of the Gulf Properties and paid $17.5 million to repurchase shares of the Company’s common stock. These payments were partially offset by
proceeds from the sale of Royalty Trust units of $22.1 million.

Indebtedness

Long-term debt consists of the following at September 30, 2015 (in thousands):  

Senior credit facility $ —
8.75% Senior Secured Notes due 2020 1,250,000
Senior Unsecured Notes  
   8.75% Senior Notes due 2020, net of $3,649 discount 401,149
    7.5% Senior Notes due 2021, including premium of   $2,652 996,309
   8.125% Senior Notes due 2022 601,187
    7.5% Senior Notes due 2023, net of  $2,436 discount 622,923
Convertible Senior Unsecured Notes  

 8.125% Convertible Senior Notes due 2022, including holder conversion feature liabilities of $3,113, net of $105,691
discount 36,406

 7.5% Convertible Senior Notes due 2023, including holder conversion feature liabilities $2,361, net of $87,412 discount 29,020

Total debt $ 3,936,994

The  indentures  governing  the  senior  notes  contain  covenants  imposing  certain  restrictions  on  the  Company’s  activities,  including,  but  not  limited  to,
limitations  on  the  incurrence  of  indebtedness,  payment  of  dividends,  investments,  asset  sales,  certain  asset  purchases,  transactions  with  related  parties  and
consolidations or mergers. As of and during the three and nine -month periods
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ended September 30, 2015 , the Company was in compliance with all of the covenants contained in the indentures governing its outstanding senior notes.

Maturities
of
Long-Term
Debt.
 As of September 30, 2015 , there are no contractual maturities of long-term debt until January 2020; however, the Senior
Secured Notes will mature on June 1, 2020, provided that if on October 15, 2019, the aggregate outstanding principal amount of the Company’s unsecured 8.75%
Senior Notes due 2020 exceeds $100.0 million, the Senior Secured Notes will mature on October 16, 2019.

Senior
Credit
Facility.
The amount  the Company may borrow under  its  senior  credit  facility  is  limited to  a  borrowing base,  and is  subject  to  periodic
redeterminations. The Company’s borrowing base is generally redetermined in April and October of each year. The borrowing base is determined based upon the
discounted present value of future cash flows attributable to the Company’s proved reserves. Because the value of the Company’s proved reserves is a key factor in
determining the amount of the borrowing base, a decrease in such value, whether due to declining commodity prices or a reduction in the Company’s development
of reserves would likely cause a reduction in the borrowing base. On June 10, 2015, in connection with an amendment to the senior credit agreement, as discussed
further below, the borrowing base was reduced to $500.0 million from $900.0 million, which resulted in the write off of approximately $4.9 million of capitalized
debt issuance costs. The borrowing base remained unchanged as a result of the October 2015 redetermination. The next scheduled redetermination is expected to
take place in April 2016. Quarterly, the Company pays a commitment fee assessed at an annual rate of 0.5% on any available portion of the senior credit facility.

At September 30, 2015 , the Company had no amount outstanding under the senior credit facility and $11.0 million in outstanding letters of credit, which
reduced the availability  under the senior  credit  facility  to $489.0 million .  As of and during the three and nine -month periods ended September 30, 2015 , the
Company was in compliance with all applicable financial covenants under the senior credit facility.

On June 10, 2015, concurrent with the issuance and sale of $1.25 billion in aggregate principal amount of its Senior Secured Notes, discussed below, the
Company and its  lenders amended the credit  agreement  to,  among other things,  (i)  eliminate financial  covenants requiring maintenance of certain levels  for the
ratio of total net debt to EBITDA and the ratio of EBITDA to interest expense, (ii) amend the financial covenant requiring maintenance of the ratio of total secured
debt  under  the senior  credit  facility  to  EBITDA to 2.00:1.00 from 2.25:1.00 at  quarter  end and (iii)  increase  the permitted  incurrence  of  additional  junior  debt,
which may be secured,  to an amount not to exceed $1.75 billion from $500.0 million.  On August 13, 2015, the senior credit  facility was amended to allow the
Company to redeem or purchase Senior Unsecured Notes for up to $200.0 million in cash subject to certain limitations. Concurrent with the October borrowing
base redetermination discussed above, on October 16, 2015, the senior credit facility was further amended to increase the amount of Senior Unsecured Notes the
Company may redeem or purchase for cash to $275.0 million from $200.0 million.

The  amended  senior  credit  facility  is  available  to  be  drawn  on  subject  to  limitations  based  on  its  terms,  including  the  Company’s  ability  to  make
representations and warranties contained therein regarding the value of the Company’s assets versus its liabilities, and compliance with certain financial covenants,
including  maintenance  of  agreed  upon levels  for  the  (i)  ratio  of  total  secured  debt  under  the  senior  credit  facility  to  EBITDA described  above  and  (ii)  ratio  of
current assets to current liabilities, which must be at least 1.0:1.0 at each quarter end. For the purpose of the current ratio calculation, any amounts available to be
drawn  under  the  senior  credit  facility  are  included  in  current  assets,  and  unrealized  assets  and  liabilities  resulting  from  mark-to-market  adjustments  on  the
Company’s commodity derivative contracts are disregarded. The senior credit facility matures on the earlier of March 2, 2020 and 91 days prior to the earliest date
of any maturity under or mandatory offer to repurchase the Company’s currently outstanding notes.

Additionally, the amended senior credit agreement permits the Company and certain of its subsidiaries to incur additional indebtedness in an aggregate
principal amount not to exceed $1.75 billion, which may be secured solely by collateral securing the senior credit facility on a junior lien basis. Any junior lien debt
shall be subject to the terms and conditions set forth in an intercreditor agreement, the terms of which are subject to the approval of the lenders, and shall mature no
earlier than January 21, 2020. The borrowing base under the senior credit facility will be reduced by $0.25 for every $1.00 of junior debt incurred in excess of $1.5
billion. At September 30, 2015, the Company had incurred $1.25 billion in junior lien debt as a result of the issuance of the Senior Secured Notes in June 2015 and
entered into an intercreditor agreement in connection therewith.

Senior 
Secured 
Notes.
On  June  10,  2015,  the  Company  completed  the  issuance  and  sale  of  $1.25  billion  in  aggregate  principal  amount  of  its  Senior
Secured Notes, which bear interest at a fixed rate of 8.75% per annum, payable semi-annually, with the principal due upon maturity. The Senior Secured Notes are
redeemable, in whole or in part, prior to their maturity at specified redemption prices and are jointly and severally guaranteed unconditionally, in full, on a second-
priority secured basis by certain of the Company’s wholly owned subsidiaries. Pursuant to the indenture, the Senior Secured Notes will mature on June 1,
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2020;  provided,  however,  that  if  on  October  15,  2019,  the  aggregate  outstanding  principal  amount  of  the  Company’s  unsecured  8.75% Senior  Notes  due  2020
exceeds $100.0 million, the Senior Secured Notes will mature on October 16, 2019.

The Senior Secured Notes are secured by second-priority liens on all of the Company’s and certain of the Company’s wholly owned subsidiaries’ assets
that secure the senior credit facility on a first-priority basis; provided, however, the security interest in those assets that secure the Senior Secured Notes and the
guarantees  will  be  contractually  subordinated  to  liens  thereon  that  secure  the  senior  credit  facility  and  certain  other  permitted  indebtedness.  Consequently,  the
Senior Secured Notes and the guarantees will be effectively subordinated to the senior credit facility and such other indebtedness to the extent of the value of such
assets.

Senior
Unsecured
Notes.
The Company’s Senior Unsecured Notes bear interest at a fixed rate per annum, payable semi-annually, with the principal due
upon maturity. Certain of the Senior Unsecured Notes were issued at a discount or a premium. The discount or premium is amortized to interest expense over the
term  of  the  respective  series  of  Senior  Unsecured  Notes.  The  Senior  Unsecured  Notes  are  redeemable,  in  whole  or  in  part,  prior  to  their  maturity  at  specified
redemption prices and are jointly and severally guaranteed unconditionally, in full, on an unsecured basis by certain of the Company’s wholly owned subsidiaries.
The Senior Unsecured Notes have a variety of maturities, the first of which is in 2020 and the latest of which is in 2023.

Convertible 
Senior 
Unsecured 
Notes.
The  Company’s  8.125%  Convertible  Senior  Notes  due  2022  and  7.5%  Convertible  Senior  Notes  due  2023  are
guaranteed by the same guarantors that guarantee the Senior Unsecured Notes and are subject to covenants and bear payment terms substantially identical to those
of the corresponding series of Senior Unsecured Notes of similar tenor, other than the conversion features, described further below, and the extension of the final
maturity by one day. The Convertible Senior Unsecured Notes were issued at a discount that is being amortized to interest expense over the term of the respective
series of Convertible Senior Unsecured Notes.

The Convertible Senior Unsecured Notes are convertible into shares of Company common stock at the option of holders or, subject to compliance with
certain conditions, the Company. In addition, if a holder exercises its right to convert on or prior to the first anniversary of the issuance of the Convertible Senior
Unsecured Notes, such holder will receive an early conversion payment in an amount equal to the amount of 18 months of interest payable on the applicable series
of  converted  Convertible  Senior  Unsecured  Notes.  If  a  holder  exercises  its  right  to  convert  after  the  first  anniversary  of  the  issuance  of  the  Convertible  Senior
Unsecured  Notes  but  on  or  prior  to  the  second  anniversary  of  the  issuance  of  such  Convertible  Senior  Unsecured  Notes,  such  holder  will  receive  an  early
conversion  payment  in  an  amount  equal  to  12  months  of  interest  payable  on  the  applicable  series  of  converted  Convertible  Senior  Unsecured  Notes.  No  early
conversion payment will be made upon a mandatory conversion.

For more information about the senior credit facility, the Senior Secured Notes, the Senior Unsecured Notes, and the Convertible Senior Unsecured Notes,
see “Note 7 - Long-Term Debt” to the unaudited condensed consolidated financial statements included in this Quarterly Report.

Contractual Obligations and Off-Balance Sheet Arrangements

At  December  31,  2014,  the  Company’s  contractual  obligations  included  long-term  debt  obligations,  a  gas  gathering  agreement,  transportation  and
throughput agreements, third-party drilling rig agreements, asset retirement obligations, operating leases and other individually insignificant obligations. From time
to time, the Company enters into transactions that give rise to significant contractual obligations or otherwise result in significant changes to existing contractual
obligations. Transactions that occurred during the nine -month period ended September 30, 2015 resulted in the following significant changes to the Company’s
contractual obligations from those presented in the 2014 Form 10-K:

• Long-Term
Debt 
Obligations.
The  Company’s  long-term  debt  obligation  increased  by  approximately $0.7  billion at September  30,  2015 compared to
December 31, 2014 ,  primarily  as  a  result  of  the issuance of  $1.25 billion in Senior  Secured Notes in June 2015,  which was partially  offset  by (i)  the
repurchase  of  approximately  $250.0  million  of  the  Company’s  Senior  Unsecured  Notes  for  approximately  $94.5  million  cash  in  August  2015,  (ii)  the
exchange of an aggregate $50.0 million principal amount of Senior Unsecured Notes ($29.0 million of 7.5% Senior Notes due 2021 and $21.0 million of
8.125%  Senior  Notes  due  2022)  for  shares  of  the  Company’s  stock  during  the  three-month  period  ended  June  30,  2015,  and  (iii)  conversion  of  an
aggregate $21.9 million principal amount ( $6.5 million net of discount and including holders’ conversion feature) of the Convertible Senior Unsecured
Notes into shares of the Company’s common stock in August and September 2015.

• Drilling
Carry
Commitment.
As of September 30, 2015 , the Company had drilled 453 net wells under a drilling carry arrangement with Repsol and did
not satisfy the total  drilling commitment  under the arrangement  of 484 net  wells  in the area of  mutual  interest,  within the required time period,  which
ended May 31, 2015. As a result, the Company will carry
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a portion of Repsol’s drilling and completion costs up to approximately $31.0 million for wells drilled in the future in the related area of mutual interest.
The Company incurred approximately $3.6 million in costs toward this obligation during the three and nine-month periods ended September 30, 2015 ,
and will continue to record such costs as they are incurred in future periods. See “Note 5 - Property, Plant and Equipment” to the accompanying unaudited
condensed consolidated financial statements included in this Quarterly Report for additional discussion.

Critical Accounting Policies and Estimates
    
For  a  description  of  the  Company’s  critical  accounting  policies  and  estimates,  refer  to  Item  7.  Management’s  Discussion  and  Analysis  of  Financial

Condition and Results of Operations included in the 2014 Form 10-K. For a discussion of recent accounting pronouncements not yet adopted, see “Note 1 - Basis
of Presentation” to the Company’s accompanying unaudited condensed consolidated financial statements included in Item 1 of this Quarterly Report.

Valuation Allowance

In 2008 and 2009, the Company recorded full  cost ceiling impairments totaling $3.5 billion on its oil  and natural  gas assets,  resulting in the Company
being in a net  deferred tax asset  position.  Management considered all  available  evidence and concluded that  it  was more likely than not that  some or all  of  the
deferred tax assets would not be realized and established a valuation allowance against the Company’s net deferred tax asset for the period ended December 31,
2008. This valuation allowance has been maintained since 2008. See “Note 12 - Income Taxes” to the accompanying unaudited condensed consolidated financial
statements included in this Quarterly Report for more discussion on maintaining the valuation allowance against the Company’s net deferred tax asset.

Management continues to closely monitor all available evidence in considering whether to maintain a valuation allowance on its net deferred tax asset.
Factors considered are, but not limited to, the reversal periods of existing deferred tax liabilities and deferred tax assets, the historical earnings of the Company and
the  prospects  of  future  earnings.  For  purposes  of  the  valuation  allowance  analysis,  “earnings”  is  defined  as  pre-tax  earnings  as  adjusted  for  permanent  tax
adjustments.

The Company was in a cumulative negative earnings position until the 36-month period ended December 31, 2012 at which time it reached cumulative
positive earnings. However, as a result of the Company closing the sale of the oil and natural gas properties in the Permian Basin area of west Texas on February
26,  2013,  the  Company  reverted  back  to  a  cumulative  negative  earnings  position  for  the  36-month  period  ended  March  31,  2013.  The  Company  remains  in  a
cumulative  negative  earnings  position  through  the  36-month  period  ended September  30,  2015 .  One  contributing  factor  to  the  cumulative  negative  earnings
position for the 36-month period ending September 30, 2015 is the combined effect of the $1.1 billion, $1.5 billion, and $1.1 billion asset impairments, which relate
primarily to full cost ceiling impairments of the Company’s oil and natural gas assets, recorded during the three-month periods ending March 31, 2015, June 30,
2015,  and  September  30,  2015,  respectively.  Cumulative  negative  earnings  are  not  a  definitive  factor  in  determining  to  maintain  a  valuation  allowance  as  all
available evidence should be considered, but it is a significant piece of negative evidence in management’s analysis.

The Company’s revenue, profitability and future growth are substantially dependent upon prevailing and future prices for oil and natural gas. The markets
for  these  commodities  continue  to  be  volatile.  Relatively  modest  drops  in  prices  can  significantly  affect  the  Company’s  financial  results,  as  evidenced  by  the
aforementioned full cost ceiling impairments and impede its growth. Changes in oil and natural gas prices have a significant impact on the value of the Company’s
reserves and on its cash flow. Prices for oil and natural gas may fluctuate widely in response to relatively minor changes in the supply of and demand for oil and
natural gas and a variety of additional factors that are beyond the Company’s control. Due to these factors, management has placed a lower weight on the prospects
of future earnings in its overall analysis of the valuation allowance.

In  determining  whether  to  maintain  the  valuation  allowance,  management  concluded  that  the  objectively  verifiable  negative  evidence  of  cumulative
negative earnings for the 36-month period ending September 30, 2015 , is difficult to overcome with any forms of positive evidence that may exist. Accordingly,
management has not changed its judgment regarding the need for a full valuation allowance against its net deferred tax asset. The valuation allowance against the
Company’s net deferred tax asset at December 31, 2014 was $594.5 million. The Company’s net deferred tax asset position and corresponding valuation allowance
are  expected  to  significantly  increase  by December  31,  2015,  absent  the  establishment  of  any offsetting  deferred  tax  liabilities.  These  increases  are  primarily  a
result of the combined effect of the aforementioned asset impairments recorded during the nine-month period ending September 30, 2015.

Additionally,  at  December  31,  2014,  the  Company  had  valuation  allowances  totaling  $55.1  million  against  specific  deferred  tax  assets  for  which
management has determined it is more likely than not that such deferred tax assets will not be realized
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for various reasons. The valuation allowance against these specific deferred tax assets would not be impacted by the foregoing discussion.
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ITEM 3. Quantitative and Qualitative Disclosures About Market Risk

General

This  discussion  provides  information  about  the  financial  instruments  the  Company  uses  to  manage  commodity  prices,  including  instruments  used  to
manage commodity prices for production attributable to the Royalty Trusts. All contracts are settled in cash and do not require the actual delivery of a commodity
at settlement. Additionally, the Company’s exposure to credit risk and interest rate risk is also discussed.

Commodity
Price
Risk.
 The Company’s most significant market risk relates to the prices it receives for its oil, natural gas and NGL production. Due to
the historical price volatility of these commodities, the Company periodically has entered into, and expects in the future to enter into, derivative arrangements for
the  purpose  of  reducing  the  variability  of  oil  and  natural  gas  prices  the  Company  receives  for  its  production.  From  time  to  time,  the  Company  enters  into
commodity pricing derivative contracts for a portion of its anticipated oil and natural gas production volumes depending upon management’s view of opportunities
under the then-prevailing current market conditions. The Company’s senior credit facility limits its ability to enter into derivative transactions to 85% of expected
production volumes from estimated proved reserves.

The Company uses, and may continue to use, a variety of commodity-based derivative contracts, including fixed price swaps, basis swaps and collars. At
September 30, 2015 , the Company’s commodity derivative contracts consisted of fixed price swaps, basis swaps and collars, which are described below:

Fixed
price
swaps The Company receives a fixed price for the contract and pays a floating market price to the counterparty over a specified period
for a contracted volume.

  
Basis
swaps The  Company  receives  a  payment  from the  counterparty  if  the  settled  price  differential  is  greater  than  the  stated  terms  of  the

contract and pays the counterparty if the settled price differential is less than the stated terms of the contract, which guarantees the
Company a price differential for oil or natural gas from a specified delivery point.

  
Collars Two-way collars contain a fixed floor price (put) and a fixed ceiling price (call). If the market price exceeds the call strike price or

falls below the put strike price, the Company receives the fixed price and pays the market price. If the market price is between the
call and the put strike price, no payments are due from either party.

 

Three-way collars have two fixed floor prices (a purchased put and a sold put) and a fixed ceiling price (call). The purchased put
establishes  a  minimum  price  unless  the  market  price  falls  below  the  sold  put,  at  which  point  the  minimum  price  would  be
NYMEX  plus  the  difference  between  the  purchased  put  and  the  sold  put  strike  price.  The  call  establishes  a  maximum  price
(ceiling) the Company will receive for the volumes under the contract.

The Company’s oil fixed price swap transactions are settled based upon the average daily prices for the calendar month or quarter of the contract period.
The Company’s three-way oil collars are settled based upon the arithmetic average of NYMEX oil prices during the calculation period for the relevant contract.
The Company’s natural gas fixed price swap transactions are settled based upon the NYMEX prices on the final commodity business day for the relevant contract,
and  the  Company’s  natural  gas  collars  are  settled  based  upon  the  NYMEX  prices  on  the  penultimate  commodity  business  day  for  the  relevant  contract.  The
Company’s natural gas basis swap transactions are settled based upon the differential between the NYMEX Henry Hub price and Platts Inside FERC Panhandle
Eastern Pipe Line price.  Settlement  for  oil  derivative  contracts  occurs  in the succeeding month or  quarter  and natural  gas derivative  contracts  are  settled in the
production month or quarter.

At September 30, 2015 , the Company’s open commodity derivative contracts consisted of the following:

Oil Price Swaps  

 Notional (MBbls)  
Weighted Average

Fixed Price
October 2015 - December 2015 555  $ 94.11
January 2016 - December 2016 1,464  $ 88.36

78



Table of Contents

Natural Gas Price Swaps  

 Notional (MMcf)  
Weighted Average

Fixed Price
October 2015 - December 2015 1,840  $ 4.20

Natural Gas Basis Swaps

 Notional (MMcf)  
Weighted Average

Fixed Price
October 2015 - December 2015 15,640  $ (0.30)
January 2016 - December 2016 10,980  $ (0.38)

Oil Collars - Three-way

 Notional (MBbls)  Sold Put
Purchased

Put Sold Call
October 2015 - December 2015 1,564  $78.15 $90.03 $103.65
January 2016 - December 2016 2,556  $83.14 $90.00 $100.85

Natural Gas Collars

 Notional (MMcf)  Collar Range
October 2015 - December 2015 255  $4.00 — $8.55

Because  the  Company  has  not  designated  any  of  its  derivative  contracts  as  hedges  for  accounting  purposes,  changes  in  fair  values  of  the  Company’s
derivative contracts are recognized as gains and losses in current period earnings. As a result, the Company’s current period earnings may be significantly affected
by changes in the fair  value of its  commodity derivative contracts.  Changes in fair  value are principally measured based on a comparison of future prices as of
period-end to the contract price.

The Company recorded a gain on commodity derivative contracts of $42.2 million and $132.6 million for the three-month periods ended September 30,
2015 and 2014 , respectively, which include net cash receipts upon settlement of $67.3 million and $3.4 million , respectively. The Company recorded a gain on
commodity derivative contracts of $59.0 million and $4.8 million for the nine -month periods ended September 30, 2015 and 2014 , respectively, which includes
net cash (receipts) payments upon settlement of $(278.6) million and $92.9 million , respectively. Included in the net cash payments for the nine -month period
ended September 30, 2014 are $69.6 million of cash payments related to early settlements of commodity derivative contracts primarily as a result of the sale of the
Gulf Properties in February 2014.

See “Note 8 - Derivatives” to the accompanying unaudited condensed consolidated financial statements included in this Quarterly Report for additional
information regarding the Company’s commodity derivatives.

Credit 
Risk.
  All  of  the  Company’s  commodity  derivative  transactions  have  been  carried  out  in  the  over-the-counter  market.  The  use  of  commodity
derivative  transactions  in  over-the-counter  markets  involves  the  risk  that  the  counterparties  may  be  unable  to  meet  the  financial  terms  of  the  transactions.  The
counterparties  for all  of the Company’s derivative transactions have an “investment grade” credit  rating. The Company monitors on an ongoing basis the credit
ratings  of  its  commodity  derivative  counterparties  and  considers  its  counterparties’  credit  default  risk  ratings  in  determining  the  fair  value  of  its  commodity
derivative contracts. The Company’s commodity derivative contracts are with multiple counterparties to minimize its exposure to any individual counterparty.

    
A default by the Company under its senior credit facility constitutes a default under its commodity derivative contracts with counterparties that are lenders

under the senior credit facility. The Company does not require collateral or other security from counterparties to support derivative instruments. The Company has
master  netting  agreements  with  all  of  its  derivative  contract  counterparties,  which  allow  the  Company  to  net  its  derivative  assets  and  liabilities  with  the  same
counterparty. As a result of the netting provisions, the Company’s maximum amount of loss under derivative transactions due to credit risk is limited to the net
amounts  due  from  the  counterparties  under  the  commodity  derivative  contracts.  The  Company’s  loss  is  further  limited  as  any  amounts  due  from  a  defaulting
counterparty that is a lender under the senior credit  facility can be offset against amounts owed, if  any, to such counterparty under the Company’s senior credit
facility. As of September 30, 2015 , the counterparties to the Company’s open commodity derivative contracts consisted of nine financial institutions, four of which
are also lenders under the Company’s
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senior credit  facility.  As a result,  the Company is not required to post additional collateral  under its commodity derivative contracts.  To secure their obligations
under  the  commodity  derivative  contracts  novated  by  the  Company,  the  Permian  Trust  and  Mississippian  Trust  II  have  each  given  the  counterparties  to  such
contracts  a  lien  on their  royalty  interests.  See “Note 3 -  Variable  Interest  Entities”  to  the accompanying unaudited condensed consolidated financial  statements
included in this Quarterly Report for additional information on the Royalty Trusts’ derivative contracts.

The Company’s ability to fund its capital expenditures budget is partially dependent upon the availability of funds under its senior credit facility. In order
to mitigate the credit risk associated with individual financial institutions committed to participate in the senior credit facility, the Company’s bank group consists
of 11 financial institutions with commitments ranging from 1.00% to 14.00% of the borrowing base as of September 30, 2015 .

Interest
Rate
Risk.
 The Company is exposed to interest rate risk on its long-term fixed rate debt and its variable rate senior credit facility. Fixed rate debt,
where the interest rate is fixed over the life of the instrument, exposes the Company to (i) changes in market interest rates reflected in the fair value of the debt and
(ii) the risk that the Company may need to refinance maturing debt with new debt at a higher rate. Variable rate debt, where the interest rate fluctuates, exposes the
Company  to  short-term  changes  in  market  interest  rates  as  the  Company’s  interest  obligations  on  these  instruments  are  periodically  redetermined  based  on
prevailing market interest rates, primarily LIBOR and the federal funds rate.
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ITEM 4. Controls and Procedures

Disclosure Controls and Procedures

Under the supervision and with the participation of the Company’s management, including the Company’s Chief Executive Officer and Chief Financial
Officer, the Company performed an evaluation of the effectiveness of the design and operation of its disclosure controls and procedures pursuant to Exchange Act
Rules 13a-15 and 15d-15 as of the end of the period covered by this Quarterly Report. Based on that evaluation, the Company’s Chief Executive Officer and Chief
Financial Officer concluded that the Company’s disclosure controls and procedures were effective as of September 30, 2015 to provide reasonable assurance that
the information required to be disclosed by the Company in its reports filed or submitted under the Exchange Act is recorded, processed, summarized and reported
within the time periods specified in the rules and forms of the Securities and Exchange Commission, and such information is accumulated and communicated to
management, as appropriate to allow timely decisions regarding required disclosure.

Changes in Internal Control Over Financial Reporting

There was no change in the Company’s internal control over financial reporting during the quarter ended September 30, 2015 that has materially affected,
or is reasonably likely to materially affect, the Company’s internal control over financial reporting.
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PART II. Other Information

ITEM 1. Legal Proceedings

On  April  5,  2011,  Wesley  West  Minerals,  Ltd.  and  Longfellow  Ranch  Partners,  LP  filed  suit  against  the  Company  and  SandRidge  Exploration  and
Production, LLC (collectively, the “SandRidge Entities”) in the 83rd District Court of Pecos County, Texas. The plaintiffs, who have leased mineral rights to the
SandRidge Entities in Pecos County, allege that the SandRidge Entities have not properly paid royalties on all volumes of natural gas and CO 2  produced from the
acreage leased from the plaintiffs.  The plaintiffs  also allege that  the SandRidge Entities  have inappropriately failed to pay royalties  on CO 2 produced from the
plaintiffs’  acreage that  results  from the treatment  of natural  gas at  the Century Plant.  The plaintiffs  seek approximately $45.5 million in actual damages for the
period of time between January 2004 and December 2011, punitive damages and a declaration that the SandRidge Entities must pay royalties on CO 2  produced
from the plaintiffs’ acreage that results from treatment of natural gas at the Century Plant.  The Commissioner of the General Land Office of the State of Texas
(“GLO”) is named as an additional defendant in the lawsuit as some of the affected oil and natural gas leases described in the plaintiffs’ allegations cover mineral
classified lands in which the GLO is entitled to one-half of the royalties attributable to such leases. The GLO has filed a cross-claim against the SandRidge Entities
asserting the same claims as the plaintiffs with respect to the leases covering mineral classified lands and seeking approximately $13.0 million in actual damages,
inclusive of penalties and interest. On February 5, 2013, the Company received a favorable summary judgment ruling that effectively removes a majority of the
plaintiffs’ and GLO’s claims. On April 29, 2013, the court entered an order allowing for an interlocutory appeal of its summary judgment ruling.

The plaintiffs appealed the rulings to the Texas Court of Appeals in El Paso. On November 19, 2014, that court issued its opinion, which affirmed the trial
court’s summary judgment rulings in part,  but reversing them in part.  The Court of Appeals affirmed the summary judgment rulings in the SandRidge Entities’
favor against the GLO. The court also affirmed the summary judgment rulings in the SandRidge Entities’ favor against Wesley West Minerals, Ltd., on the largest
oil and gas lease involved in the case, which accounted for much of the total damages the plaintiffs are claiming. The court reversed certain rulings on other leases,
thus deciding those matters for the plaintiffs. The parties have petitioned the Supreme Court of Texas for review of the Court of Appeals’ decision.

The Company intends to continue to defend the remaining issues in the trial court, as well as future appellate proceedings. At the time of the rulings on
summary judgment, the lawsuit was still in the discovery stage and, accordingly, an estimate of reasonably possible losses, if any, associated with the remaining
causes of action and those rulings reversed by the Court of Appeals cannot be made until all of the facts, circumstances and legal theories relating to such claims
and the SandRidge Entities’ defenses are fully disclosed and analyzed. The Company has not established any reserves relating to this action.

Between December 2012 and March 2013, seven putative shareholder derivative actions were filed in state and federal court in Oklahoma:

• Arthur I. Levine v. Tom L. Ward, et al., and SandRidge Energy, Inc., Nominal Defendant - filed on December 19, 2012 in the U.S. District Court for the
Western District of Oklahoma

• Deborah Depuy v. Tom L. Ward, et al.,  and SandRidge Energy, Inc., Nominal Defendant - filed on January 22, 2013 in the U.S. District Court for the
Western District of Oklahoma

• Paul Elliot, on Behalf of the Paul Elliot IRA R/O, v. Tom L. Ward, et al., and SandRidge Energy, Inc., Nominal Defendant filed on January 29, 2013 in
the U.S. District Court for the Western District of Oklahoma

• Dale  Hefner  v.  Tom  L.  Ward,  et  al.,  and  SandRidge  Energy,  Inc.,  Nominal  Defendant  -  filed  on  January  4,  2013  in  the  District  Court  of  Oklahoma
County, Oklahoma

• Rocky Romano v. Tom L. Ward, et al., and SandRidge Energy, Inc., Nominal Defendant - filed on January 22, 2013 in the District Court of Oklahoma
County, Oklahoma

• Joan Brothers v.  Tom L. Ward,  et  al.,  and SandRidge Energy,  Inc.,  Nominal  Defendant  -  filed on February 15,  2013 in the U.S. District  Court  for the
Western District of Oklahoma

• Lisa Ezell, Jefferson L. Mangus, and Tyler D. Mangus v. Tom L. Ward, et al., and SandRidge Energy, Inc., Nominal Defendant - filed on March 22, 2013
in the U.S. District Court for the Western District of Oklahoma

Each lawsuit identified above was filed derivatively on behalf of the Company and names as defendants current and former directors of the Company. The
Hefner lawsuit also names as defendants certain current and former directors and senior executive officers of the Company. All seven lawsuits assert overlapping
claims - generally that the defendants breached their fiduciary duties, mismanaged the Company, wasted corporate assets, and engaged in, facilitated or approved
self-dealing
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transactions in breach of their fiduciary obligations. The Depuy lawsuit also alleges violations of federal securities laws in connection with the Company allegedly
filing and distributing certain misleading proxy statements. The lawsuits seek, among other relief, injunctive relief related to the Company’s corporate governance
and unspecified damages.

On April 10, 2013, the U.S. District Court for the Western District of Oklahoma consolidated the Levine, Depuy, Elliot, Brothers, and Ezell actions (the
“Federal  Shareholder Derivative Litigation”) under the caption “In re SandRidge Energy, Inc.  Shareholder Derivative Litigation,” appointed a lead plaintiff  and
lead counsel, and ordered the lead plaintiff to file a consolidated complaint by May 1, 2013. On June 3, 2013, the Company and the individual defendants filed
their  respective  motions  to  dismiss  the  consolidated  complaint.  On  September  11,  2013,  the  court  granted  the  defendants’  respective  motions  to  dismiss  the
consolidated  complaint  without  prejudice,  and granted  plaintiffs  leave  to  file  an  amended consolidated  complaint.  The plaintiffs  filed  an  amended consolidated
complaint on October 9, 2013, in which plaintiffs allege that: (i) the Company’s former Chief Executive Officer (“CEO”), Tom Ward, breached his fiduciary duties
by usurping corporate opportunities, (ii) certain of the Company’s current and former directors breached their fiduciary duties of care, (iii) Mr. Ward and certain of
the Company’s current and former directors wasted corporate assets, (iv) certain entities allegedly affiliated with Mr. Ward aided and abetted Mr. Ward’s breaches
of fiduciary duties, (v) Mr. Ward and entities allegedly affiliated with Mr. Ward misappropriated the Company’s confidential and proprietary information, and (vi)
entities  allegedly  affiliated  with  Mr.  Ward  were  unjustly  enriched.  On  November  15,  2013,  the  Company  and  the  individual  defendants  filed  their  respective
motions to dismiss the amended consolidated complaint. On September 22, 2014, the court denied the motion to dismiss filed on behalf of the Company and the
director defendants. The court also granted in part and denied in part the respective motions to dismiss filed on behalf of the other defendants.

On September 26, 2014, the Board of Directors for the Company formed a Special  Litigation Committee (“SLC”),  composed of two independent and
disinterested Company directors, and delegated absolute and final authority to the SLC to review and investigate the claims alleged by the plaintiffs in the Federal
Shareholder Derivative Litigation and in the Hefner action, and to determine whether or how those claims should be asserted on the Company’s behalf. The parties
agreed to stay the Hefner action pending the review and investigation by the SLC.

On May 8, 2013, the court stayed the Romano action pending further order of the court. On October 29, 2014, the court granted plaintiff’s application to
dismiss the action without prejudice.

On  October  7,  2015,  the  derivative  plaintiffs  in  the  Federal  Shareholder  Derivative  Litigation,  the  Special  Litigation  Committee,  and  the  individual
defendants in the Federal Shareholder Derivative Litigation (Tom Ward, Jim Brewer, Everett Dobson, William Gilliland, Daniel Jordan, Roy Oliver Jr., and Jeffrey
Serota),  executed  a  Stipulation  of  Settlement,  which  would  result  in  a  partial  settlement  of  the  Federal  Shareholder  Derivative  Litigation  by  settling  all  claims
against the individual defendants, subject to certain terms and conditions, including the approval of the court. Under the terms of the proposed partial settlement,
the Company would implement or agree to maintain certain corporate governance reforms, and the insurers for the individual defendants would pay $38 million to
an escrow fund, which would be used to pay certain expenses arising from pending securities litigation and, to the extent funds remain after paying such expenses,
would be paid to the Company without any further restrictions on the Company’s use of such funds. The proposed partial settlement expressly provides, among
other terms, that the settling defendants deny all allegations of wrongdoing and are entering into the settlement solely to avoid the costs, disruption, uncertainty,
and risk of further litigation. The proposed partial settlement would not settle any of the derivative plaintiffs’ claims against non-settling parties WCT Resources,
L.L.C., 192 Investments,  L.L.C., and TLW Land & Cattle,  L.P in the Federal Shareholder Derivative Litigation. On October 9, 2015, the court issued an Order
granting preliminary approval to the partial settlement and establishing procedures for notice to shareholders and consideration of any shareholder objections to the
partial settlement. The court also set a hearing for final approval of the partial settlement on December 18, 2015.

An estimate of reasonably possible losses associated with the Hefner action cannot be made at this time. The Company has not established any reserves
relating to this action.

On December 5, 2012, James Glitz and Rodger A. Thornberry, on behalf of themselves and all other similarly situated stockholders, filed a putative class
action complaint  in  the U.S.  District  Court  for  the Western District  of  Oklahoma against  the Company and certain  current  and former  executive  officers  of  the
Company. On January 4, 2013, Louis Carbone, on behalf of himself and all other similarly situated stockholders, filed a substantially similar putative class action
complaint  in  the  same court  and  against  the  same defendants.  On March  6,  2013,  the  court  consolidated  these  two actions  under  the  caption  “In  re  SandRidge
Energy, Inc.  Securities Litigation” (the “Securities Litigation”) and appointed a lead plaintiff  and lead counsel.  On July 23, 2013, plaintiffs  filed a consolidated
amended complaint, which asserts a variety of federal securities claims against the Company and certain of its current and former officers and directors, among
other defendants, on behalf of a putative class of (a) purchasers of SandRidge common stock during the period from February 24, 2011 to November 8, 2012, (b)
purchasers of common units of the Mississippian Trust I in or traceable to its initial public offering on or about April 12, 2011, and (c) purchasers of common units
of the Mississippian Trust II in or traceable to its initial public offering on or about April 23, 2012. The claims are based on
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allegations that  the Company, certain of its  current and former officers and directors,  and the Mississippian Trusts,  among other defendants,  are responsible for
making false and misleading statements, and omitting material information, concerning a variety of subjects, including oil and natural gas reserves, the Company’s
capital expenditures, and certain transactions entered into by companies allegedly affiliated with the Company’s former CEO Tom Ward.

On May 11, 2015, the court dismissed without prejudice plaintiffs’ claims against the Mississippian Trusts and the underwriter defendants. On August 27,
2015,  the  court  dismissed  without  prejudice  plaintiffs’  claims  against  the  Company  and  the  individual  current  and  former  officers  and  directors,  and  granted
plaintiffs leave to file a second amended consolidated complaint.

On  October  23,  2015,  plaintiffs  filed  their  Second  Consolidated  Amended  Complaint  in  which  plaintiffs  assert  federal  securities  claims  against  the
Company and certain of its  current  and former officers and directors on behalf  of a putative class of purchasers of SandRidge common stock during the period
between  February  24,  2011,  and  November  8,  2012.  The  claims  are  based  on  allegations  that  the  Company  and  certain  of  its  current  and  former  officers  and
directors  are responsible  for  making false  and misleading statements,  and omitting material  information,  concerning a variety  of  subjects,  including oil  and gas
reserves, the Company’s capital expenditures, and certain transactions entered into by companies allegedly affiliated with the Company’s former CEO Tom Ward.

Because the Securities Litigation is in the early stages, an estimate of reasonably possible losses associated with it, if any, cannot be made until the facts,
circumstances and legal theories relating to the plaintiffs’ claims and defendants’ defenses are fully disclosed and analyzed. The Company has not established any
reserves  relating  to  the  Securities  Litigation.  Each  of  the  Mississippian  Trusts  has  requested  that  the  Company  indemnify  it  for  any  losses  it  may  incur  in
connection with the Securities Litigation.

On July 15, 2013, James Hart and 15 other named plaintiffs filed an amended complaint in the United States District Court for the District of Kansas in an
action undertaken individually and on behalf of others similarly situated against SandRidge Energy, Inc., SandRidge Operating Company, SandRidge Exploration
and Production, LLC, SandRidge Midstream, Inc.,  and Lariat  Services,  Inc.  In their  Amended Complaint,  plaintiffs  allege that  the defendants failed to properly
calculate overtime pay for the plaintiffs and for other similarly situated current and former employees. The plaintiffs further allege that the defendants required the
plaintiffs  and  other  similarly  situated  current  and  former  employees  to  engage  in  work-related  activities  without  pay.  The  plaintiffs  assert  claims  against  the
defendants for (i) violations of the Fair Labor Standards Act, (ii) violations of the Kansas Wage Payment Act, (iii) breach of contract, and (iv) fraud, and seek to
recover  unpaid  wages  and  overtime  pay,  liquidated  damages,  statutory  penalties,  economic  damages,  compensatory  and  punitive  damages,  attorneys’  fees  and
costs, and both pre- and post-judgment interest.

On October 3, 2013, the plaintiffs filed a Motion for Conditional Collective Action Certification and for Judicial Notice to the Class and a Motion to Toll
the Statute of Limitations. On October 11, 2013, the defendants filed a Motion to Dismiss and a Motion to Transfer Venue to the United States District Court for
the Western District of Oklahoma.

On April 2, 2014, the court granted the defendants’ Motion to Dismiss and granted plaintiffs leave to file an amended complaint by April 16, 2014, which
they did on such date. On July 1, 2014, the court granted plaintiffs’ Motion for Conditional Collective Action Certification and for Judicial Notice to the Class, and
denied plaintiffs’ Motion to Toll the Statute of Limitations.

On May 27, 2015, the parties reached an agreement in principle to settle this lawsuit. Pursuant to such agreement, the Company will establish a settlement
fund from which to  pay participating  plaintiffs’  claims  as  well  as  plaintiffs’  attorneys’  fees.  The proposed settlement  agreement  is  subject  to  final  negotiations
between the parties and court approval. During the three-month period ended September 30, 2015, the Company established a $5.1 million reserve for this lawsuit.

As previously disclosed, on December 18, 2013 the Company received a subpoena duces tecum from the U.S. Department of Justice in connection with
an ongoing investigation of possible violations of antitrust laws in connection with the purchase or lease of land, oil or natural gas rights. The transactions that have
been the subject of the inquiry date from 2012 and prior years. On April 7, 2015, the U.S. Department of Justice notified the Company that it is a target of a grand
jury investigation in the Western District of Oklahoma concerning violations of federal antitrust law. The Company is continuing to respond to the government’s
requests in connection with the investigation. The Company is unable to predict the outcome of the government’s investigation, or any range of loss that could be
associated with the resolution of any possible criminal  charges or  civil  claims that  may be brought against  the Company; however,  any governmental  action or
resolution thereof could be material to the Company. The Company is cooperating with the investigation.
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On June 9, 2015, the Duane & Virginia Lanier Trust, individually and on behalf of all others similarly situated, filed a putative class action complaint in
the  U.S.  District  Court  for  the  Western  District  of  Oklahoma  against  the  Company  and  certain  of  its  current  and  former  officers  and  directors,  among  other
defendants,  on behalf  of a putative class of (a) purchasers of common units of the Mississippian Trust I  pursuant or traceable to its initial  public offering on or
about April 7, 2011, and/or at other times during the time period between April 7, 2011, and November 8, 2012 (the “Class Period”), and (b) purchasers of common
units of the Mississippian Trust II pursuant or traceable to its initial public offering on or about April 17, 2012, and/or at other times during the Class Period. The
claims are based on allegations that the Company, certain of its current and former officers and directors, and the Mississippian Trusts, among other defendants, are
responsible for making false and misleading statements, and omitting material information, concerning a variety of subjects, including oil and natural gas reserves
and the Company's capital expenditures. The Company and the other defendants intend to defend this lawsuit vigorously. This lawsuit is in the early stages and,
accordingly, an estimate of reasonably possible losses associated with this action, if any, cannot be made until the facts, circumstances and legal theories relating to
the plaintiffs' claims and the defendants’ defenses are fully disclosed and analyzed. The Company has not established any reserves relating to this action.

On July  30,  2015,  Barton  Gernandt,  Jr.,  individually  and  on  behalf  of  all  others  similarly  situated,  filed  a  putative  class  action  complaint  in  the  U.S.
District Court for the Western District of Oklahoma against the Company and certain of its current and former officers and directors, among other defendants, on
behalf of a putative class comprised of all persons, except the named defendants and their immediate family members, who were participants in, or beneficiaries of,
the  SandRidge  Energy,  Inc.  401(k)  Plan  (the  “Plan”)  at  any  time  between  August  2,  2012,  and  the  present,  and  whose  Plan  accounts  included  investments  in
SandRidge common stock. The plaintiff purports to bring the action both derivatively on the Plan’s behalf pursuant to ERISA §§ 409 and 502, and as a class action
pursuant to Rule 23 of the Federal Rules of Civil Procedure. The plaintiff’s claims are based on allegations that the defendants breached their fiduciary duties owed
to the Plan and to the Plan participants by allowing the investment of the Plan’s assets in SandRidge stock when it  was otherwise allegedly imprudent to do so
based on the financial condition of the Company and the fact the Company’s common stock was artificially inflated because, among other things, the Company
materially overstated the amount of oil being produced and the ratio of oil to natural gas in one of its core holdings.

On August 19, 2015, Christina A. Cummings, individually and on behalf of all others similarly situated, filed a putative class action complaint in the U.S.
District Court for the Western District of Oklahoma against the Company and certain of its current and former officers,  among other defendants, on behalf of a
putative class comprised of all participants for whose individual accounts the SandRidge Energy, Inc. 401(k) Plan (the “Plan”) held shares of SandRidge stock from
November 8, 2012, to the present, inclusive. The plaintiff purports to bring the action both derivatively on the Plan’s behalf pursuant to ERISA §§ 409 and 502,
and as a class action pursuant to Rule 23 of the Federal Rules of Civil Procedure. The plaintiff’s claims are based on allegations that the defendants breached their
fiduciary duties owed to the Plan and to the Plan participants by allowing the investment of the Plan’s assets in SandRidge stock when it was otherwise allegedly
imprudent to do so based on the financial condition of the Company. On September 10, 2015, the Court consolidated this action with the Gernandt action.

On September 14, 2015, Richard A. McWilliams, individually and on behalf of all others similarly situated, filed a putative class action complaint in the
U.S. District Court for the Western District of Oklahoma against the Company and certain of its current and former officers and directors, among other defendants,
on behalf of a putative class comprised of all persons, except the named defendants and their immediate family members, who were participants in, or beneficiaries
of, the SandRidge Energy, Inc. 401(k) Plan (the “Plan”) at any time between August 2, 2012, and the present, and whose Plan accounts included investments in
SandRidge stock. The plaintiff purports to bring the action both derivatively on the Plan’s behalf pursuant to ERISA §§ 409 and 502, and as a class action pursuant
to Rule 23 of the Federal Rules of Civil Procedure. The plaintiff’s claims are based on allegations that the defendants breached their fiduciary duties owed to the
Plan and to the Plan participants by allowing the investment of the Plan’s assets in SandRidge stock when it was otherwise allegedly imprudent to do so based on
the financial condition of the Company and the fact the Company’s stock was artificially inflated because, among other things, the Company materially overstated
the amount of oil being produced and the ratio of oil to natural gas in one of its core holdings. On September 24, 2015, the Court consolidated this action with
Gernandt action.

On October 15, 2015, the Court ordered the plaintiffs in the consolidated Gernandt action to file a consolidated complaint by November 24, 2015.

The Company intends to defend this consolidated lawsuit vigorously. This lawsuit is in the early stages and, accordingly, an estimate of reasonably
possible losses associated with this action, if any, cannot be made until the facts, circumstances and legal theories relating to the plaintiffs' claims and the
defendants’ defenses are fully disclosed and analyzed. The Company has not established any reserves relating to this action.
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In addition to the litigation described above, the Company is a defendant in lawsuits from time to time in the normal course of business. While the results
of litigation and claims cannot be predicted with certainty, the Company believes the reasonably possible losses of such matters, individually and in the aggregate,
are  not  material.  Additionally,  the  Company  believes  the  probable  final  outcome  of  such  matters  will  not  have  a  material  adverse  effect  on  the  Company’s
consolidated financial position, results of operations, cash flows or liquidity.
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ITEM 1A. Risk Factors

Except as set forth below, there have been no material changes to the risk factors previously discussed in Item 1A—Risk Factors in the Company’s 2014
Form 10-K.

The Company has received a notice of failure to comply with the NYSE continued listing standard related to the minimum trading price of its common stock. 
If the Company is unable to avoid the delisting of its common stock from the NYSE, it could have a substantial effect on the Company’s liquidity and results of
operations.
 

On July 23, 2015, the Company received notification from the NYSE that the price of its common stock had fallen below the NYSE’s continued listing
standard, which requires that the average closing price not be less than $1.00 per share over a period of 30 consecutive trading days.
 

Under NYSE rules, a listed company is generally afforded a six-month period following receipt of the NYSE deficiency notice to regain compliance, after
which the NYSE will commence suspension of trading and delisting procedures. Regaining compliance requires, on the last trading day of any calendar month, a
company’s common stock price per share and 30 trading-day average closing share price to be at least $1.00. During this six month period, a company’s common
stock will continue to be traded on the NYSE, subject to compliance with other continued listing requirements and further subject to the discretion of the NYSE to
commence delisting procedures against a company’s common stock for other reasons, such as selling for an abnormally low price. Although the Company intends
to consider available alternatives, potentially including a reverse stock split, in order to cure the stock price deficiency and return to compliance with the NYSE
continued listing requirement, the Company can provide no assurance that these measures will be successful.
 

If  the  Company’s  common stock ultimately  were  to  be  delisted  for  any reason,  including failure  to  regain  compliance  with  NYSE’s minimum trading
price requirement, it could negatively impact the Company by, among other things, (i) reducing the liquidity and market price of the Company’s common stock;
(ii)  reducing  the  number  of  investors  willing  to  hold  or  acquire  the  Company’s  common  stock,  which  could  further  harm  the  performance  of  the  Company’s
common stock and negatively impact the Company’s ability to raise equity financing; (iii) limiting the Company’s ability to use a registration statement to offer
and sell freely tradable securities, thereby preventing the Company from accessing the public capital markets; and (iv) impairing the Company’s ability to provide
equity incentives to its employees.

Legislation  or  regulatory  initiatives  intended  to  address  seismic  activity  could  restrict  the  Company’s  ability  to  dispose  of  saltwater  produced  alongside  the
Company’s hydrocarbons, which could limit the Company’s ability to produce oil and gas economically and have a material adverse effect on the Company’s
business.

The Company disposes of  large volumes of saltwater  produced alongside oil  and natural  gas in connection with its  drilling and production operations,
pursuant to permits issued to the Company by governmental authorities overseeing such disposal activities. While these permits are issued pursuant to existing laws
and regulations, these legal requirements are subject to change, which could result in the imposition of more stringent operating constraints or new monitoring and
reporting requirements, owing to, among other things, concerns of the public or governmental authorities regarding such gathering or disposal activities.

There  exists  a  growing  concern  that  the  injection  of  saltwater  into  belowground  disposal  wells  triggers  seismic  activity  in  certain  areas,  including
Oklahoma, Kansas and Texas, where the Company operates. In response to these concerns, regulators in some states are pursuing initiatives designed to impose
additional  requirements  in  the  permitting  of  saltwater  disposal  wells  or  otherwise  to  assess  any  relationship  between  seismicity  and  the  use  of  such  wells.  For
example, in 2014, the Oklahoma Corporation Commission adopted rules for operators of saltwater disposal wells in certain seismically-active areas, or Areas of
Interest, in the Arbuckle formation, requiring operators to monitor and record well pressure and discharge volume on a daily basis and further requiring operators
of  wells  permitted  for  disposal  of  20,000  barrels  per  day  or  more  of  saltwater  to  conduct  mechanical  integrity  testing.  On  March  25,  2015,  the  Oklahoma
Corporation Commission’s Oil and Gas Conservation Division, or OGCD, issued a directive, expanding the Areas of Interest for induced seismicity. Under the new
directive, operators of 347 disposal wells located within the expanded Areas of Interest of the Arbuckle formation were given until April 18, 2015 to demonstrate
that their wells were not disposing into or in communication with the crystalline basement rock. Operators of wells in contact or communication with the basement
rock were required to reduce the depth of,  or “plug back,” those wells or,  alternatively,  to reduce disposal volume by 50 percent.  On July 17, 2015, the OGCD
issued another directive,  further expanding the covered area to include an additional  211 disposal wells.  Under this second directive,  operators were given until
August 14, 2015 to prove that they were not injecting below the Arbuckle formation or, as necessary, to plug back those wells in contact or communication with
the  crystalline  basement  rock,  without  the  option  of  reducing  disposal  volume  by  50  percent.  Most  recently,  on  August  3,  2015,  the  OGCD  imposed  further
reductions on oil and natural gas wastewater disposal well volume in a prescribed area of northern Oklahoma County and southern
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Logan County, requiring operators to reduce disposal volumes for affected wells by approximately 38 percent below 2014 reported volumes, within a specified 60-
day period.

Moreover, in Texas, in 2014, the Texas Railroad Commission, or TRC, published a new rule governing permitting or re-permitting of disposal wells that
would require, among other things, the submission of information on seismic events occurring within a specified radius of the disposal well location, as well as
logs,  geologic  cross  sections  and structure  maps  relating  to  the  disposal  area  in  question.  If  a  permittee  or  a  prospective  permittee  fails  to  demonstrate  that  the
saltwater  or  other  fluids  are  confined  to  the  disposal  zone or  if  scientific  data  indicates  such a  disposal  well  is  likely  to  be  or  determined  to  be  contributing  to
seismic activity, then the TRC may deny, modify, suspend or terminate the permit application or existing operating permit for that well.

Also, in Kansas, in 2014, the governor of Kansas has established a task force composed of various administrative agencies to study and develop an action
plan  for  addressing  seismic  activity  in  the  state.  The  Task  Force  issued  a  recommended  Seismic  Action  Plan  calling  for  enhanced  seismic  monitoring  and  the
development of a seismic response plan, and in November 2014, the governor of Kansas announced a plan to enhance seismic monitoring in the state. On March
19,  2015,  the  Kansas  Corporation  Commission  issued  an  Order  setting  limits  on  the  volumes  of  saltwater  that  can  be  injected  into  the  certain  areas  of  seismic
concern within the Arbuckle formation.

The adoption and implementation of any new laws, regulations, or directives that restrict the Company’s ability to dispose of saltwater, by plugging back
the depths of disposal wells, reducing the volume of oil and natural gas wastewater disposed in such wells, restricting disposal well locations or otherwise, or by
requiring the Company to shut down disposal wells, which could require the Company to shut in a substantial number of its oil and natural gas wells or otherwise
have a material adverse effect on the Company’s ability to produce oil and gas economically and, accordingly, could materially and adversely affect the Company’s
business, financial condition and results of operations.
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ITEM 2. Unregistered Sales of Equity Securities and Use of Proceeds

The following table presents a summary of share repurchases made by the Company during the three-month period ended September 30, 2015 .

Period
Total Number of Shares

Purchased(1)  
Average Price Paid per

Share  

Total Number of
Shares Purchased
as Part of Publicly

Announced Program(2)  

Maximum  Approximate
Dollar Value of Shares that
May Yet Be Purchased
Under the Program (in

Millions)

July 1, 2015 — July 31, 2015 198,585  $ 0.71  N/A  $ 88.7
August 1, 2015 — August 31, 2015 187,413  $ 0.52  N/A  $ 88.7
September 1, 2015 — September 30, 2015 33,857  $ 0.45  N/A  $ 88.7

     Total 419,855    —   
____________________

(1) Includes  shares  of  common  stock  tendered  by  employees  in  order  to  satisfy  tax  withholding  requirements  upon  vesting  of  their  stock  awards.  Shares
withheld are initially recorded as treasury shares, then immediately retired.

(2) In  the  third  quarter  of  2014,  the  Company’s  Board  of  Directors  authorized  a  share  repurchase  program.  There  is  no  fixed  termination  date  for  this
repurchase program, which may be suspended or discontinued at any time.

ITEM 6. Exhibits

See the Exhibit Index accompanying this Quarterly Report.
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SIGNATURE

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

 SandRidge Energy, Inc.
   

 By: /s/    Julian Bott

  

Julian Bott
Executive Vice President and Chief Financial

Officer
Date: November 5, 2015
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EXHIBIT INDEX

  Incorporated by Reference   
Exhibit
No. Exhibit Description Form  

SEC
File No.  Exhibit  Filing Date  

Filed
Herewith

3.1 Certificate of Incorporation of SandRidge Energy, Inc. S-1  333-148956  3.1  1/30/2008   
3.2 Certificate of Amendment to the Certificate of Incorporation of SandRidge

Energy, Inc., dated July 16, 2010 10-Q  001-33784  3.2  8/9/2010   
3.3 Certificate of Amendment to the Certificate of Incorporation of SandRidge

Energy, Inc., dated June 4, 2015 10-Q  001-33784  3.3  8/6/2015   
3.4 Amended and Restated Bylaws of SandRidge Energy, Inc. 8-K  001-33784  3.1  3/9/2009   
4.1 Indenture, dated as of August 19, 2015, among SandRidge Energy, Inc., the

guarantors named therein and U.S. Bank National Association, as Trustee
(including the forms of the 2022 Convertible Notes). 8-K  001-33784  4.1  8/19/2015   

4.2

Indenture, dated as of August 19, 2015, among SandRidge Energy, Inc., the
guarantors named therein and U.S. Bank National Association, as Trustee
(including the forms of the 2023 Convertible Notes). 8-K  001-33784  4.2  8/19/2015   

10.1.1 First Amendment to Fourth Amended and Restated Credit Agreement, dated
as of August 13, 2015, by and among the Company, as borrower, Royal
Bank of Canada, as administrative agent, and the lenders signatory thereto. 8-K  001-33784  10.1  8/14/2015   

10.1.2 Second Amendment to Fourth Amended and Restated Credit Agreement,
dated as of October 16, 2015, by and among the Company, as borrower,
Royal Bank of Canada, as administrative agent, and the lenders signatory
thereto. 8-K  001-33784  10.1  10/19/2015   

10.3.4 2015 Form of Employment Agreement for Executive Vice Presidents and
Senior Vice Presidents of SandRidge Energy, Inc.         

*

31.1 Section 302 Certification—Chief Executive Officer         *
31.2 Section 302 Certification—Chief Financial Officer         *
32.1 Section 906 Certifications of Chief Executive Officer and Chief Financial

Officer         
*

101.INS XBRL Instance Document         *
101.SCH XBRL Taxonomy Extension Schema Document         *
101.CAL XBRL Taxonomy Extension Calculation Linkbase Document             *
101.DEF XBRL Taxonomy Extension Definition Document             *
101.LAB XBRL Taxonomy Extension Label Linkbase Document             *
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document             *
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EMPLOYMENT AGREEMENT

THIS AGREEMENT is  made effective  [current  date]  (the “Effective  Date” ), between SANDRIDGE ENERGY,
INC., a Delaware corporation (the “Company” ), and [Executive Name], an individual (the “Executive” ).

WITNESSETH:

WHEREAS,  the  Company  and  the  Executive  desire  to  set  forth  in  their  entirety  the  terms  of  their  agreements
relating to the employment of Executive by the Company.

NOW, THEREFORE, in consideration of the mutual promises herein contained, the Company and the Executive
agree as follows:

1. Employment. The  Company  hereby  employs  the  Executive  and  the  Executive  hereby  accepts  such
employment subject to the terms and conditions contained in this Agreement. The Executive is engaged as an employee
of  the  Company  and  the  Executive  and  the  Company  do  not  intend  to  create  a  joint  venture,  partnership  or  other
relationship  that  might  impose  a  fiduciary  obligation  on  the  Executive  or  the  Company  in  the  performance  of  this
Agreement, other than as an officer of the Company.

2.      Executive’s Duties. The Executive is employed on a full-time basis. Throughout the term of this Agreement,
the Executive will use his or her best efforts and due diligence to assist the Company in the objective of achieving the
most  profitable  operation  of  the  Company  and  the  Company’s  affiliated  entities  consistent  with  developing  and
maintaining  a  quality  business  operation  and complying  with  applicable  laws.  Except  as  provided in  paragraph 3,  the
Executive  shall  devote  his  or  her  entire  business  skill,  time,  and  effort  diligently  to  the  affairs  of  the  Company  in
accordance with  the duties assigned to  the Executive,  and the Executive shall  perform all  such duties,  and otherwise
conduct  himself/herself,  in  a  manner  reasonably  calculated  in  good  faith  by  him  to  promote  the  best  interests  of  the
Company.

2.1      Specific Duties and Reporting. Under this Agreement, the Executive shall report to the [Position of
Direct Manager] of the Company, or his or her successor, who, for purposes of this Agreement, will be referred to
as the “Executive’s Supervisor.” This reporting relationship may change from time to time in the discretion of
the Executive’s Supervisor or the Company’s Board of Directors (the “Board”). During the term of this Agreement,
the Executive will serve as the [Official Title of Executive] for the Company, with such titles, duties and authorities
as the Executive’s Supervisor or the Board may from time to time prescribe. The Executive will perform all of the
services required to fully and faithfully execute the position in accordance with the reasonable directives that he
may receive from time to time from the Executive’s Supervisor or the Company’s Board of Directors (the “Board”).



2.2      Rules  and  Regulations. From  time  to  time,  the  Company  may  issue  policies  and  procedures
applicable to employees and the Executive. The Executive agrees to comply with such policies and procedures,
which may be supplemented, modified, changed or adopted without notice in the sole discretion of the Company
at any time. In the event of a conflict between such policies and procedures and this Agreement, this Agreement
will control unless compliance with this Agreement will violate any law or regulation applicable to the Company or
its affiliated entities.

3.      Other Activities. The Executive shall not engage in any business activity that, in the judgment of the Board,
conflicts with the Executive’s duties hereunder, whether or not such activity is pursued for gain, profit or other pecuniary
advantage.  In  addition,  except  for  the  activities  permitted  under  paragraph  3.1  of  this  Agreement  or  approved  by  the
Board  or  the  Chief  Executive  Officer,  in  writing,  the  Executive  will  not:  (a)  engage  in  activities  that  require  such
substantial  services  on  the  part  of  the  Executive  that  the  Executive  is  unable  to  perform  the  duties  assigned  to  the
Executive in accordance with this Agreement; (b) serve as an officer or director of any publicly held entity; or (c) directly
or  indirectly  invest  in,  participate  in  or  acquire  an  interest  in  any  oil  and  gas  business,  including,  without  limitation,
businesses (i) producing oil and gas, (ii) drilling, owning or operating oil and gas leases or wells, (iii) providing services
or materials to the oil and gas industry, or (iv) marketing or refining oil or gas. The limitations in this paragraph 3 will not
prohibit an investment by the Executive in publicly traded securities or the maintenance of investment interests owned
prior to the Effective Date. The Executive is not restricted from maintaining or making investments, or engaging in other
businesses,  enterprises  or  civic,  charitable  or  public  service  functions  if  such  activities,  investments,  businesses  or
enterprises do not result in a violation of clauses (a) through (c) of this paragraph 3. Notwithstanding the foregoing, the
Executive will be permitted to participate in the activities set forth in paragraph 3.1 that will be deemed to be approved by
the Company, if such activities are undertaken in strict compliance with this Agreement.

3.1      Royalty Interests and Gifts. The foregoing restriction in clause (c) will not prohibit the ownership of
royalty  interests  where  the  Executive  owns or  previously  owned the surface of  the  land covered by  the  royalty
interest  and  the  ownership  of  the  royalty  interest  is  incidental  to  the  ownership  of  the  surface  estate  or  the
ownership  of  royalty,  overriding  royalty  or  working  interests  that  are  received  by  gift  or  inheritance  subject  to
disclosure by the Executive to the Company in writing.

4.      Executive’s Compensation. The Company agrees to compensate the Executive as follows:

4.1      Base Salary. The Executive will be paid a base salary (the “Base Salary” ) at an annual rate of not
less  than  [$  Annual  Salary],  which  will  be  paid  to  the  Executive  in  regular  installments  in  accordance  with  the
Company’s customary payroll practices during the term of this Agreement.



4.2      Annual Bonus. The Executive will be eligible to participate in SandRidge’s annual incentive plan as
in effect from time to time.  For 2015, the Executive’s target annual bonus will be [Target %] of the Base Salary
that  the  Executive  earns  during  2015.  This  bonus  is  anticipated  to  be  paid  in  the  first  quarter  of  2016.  The
Executive recognizes and acknowledges that the award of bonus compensation is not guaranteed or promised in
any way.

4.3      Long-Term Incentive. The Executive will be eligible to receive annual grants of long-term incentive
awards  under  and  subject  to  the  terms  of  SandRidge’s  equity  or  other  long-term  incentive  plan  (including  any
applicable award agreement) as in effect from time to time. The target value of the awards granted in 2015 will
equal  [Target  %]  of  the  Base  Salary  that  the  Executive  earns  during  2015.  Executive  recognizes  and
acknowledges that the award of equity compensation is not guaranteed or promised in any way.

4.4      Benefits. The  Company  sponsors  a  number  of  employee  benefit  plans,  programs  and
arrangements  for  the  benefit  of  its  employees,  including  retirement,  medical,  life  and  disability  benefits.  The
Executive shall have the opportunity to participate in such plans, programs and arrangements to the same extent
as other similarly-situated Company employees; however, any participation in Company employee benefit plans,
programs or arrangements is subject to the terms and conditions of the particular plan, program or arrangement,
including  any  eligibility  requirements,  as  they  may  exist  from  time  to  time.  The  Executive  recognizes  and
acknowledges  that  the  Company  has  the  right  to  amend,  modify  or  terminate  its  employee  benefit  plans,
programs and arrangements at any time.

4.5      Paid Time Off (“PTO”). The Executive shall be eligible for 30 days of PTO each continuous year of
employment during the term of this Agreement under the Company’s PTO policy. Such PTO shall be calculated
from the Executive’s original date of hire. No additional compensation will be paid for failure to take PTO and no
PTO may be carried forward from one twelve month period to another.

5.      Term. The employment relationship evidenced by this Agreement is an “at  will”  employment relationship
and the Company reserves the right to terminate the Executive at any time with or without cause. This Agreement shall
continue  in  full  force  and  effect  unless  and  until  (i)  the  Executive’s  employment  is  terminated  by  either  party  in
accordance with Section 6, and (ii) all obligations and liabilities of the parties arising in connection with such termination
or  otherwise  accruing  under  this  Agreement  have been fully  satisfied.  The “Termination Date” shall  be the effective
date of Executive’s termination of employment. Notwithstanding any contrary provision in this Agreement, nothing in this
Agreement constitutes a guarantee of continued employment but instead provides for certain rights and benefits during
the Executive’s employment with the Company and if such employment terminates. Notwithstanding the foregoing, the
Executive shall not receive severance benefits under more than one plan, program or policy with the Company or other
agreement with the Company.



6.      Termination.

6.1      Termination by Company. The Company will  have the following rights to terminate Executive’s
employment:

6.1.1      Termination  without  Cause. The  Company  may  terminate  Executive’s  employment
without  Cause  at  any  time  by  the  service  of  written  notice  of  termination  to  the  Executive  specifying  a
Termination  Date  not  sooner  than  ten  days  after  the  date  of  such  notice.  If  the  Executive  is  terminated
without  Cause  (other  than  a  CC  Termination  under  paragraph  6.4  of  this  Agreement  or  on  account  of
Executive’s  incapacity  or  death  under  paragraphs  6.5  and  6.6  of  this  Agreement),  the  Executive  will
receive  as  termination  compensation  a  lump  sum  payment  equal  to  twelve  months’  Base  Salary  as  in
effect on the Termination Date (or, if greater, the highest Base Salary in effect during the three year period
ending on the Termination Date), which shall be paid within 60 days of the Termination Date. However, if,
on the Termination Date, the Executive is a “specified employee” as defined in regulations under Section
409A of the Internal Revenue Code of 1986, as amended (the “Code” ) and the termination compensation
is “nonqualified deferred compensation” that is subject to Section 409A, the payment will be made on the
first  payroll  payment  date  that  is  more  than  six  months  following  the  Termination  Date.  The  right  to  the
termination  compensation  described  above  is  subject  to  the  Executive’s  execution  and  nonrevocation  of
the  Company’s  Separation  Agreement  and  General  Release,  substantially  in  the  form  attached  to  this
Agreement,  which  will  operate  as  a  release  of  all  legally  waivable  claims  against  the  Company  and  its
affiliates,  employees  and  directors.  The  termination  payment  is  further  conditioned  upon  the  Executive’s
compliance with all of the provisions of this Agreement, including all post-employment obligations.

6.1.2      Termination for Cause. The Company may terminate the employment of the Executive
hereunder  at  any  time  for  Cause  (as  hereinafter  defined)  (such  a  termination  being  referred  to  in  this
Agreement as a “Termination For Cause” ),  by  giving  the  Executive  written  notice  of  such termination
which  shall  take  effect  immediately  upon  the  giving  of  such  notice  to  the  Executive.  As  used  in  this
Agreement, “Cause” means (A) the Executive’s material breach or threatened breach of this Agreement;
(B)  the  Executive’s  failure  to  substantially  perform  the  Executive’s  duties  hereunder;  (C)  the
misappropriation  or  fraudulent  conduct  by  the  Executive  with  respect  to  the  assets  or  operations  of  the
Company  or  any  of  its  subsidiaries  or  affiliated  companies;  (D)  the  Executive’s  willful  disregard  of  the
instructions  of  the  Executive’s  Supervisor  or  the  Board  or  the  Executive’s  material  neglect  of  duties  or
failure to act, other than by reason of disability or death; (E) the Executive’s personal misconduct which, in
the  judgment  of  the  Company,  could  reasonably  be  expected  to  substantially  injure  the  Company  or  its
reputation; or (F) the conviction of the Executive for, or a plea of guilty or no



contest  to,  a  felony  or  any  crime  involving  fraud,  theft,  dishonesty,  or  moral  turpitude.  If  the  Executive’s
employment  is  terminated  for  Cause,  the  Company  will  not  have  any  obligation  to  provide  any  further
payments or benefits to the Executive after the effective date of such termination other than to the extent
required by law.
6.2      Termination by Executive. The Executive may voluntarily terminate his or her employment by the

service of written notice of such termination to the Company specifying an effective date of such termination 30
days after the date of such notice. The Company may in its sole discretion, elect to waive all or any part of the 30-
day  notice  period  with  no  further  obligations  being  owed  to  the  Executive  by  the  Company.  If  the  Executive
terminates  his  or  her  employment,  neither  the  Company  nor  the  Executive  will  have  any  further  obligations
hereunder, except as provided in paragraph 14.

6.3      Termination After Change in Control. If, during the term of this Agreement there is a “Change in
Control” and within two years thereafter there is a CC Termination (as hereafter defined), then the Executive will
be entitled to a severance payment (in addition to any other rights and other amounts payable to the Executive
under paragraph 6.8 or under Company plans in which Executive is a participant) payable in a lump sum in cash
in an amount equal to [ EVP : three times/ SVP : two times] the sum of: (a) the Executive’s Base Salary in effect
on the Termination Date (or, if greater, the highest Base Salary in effect during the three year period ending on
the Termination Date), and (b) the Executive’s Average Annual Bonus (as hereafter defined), which shall be paid
within  60  days  following  the  CC  Termination.  The  term “Average  Annual  Bonus” means  (x)  if  the  CC
Termination occurs before the annual bonus is paid for the executive’s first year of employment, [Target %] of the
Executive’s  Base  Salary  as  in  effect  on  the  Effective  Date,  or  (y)  otherwise,  the  average  annual  bonus  paid
pursuant to paragraph 4.2 for the preceding three years (or such lesser number of years as the Executive may
have been employed).  If  the foregoing amount  is  not  paid within 60 days after  the CC Termination,  the unpaid
amount  will  bear  interest  at  the  per  annum  rate  of  twelve  percent  beginning  on  the  61st  day  after  the  CC
Termination. However, if, on the date of the CC Termination, the Executive is a “specified employee” as defined in
regulations under Section 409A of the Code and the severance payment is “nonqualified deferred compensation”
that is subject to Section 409A, the payment will be made on the first payroll payment date that is more than six
months following the date of the CC Termination. If a severance payment subject to Section 409A is not paid on
the first payroll payment date that is more than six months following the date of the CC Termination, the unpaid
amount  will  bear  interest  at  the  per  annum  rate  of  twelve  percent  beginning  on  the  day  after  the  first  payroll
payment date that is more than six months following the date of the CC Termination. The right to the termination
compensation  described  above  is  subject  to  the  Executive’s  execution  and  nonrevocation  of  the  Company’s
Separation  Agreement  and  General  Release,  substantially  in  the  form  attached  to  this  Agreement,  which  will
operate as a release of all legally waivable claims against the Company and its affiliates, employees and



directors. Such payment is further conditioned upon the Executive’s compliance with all of the provisions of this
Agreement, including all post-employment obligations.

6.3.1      Change in Control. For  the  purpose of  this  Agreement,  a  “ Change in Control ” shall
mean that any one of the following applies:

(a)     The acquisition by any individual,  entity  or  group (within the meaning of  Section 13(d)(3)  or
14(d)(2) of the Securities Exchange Act of 1934, as amended (the “Exchange Act” )) (a “Person” ), of
beneficial  ownership (within the meaning of Rule 13d-3 promulgated under the Exchange Act)  of 40% or
more  of  either  (i)  the  then-outstanding  shares  of  the  Company’s  common  stock  (the “Outstanding
Company Common Stock” ) or (ii) the combined voting power of the then-outstanding voting securities of
the  Company entitled  to  vote  generally  in  the  election  of  directors  (the “Outstanding Company Voting
Securities” ). For purposes of this paragraph (a) the following acquisitions by a Person will not constitute a
Change in Control:  (i)  any acquisition directly from the Company; (ii)  any acquisition by the Company; or
(iii)  any  acquisition  by  any  employee  benefit  plan  (or  related  trust)  sponsored  or  maintained  by  the
Company or any entity controlled by the Company.

(b)     The  individuals  who,  as  of  the  Executive’s  original  date  of  hire  constitute  the  Board  (the
“Incumbent Board” )  cease for any reason to constitute at  least a majority of the Board. Any individual
becoming  a  director  subsequent  to  the  date  described  in  the  preceding  sentence  whose  election,  or
nomination for election by the Company’s stockholders, is approved by a vote of at least a majority of the
directors then comprising the Incumbent Board will be considered a member of the Incumbent Board, but
any such individual whose initial assumption of office occurs as a result of an actual or threatened election
contest  with  respect  to  the  election  or  removal  of  directors  or  other  actual  or  threatened  solicitation  of
proxies or consents by or on behalf of a Person other than the Incumbent Board will be deemed a member
of the Incumbent Board only upon the third anniversary of such assumption of office.

(c)    The consummation of a reorganization, merger, consolidation or sale or other disposition of all
or  substantially  all  of  the  assets  of  the  Company  (a  “ Business  Combination ”),  unless  following  such
Business Combination: (i) the individuals and entities who were the beneficial owners, respectively, of the
Outstanding  Company Common Stock  and Outstanding  Company Voting  Securities  immediately  prior  to
such  Business  Combination  beneficially  own,  directly  or  indirectly,  more  than  60%  of,  respectively,  the
then-outstanding shares of common stock and the combined voting power of the then-outstanding voting
securities entitled to vote generally in the election of directors, as the case may be, of the entity resulting
from such



Business Combination (including, without limitation, a corporation that as a result of such transaction owns
the  Company  or  all  or  substantially  all  of  the  Company’s  assets  either  directly  or  through  one  or  more
subsidiaries) in substantially the same proportions to one another as their ownership, immediately prior to
such  Business  Combination  of  the  Outstanding  Company  Common  Stock  and  Outstanding  Company
Voting Securities,  as the case may be, (ii)  no Person (excluding any entity resulting from such Business
Combination or any employee benefit plan (or related trust) of the Company or such entity resulting from
such  Business  Combination)  beneficially  owns,  directly  or  indirectly,  40%  or  more  of,  respectively,  the
then-outstanding shares of  common stock of  the entity  resulting from such Business Combination or  the
combined  voting  power  of  the  then-outstanding  voting  securities  of  such  entity  except  to  the  extent  that
such ownership existed prior to the Business Combination and (iii)  at  least a majority of the members of
the Board of  the corporation resulting from such Business Combination were members of  the Incumbent
Board at the time of the execution of the initial agreement, or of the action of the Board, providing for such
Business Combination; or

(d)    The approval by the stockholders of the Company of a complete liquidation or dissolution of
the Company.

6.3.2      Legal  Expenses  After  a  CC  Termination. The  Company  will  pay  or  reimburse  the
Executive for  reasonable legal  fees (including,  without  limitation,  any and all  court  costs  and reasonable
attorneys’  fees  and  expenses)  incurred  by  the  Executive  in  connection  with  or  as  a  result  of  any  claim,
action or proceeding brought by the Company or the Executive following a CC Termination that entitles the
Executive to a severance payment under paragraph 6.3; provided, however, that the Company will have no
obligation to pay any such legal fees, if in the case of an action brought by the Executive, the Company is
successful in establishing with the court that the Executive’s action was frivolous or otherwise without any
reasonable legal or factual basis.
6.4      CC Termination. The term “CC Termination” means  any  of  the  following:  (a)  the  Executive’s

employment is terminated by the Company other than under paragraph 6.1.2, 6.5 or 6.6; (b) the Executive resigns
as a result of a material diminution in the Executive’s authority, duties, or responsibilities, a material reduction in
the  Executive’s  then  current  Base  Salary  or  a  material  reduction  in  the  Executive’s  then  current  benefits  as
provided  in  paragraph  4,  a  relocation  of  more  than  50  miles  from  the  Executive’s  then  current  place  of
employment  being  required  by  the  Board  or  the  Executive’s  Supervisor,  or  a  material  breach  by  the  Company
under  this  Agreement;  or  (c)  the  Executive  resigns  in  connection  with  a  Change  in  Control  as  a  result  of  the
Company’s failure to obtain the assumption of this Agreement, without limitation or reduction, by any successor to
the Company or any parent corporation of the Company.



6.5      Incapacity of Executive. If the Executive suffers from a physical or mental condition that qualifies
the Executive  for  benefits  under  the Company’s  Long Term Disability  policy  (or  would  qualify  the Executive  for
benefits  if  the Executive was covered by the Long Term Disability  policy),  the Executive’s  employment  may be
terminated by the Company, in which event, the Company will pay Executive a lump sum equal to twelve months’
Base Salary in effect  on the Termination Date (or,  if  greater,  the highest Base Salary in effect  during the three
year period ending on the Termination Date), which shall be paid within 60 days following the Termination Date.
However,  if,  on  the  Termination  Date,  the  Executive  is  a  “specified  employee”  as  defined  in  regulations  under
Section 409A of the Code and the termination payment is “nonqualified deferred compensation” that is subject to
Section 409A and is considered to be triggered by the Executive’s “separation from service,” such payment will be
made  on  the  first  payroll  payment  date  which  is  more  than  six  months  following  the  Termination  Date.
Notwithstanding the foregoing, the amount payable hereunder will be reduced by any benefits payable under any
disability plans provided by the Company under paragraph 4.4 of this Agreement. The right to the compensation
due under this paragraph 6.5 is subject to the execution and nonrevocation by the Executive or the Executive’s
legal  representative  of  the  Company’s  Separation  Agreement  and  General  Release,  substantially  in  the  form
attached to this Agreement,  which will  operate as a release of  all  legally waivable claims against  the Company
and  its  affiliates,  employees  and  directors.  In  applying  this  paragraph,  the  Company  will  comply  with  any
applicable legal requirements, including the Americans with Disabilities Act.

6.6      Death  of  Executive. If  the  Executive  dies  during  the  term  of  this  Agreement,  Executive’s
employment  will  terminate  without  compensation  to  the  Executive’s  estate  except  the  obligation  to  pay  the
Executive’s estate a lump sum equal to twelve months’ Base Salary in effect on the date of death (or, if greater,
the highest Base Salary in effect during the three year period ending on the date of death).

6.7      Effect of  Termination. Subject  to  paragraph 14,  the termination of  Executive’s  employment  will
terminate  all  obligations  of  the  Executive  to  render  services  on  behalf  of  the  Company.  All  keys,  entry  cards,
credit cards, files, records, financial information, furniture, furnishings, computers, cellular phones, smart phones,
equipment,  supplies  and  other  items  relating  to  the  Company  will  remain  the  property  of  the  Company.  The
Executive  will  have  the  right  to  retain  and  remove  all  personal  property  and  effects  that  are  owned  by  the
Executive and located in the offices of the Company. All such personal items will be removed from such offices no
later than 14 days after the effective date of termination, and the Company is hereby authorized to discard any
items  remaining  and  to  reassign  the  Executive’s  office  space  after  such  date.  Prior  to  the  effective  date  of
termination,  the  Executive  will  cooperate  with  the  Company  to  provide  for  the  orderly  separation  of  the
Executive’s employment.



6.8      Equity  Compensation  Provisions. Notwithstanding  any  provision  to  the  contrary  in  any  option
agreement,  restricted  stock  agreement,  plan  or  other  agreement  relating  to  equity  based  compensation,  in  the
event of a termination under paragraph 6.1.1 or 6.3 of this Agreement: (a) all units, stock options, incentive stock
options,  performance  shares,  stock  appreciation  rights  and  restricted  stock  granted  and  held  by  Executive
immediately prior to such termination (other than any sign-on grant of restricted stock) will  immediately become
100% vested; and (b) the Executive’s right to exercise any previously unexercised options will not terminate until
the latest date on which such option would expire but for Executive’s termination of employment.  To the extent
the Company is unable to provide for one or both of the foregoing rights the Company will provide in lieu thereof a
lump-sum cash payment  equal  to  the  difference between the  total  value  of  such  units,  stock  options,  incentive
stock  options,  performance  shares,  stock  appreciation  rights  and  shares  of  restricted  stock  (the “Equity
Compensation Rights” ) with the foregoing rights as of the date of Executive’s termination of employment and
the total  value of the Equity Compensation Rights without the foregoing rights as of the date of the Executive’s
termination  of  employment.  The  foregoing  amounts  will  be  determined  by  the  Board  in  good  faith  based  on  a
valuation performed by an independent  consultant  selected by the Board and the cash payment,  if  any,  will  be
paid  in  a  lump  sum  in  the  case  of  a  termination  under  paragraph  6.1.1,  at  the  same  time  as  the  severance
payment is otherwise due under such paragraph (except for any cash payment made with respect to performance
shares or performance share units, which will be made when those awards otherwise would have been paid), and
in the case of  a termination under paragraph 6.3,  at  the same time the payment is  due under such paragraph.
The right to the foregoing termination compensation under clauses (a) and (b) above is subject to the Executive’s
execution and nonrevocation of the Company’s Separation Agreement and General Release, substantially in the
form  attached  to  this  Agreement,  which  will  operate  as  a  release  of  all  legally  waivable  claims  against  the
Company and its affiliates, employees and directors.  Such payment is further conditioned upon the Executive’s
compliance with all of the provisions of this Agreement, including all post-employment obligations.

6.9      Application of  Section 4999. If  any  amount  payable  to  the  Executive  under  this  Agreement  or
otherwise would constitute a “parachute payment” within the meaning of Section 280G of the Code and, but for
this paragraph 6.9, would be subject to the excise tax imposed by Section 4999 of the Code (the “Excise Tax” ),
then the Executive’s payments hereunder shall  be reduced to the greatest amount that would not be subject to
the  Excise  Tax  if,  after  taking  into  account  applicable  federal,  state,  local  and  foreign  income and employment
taxes, the Excise Tax, and any other applicable taxes, the Executive would retain a greater amount on an after-
tax basis following such reduction.

6.10      Sole  Source of  Severance Benefits. This  paragraph 6  is  intended to  be the  Executive’s  sole
source  of  severance  benefits  from  the  Company.  If  the  Executive  is  or  becomes  eligible  to  receive  severance
under another plan, program



or policy with the Company or  other  agreement  with the Company,  the amount  paid under paragraph 6 will  be
reduced  by  the  severance  amount  paid  under  another  plan,  program  or  policy  with  the  Company  or  other
agreement with the Company.

7.      Confidentiality. The Executive  recognizes that  the nature  of  the Executive’s  services are  such that  the
Executive will have access to information that constitutes trade secrets, is of a confidential nature, is of great value to the
Company or is the foundation on which the success of the Company is predicated. The Executive agrees not to disclose
to any person other than the Company’s employees or the Company’s legal counsel or other parties authorized by the
Company  to  receive  confidential  information  ( “Confidential  Information” )  nor  use  for  any  purpose,  other  than  the
performance  of  this  Agreement,  any  Confidential  Information.  Confidential  Information  includes  data  or  material
(regardless of  form) that is:  (a) a trade secret;  (b) provided, disclosed or delivered to Executive by the Company, any
officer, director, employee, agent, attorney, accountant, consultant, or other person or entity employed by the Company
in any capacity, any customer, borrower or business associate of the Company or any public authority having jurisdiction
over  the  Company  of  any  business  activity  conducted  by  the  Company;  or  (c)  produced,  developed,  obtained  or
prepared  by  or  on  behalf  of  Executive  or  the  Company  (whether  or  not  such  information  was  developed  in  the
performance of this Agreement) with respect to the Company or any assets oil  and gas prospects, business activities,
officers,  directors,  employees,  borrowers  or  customers  of  the  foregoing.  However,  Confidential  Information  will  not
include any information, data or material that at the time of disclosure or use was generally available to the public other
than  by  a  breach  of  this  Agreement,  was  available  to  the  party  to  whom  disclosed  on  a  non-confidential  basis  by
disclosure or access provided by the Company or a third party, or was otherwise developed or obtained independently
by the person to whom disclosed without a breach of this Agreement. On request by the Company, the Company will be
entitled to a copy of any Confidential Information in the possession of the Executive. The provisions of this paragraph 7
will  survive  the  termination,  expiration  or  cancellation  of  Executive’s  employment.  The  Executive  will  deliver  to  the
Company  all  originals  and  copies  of  the  documents  or  materials  containing  Confidential  Information  by  the  14th  day
following  his  or  her  termination.  For  purposes  of  paragraphs  7,  8,  and  9  of  this  Agreement,  the  Company  expressly
includes any of the Company’s subsidiaries or affiliates.

8.      Non-Solicitation. The  Executive  agrees  that  during  the  Non-Solicitation  Period  (as  hereafter  defined),
Executive will not directly, either personally or by or through his or her agent, on behalf of himself/herself or on behalf of
any other  individual,  association or  entity,  (i)  use any of  the Confidential  Information for  the purposes of  calling  on or
soliciting any established customer of the Company for providing to any such customer a product or service provided by
the Company or any affiliate or subsidiary of the Company; (ii) solicit, influence or encourage any established customer
of  the  Company  to  (A)  divert  or  direct  business  to  the  Executive  or  any  person  or  entity  by  which  or  with  which  the
Executive is employed, associated, affiliated or otherwise related, or (B) acquire any product or service provided by the
Company; or (iii) solicit, divert or attempt to solicit or divert any person or entity who has been identified and contacted
by the Company, either directly or through



such  entity’s  agent(s),  with  respect  to  a  possible  acquisition  by,  or  transaction  with,  the  Company.  For  the  purposes
hereof, the term “Non-Solicitation Period” shall mean a period of twelve months after Executive’s employment ceases
for any reason.

9.      Non-Interference. The Executive  agrees  that  during  the  Non-Interference  Period  (as  hereafter  defined)
he/she will not, directly or indirectly, either personally or by or through his or her agent, on behalf of himself/herself or on
behalf  of  any  other  individual,  association  or  entity,  hire,  solicit  or  seek  to  hire  any  employee of  the  Company or  any
affiliate  or  subsidiary  of  the  Company,  or  any  individual  who  was  an  employee  of  the  Company  or  any  affiliate  or
subsidiary  of  the  Company  during  the  twelve-month  period  prior  to  the  Termination  Date,  or  in  any  other  manner
attempt, directly or indirectly, to persuade any such employee to discontinue his or her employment with the Company or
any affiliate or subsidiary of the Company or to become employed in a business or activities likely to be competitive with
the business of  the Company or  any affiliate  or  subsidiary  of  the Company.  For  the purposes hereof,  the term “Non-
Interference Period” shall mean a period of twelve months after Executive’s employment ceases for any reason.

10.      Severability. It  is  the  desire  and  intent  of  the  parties  hereto  that  the  provisions  of  this  Agreement  be
enforced  to  the  fullest  extent  permissible  under  the  laws  and  public  policies  applied  in  each  jurisdiction  in  which
enforcement  is  sought.  Accordingly,  if  any  particular  provision  of  this  Agreement  shall  be  adjudicated  by  a  court  of
competent jurisdiction to be invalid, prohibited or unenforceable for any reason, such provision, as to such jurisdiction,
shall  be  ineffective,  without  invalidating  the  remaining  provisions  of  this  Agreement  or  affecting  the  validity  or
enforceability of such provision in any other jurisdiction. Notwithstanding the foregoing, if such provision could be more
narrowly drawn so as not to be invalid, prohibited or unenforceable in such jurisdiction, it shall, as to such jurisdiction, be
so  narrowly  drawn,  without  invalidating  the  remaining  provisions  of  this  Agreement  or  affecting  the  validity  or
enforceability of such provision in any other jurisdiction.

11.      Remedies. The Executive acknowledges and understands that the provisions of this Agreement are of a
special and unique nature, the loss of which cannot be adequately compensated for in damages by an action at law, and
that  the  breach  or  threatened  breach  of  the  provisions  of  this  Agreement  would  cause  the  Company  or  any  of  its
subsidiaries irreparable harm. In the event of a breach or threatened breach by the Executive of the provisions of this
Agreement, the Company or any of its subsidiaries or affiliates shall be entitled to an injunction restraining the Executive
from such  breach.  In  addition  to  the  foregoing  and  not  in  any  way  in  limitation  thereof,  or  in  limitation  of  any  right  or
remedy otherwise available, if the Executive violates any provision of paragraph 7, 8 or 9 hereof, any compensation or
severance payments then or  thereafter  due from the Company to  the Executive shall  be terminated forthwith  and the
Company’s  obligation  to  pay  and  the  Executive’s  right  to  receive  such  compensation  as  severance  payments  shall
terminate and be of no further force or effect, in each case without limiting or affecting the Executive’s obligations under
paragraphs 7, 8 and 9 or the Company’s or its subsidiaries’ or affiliates’ other rights or remedies available at law or in
equity. Nothing contained in this



Agreement shall be construed as prohibiting the Company or any of its subsidiaries or affiliates from pursuing, or limiting
the Company’s or any of its subsidiaries’ or affiliates’ ability to pursue, any other remedies available for any breach or
threatened breach of this Agreement by the Executive.

12.      Proprietary Matters.

12.1     The  Executive  acknowledges  and  agrees  that  the  Company  owns  all  right,  title  and  interest
(including  patent  rights,  copyrights,  trade  secret  rights,  trademark  rights  and  all  other  intellectual  and  industrial
property rights) relating to any and all inventions (whether or not patentable), works of authorship, design, know-
how, ideas and information made or conceived or reduced to practice, in whole or in part, by the Executive during
the term of this Agreement which are useful in, or directly or indirectly related to, the business of the Company or
any Confidential  Information (collectively,  the “Proprietary Rights” ).  The Executive further acknowledges and
agrees  that  all  such  Proprietary  Rights  are  “works  made  for  hire”  of  which  the  Company  is  the  author.  The
Executive agrees to promptly disclose and provide all Proprietary Rights to the Company; provided, in the event
the  Proprietary  Rights  shall  not  be  deemed  to  constitute  “works  made  for  hire,”  or  in  the  event  the  Executive
should, by operation of law or otherwise, be deemed to retain any rights in the Proprietary Rights, the Executive
agrees to assign to the Company, without further consideration, the Executive’s entire right,  title and interest in
and to each and every such Proprietary Right.

12.2     The Executive hereby agrees to assist Company in obtaining and enforcing United States and/or
foreign  letters  patent  and  copyright  registrations  covering  the  Proprietary  Rights  and  further  agrees  that
Executive’s  obligation  to  assist  Company  shall  continue  beyond  the  termination  of  Executive’s  employment
hereunder. If Company is unable because of Executive’s mental or physical incapacity or for any other reason to
secure  Executive’s  signature  to  apply  for  or  to  pursue  any  application  for  any  United  States  or  foreign  letters
patent  or  copyright  registrations  covering  inventions  assigned  to  Company,  then  Executive  hereby  irrevocably
designates and appoints Company and its duly authorized officers and agents as Executive’s agent and attorney-
in-fact to act for and on Executive’s behalf to execute and file any such applications and to do all other lawfully
permitted acts to further the prosecution and issuance of letters patent or copyright registrations thereon with the
same legal force and effect as if executed by Executive. Executive hereby waives and quitclaims to Company any
and  all  claims  of  any  nature  whatsoever  which  Executive  now  or  hereafter  may  have  for  infringement  of  any
patent  or  copyright  resulting  from  any  such  application  for  letters  patent  or  copyright  registrations  assigned
hereunder to Company.  Executive will  further  assist  Company in every lawful  way to enforce any copyrights or
patents obtained, including without limitation, testifying in any suit or proceeding involving any of the copyrights or
patents or executing any documents deemed necessary by Company, all without further consideration except as
contemplated by the immediately



following sentence but  at  the expense of  Company.  If  Executive is  called upon to  render  such assistance after
termination of  Executive’s employment hereunder,  then Executive shall  be entitled to a fair  and reasonable per
diem fee (which shall not be less than Executive’s equivalent daily Base Salary) in addition to reimbursement of
any expenses incurred at the request of Company.

13.      Governing Law and Venue. To the extent not preempted by federal law, the provisions of this Agreement
shall be construed and enforced in accordance with the laws of the State of Oklahoma, excluding any conflicts or choice
of law rule or principle that might otherwise refer construction or interpretation of this provision to the substantive law of
another  jurisdiction.  Each  party  hereby  agrees  that  Oklahoma  City,  Oklahoma  is  the  proper  venue  for  any  litigation
seeking to enforce any provision of this Agreement, and each party hereby waives any right it otherwise might have to
defend, oppose, or object to, on the basis of jurisdiction, venue, or forum nonconveniens, a suit filed by the other party in
any federal or state court in Oklahoma City, Oklahoma to enforce any provision of this Agreement.

14.      Survival. In the event of termination of employment, neither the Company nor the Executive will have any
further  obligations  hereunder,  except  for  any  obligations  that  expressly  survive  termination  of  employment  including
paragraphs 6, 7, 8, 9, 10, 11, 12 and 13.

15.      Miscellaneous. The parties further agree as follows:

15.1      Time. Time is of the essence of each provision of this Agreement.

15.2      Notices. Any notice, payment, demand or communication required or permitted to be given by any
provision of this Agreement will be in writing and will be deemed to have been given when received by personal
delivery,  by  facsimile,  by  overnight  courier,  or  by  certified  mail,  postage  and  charges  prepaid,  directed  to  the
following address or to such other or additional addresses as any party might designate by written notice to the
other party:

To the Company:    SandRidge Energy, Inc.
123 Robert S. Kerr Ave.
Oklahoma City, OK 73102
Attn: R. Scott Griffin

To the Executive: to the Executive at the address set forth below such Executive’s signature
hereto.

15.3      Assignment. The Company may assign its  rights and obligations under this Agreement to any
subsidiary  or  affiliate,  and any entity  to  which this  Agreement  is  assigned shall  be treated as  the Company for
purposes of this Agreement. The Executive may not transfer or assign this Agreement or any of his



or her rights or interests herein, in whole or in part, to any other person or entity without the prior written consent
of the Company.

15.4      Construction. If  any  provision  of  this  Agreement  or  the  application  thereof  to  any  person  or
circumstances is determined, to any extent, to be invalid or unenforceable, the remainder of this Agreement, or
the  application  of  such  provision  to  persons  or  circumstances  other  than  those  as  to  which  the  same  is  held
invalid or unenforceable, will not be affected thereby, and each term and provision of this Agreement will be valid
and enforceable to the fullest extent permitted by law.

15.5      Entire Agreement. This Agreement constitutes the entire agreement between the parties hereto
with respect to the subject matter herein contained, and no modification hereof will be effective unless made by a
supplemental written agreement executed by all of the parties hereto.

15.6      Binding Effect and Third Party Beneficiary. This Agreement shall be binding upon and inure to
the  benefit  of  the  parties  hereto  and  their  respective  affiliates,  officers,  employees,  agents,  successors  and
assigns (including, in the case of the Company or any of its subsidiaries or affiliated companies, the successor to
the business of the Company as a result of the transfer of all or substantially all of the assets or capital stock of
the Company or any of its subsidiaries or affiliates).

15.7      Supersession. This Agreement is the final, complete and exclusive expression of the agreement
between the Company and the Executive and supersedes and replaces in all  respects any prior  oral  or  written
employment  agreements.  On execution  of  this  Agreement  by  the  Company and the Executive,  the relationship
between the Company and the Executive after the effective date of this Agreement will be governed by the terms
of this Agreement and not by any other agreements, oral or otherwise.

15.8      Non-Contravention. Executive represents and warrants to the Company that the execution and
performance  of  this  Agreement  will  not  violate,  constitute  a  default  under,  or  otherwise  give  rights  to  any  third
party, pursuant to the terms of any Agreement to which Executive is a party.

15.9      Indemnity. EXECUTIVE AGREES TO INDEMNIFY AND HOLD HARMLESS THE COMPANY,
ITS DIRECTORS, OFFICERS AND EMPLOYEES AND AGENTS (THE "INDEMNIFIED PARTIES" ) AGAINST
ANY  LOSS,  CLAIM,  DAMAGE,  LIABILITY  OR  EXPENSE,  AS  INCURRED,  ( "LOSS ")  TO  WHICH  THE
INDEMNIFIED PARTIES MAY BECOME SUBJECT OR INCUR,  INSOFAR AS SUCH LOSS ARISES OUT OF
OR  IS  BASED  UPON  ANY  INACCURACY  IN  ANY  REPRESENTATION  OR  WARRANTY  GIVEN  BY
EXECUTIVE  IN  THIS  AGREEMENT  INCLUDING  REPRESENTATIONS  AND  WARRANTIES  MADE  IN
PARAGRAPH  15.8  AND  TO  REIMBURSE  THE  INDEMNIFIED  PARTIES  FOR  ANY  AND  ALL  EXPENSES
(INCLUDING THE FEES AND DISBURSEMENTS OF



COUNSEL CHOSEN BY THE INDEMNIFIED PARTIES) AS SUCH EXPENSES ARE REASONABLY INCURRED
BY  THE  INDEMNIFIED  PARTIES  IN  CONNECTION  WITH  INVESTIGATING,  DEFENDING,  SETTLING,
COMPROMISING OR PAYING ANY SUCH LOSS.

15.10      Compliance with Section 409A of the Code. This Agreement shall be interpreted to ensure that
the payments to be made to the Executive are exempt from, or comply with, Section 409A of the Code; provided,
however,  that  nothing  in  this  Agreement  shall  be  interpreted  or  construed  to  transfer  any  liability  for  any  tax
(including  a  tax  or  penalty  due  as  a  result  of  a  failure  to  comply  with  Section  409A)  from the  Executive  to  the
Company or to any other individual or entity. Any payment to the Executive that is subject to Section 409A and
that is contingent on a termination of employment is contingent on a “separation from service” within the meaning
of Section 409A. Each payment shall be considered to be a separate payment for purposes of Section 409A. If,
upon separation from service, the Executive is a “specified employee” within the meaning of Section 409A, any
payment  that  is  subject  to  Section  409A  and  would  otherwise  be  paid  within  six  months  after  the  Executive’s
separation  from  service  will  instead  be  paid  in  the  seventh  month  following  the  Executive’s  separation  from
service to the extent required by Section 409A(a)(2)(B)(i). Any taxable reimbursement shall be paid no later than
December  31  of  the  year  after  the  year  in  which  the  expense  is  incurred  and  shall  comply  with  Treas.  Reg.  §
1.409A-3(i)(1)(iv). If the period during which the Executive has discretion to execute or revoke a release straddles
two calendar years, the Company shall make the payments that are conditioned upon the release no earlier than
January  1st  of  the second of  such calendar  years,  regardless of  which taxable  year  the Executive  delivers  the
executed release to the Company.

15.11      Withholding  of  Taxes. The  Company  may  withhold  from  any  amounts  payable  under  this
Agreement all taxes that the Company reasonably determines to be required to be withheld pursuant to any law,
regulation, or ruling. However, it is the Executive’s obligation to pay all required taxes on any amounts paid under
this Agreement, regardless of the extent to which amounts are withheld.

15.12      Nonduplication  of  Benefits. No  provision  of  this  Agreement  shall  require  the  Company  to
provide the Executive with any payment,  benefit  or  grant  that  duplicates any payment,  benefit  or  grant  that  the
Executive is entitled to receive under another plan, program or policy with the Company or other agreement with
the Company.

IN WITNESS WHEREOF, the undersigned have executed this Agreement, effective the date first above written.

[SIGNATURES ON FOLLOWING PAGE]



SANDRIDGE ENERGY, INC. (the “ Company ” )

By:     
James D. Bennett     Date
President and Chief Executive Officer

EXECUTIVE

By signing below, I acknowledge that I have been given the opportunity to review this Agreement carefully; that I have
read, understand, and voluntarily agree to its terms; and that this Agreement is the sole and complete agreement
relating to my employment and supersedes any prior oral or written employment agreement [, including the prior
Employment Agreement dated [Insert Date] --Bracketed text only if Executive has existing agreement. ] (and
including any provisions in any such prior agreement that would otherwise survive its termination or expiration).

___________________________________
[Executive Name]             Date

Address for Notices:

___________________________________

___________________________________

___________________________________



Agreement Date

VIA HAND DELIVERY

Mr./Ms. Executive Name
Street Address
City, State Zipcode

Re: Separation Agreement

Dear Executive:

Thank  you  for  your  service  to  SandRidge  Energy,  Inc.,  and  its  affiliates  (“SandRidge”  or  the  “Company”).  This  letter,
when fully executed, will constitute the Separation Agreement between you and SandRidge concerning the terms of your
separation from employment with SandRidge (the “Separation Agreement”). The attached General Release is part of the
Separation Agreement, and terms that are defined in this Separation Agreement have the same meaning when used in
the General Release.

1.Termination of Employment . SandRidge has made the decision to terminate your employment and your service as
[Title], and any other position you hold with SandRidge, effective [Date], 2015 (the “Separation Date”).

2.Final  Payment . You  have  been  paid  or  will  be  paid  your  earned  salary  through  the  Separation  Date.  Your  final
paycheck will include payment for accrued and unused paid time off (“PTO”). If you believe the amount of your
final paycheck is incorrect, you agree to contact SandRidge immediately.

 
3. Severance  Payment . Consistent  with  the  terms  of  your  Employment  Agreement,  and  in  consideration  of  your

service to SandRidge and your execution of this Separation Agreement and the General Release contained
hereafter, SandRidge will provide you with a severance payment equal to number (#) months’ base salary.

In some situations, the Company may place you on leave prior to your Separation Date if your employment loss is
a  result  of  a  “mass  layoff”  or  “plant  closing”  which  may  be  covered  by  the  federal  Worker  Adjustment  and
Retraining Notification Act



(“WARN”) for a period of up to 60 days (“WARN Leave”). If you are placed on WARN Leave, all or a portion of the
severance benefits you may be entitled to receive shall be considered to be payments provided by the Company
pursuant  to  WARN.  In  that  event,  any  payment  of  a  severance  benefit  that  you  may  receive  shall  be  reduced
dollar-for-dollar  by  payments  required  to  be  made  to  you  pursuant  to  WARN  and  all  other  severance  benefits
otherwise provided to you under this Separation Agreement will be offset by benefits provided pursuant to WARN.

These severance amounts will not otherwise be “benefit bearing” and will not be considered as compensation for
purposes of the Company’s 401(k) plan, the non-qualified deferred compensation plan or for accrual of PTO or
other leave.

You will receive the severance benefits only if you have returned an executed copy of this Separation Agreement
and the accompanying General Release during the 21/45-day period immediately following the date on which you
receive  this  Separation  Agreement  and  the  General  Release  and  you  have  not  revoked  the  General  Release
within  the  seven-day  revocation  period  provided  in  the  General  Release.  In  order  to  receive  or  retain  the
severance  benefits  you  must  also  return  all  SandRidge  property  within  14  days  of  your  Separation  Date  (as
described in paragraph 4, below) and comply with the covenants set forth in paragraphs 5 through 9, below.

4.Return of SandRidge Property . If you have any Company property in your possession, you agree to return it to the
People  and  Culture  Department  within  14  days  of  your  Separation  Date.  SandRidge  property  includes  work
product,  electronic  devices  and  other  physical  property  of  the  Company.  This  includes  equipment,  supplies,
keys,  security  items,  credit  cards,  passwords,  electronic  devices,  laptop  computers,  cellular  phones  and
Blackberry devices. You must also return all  originals and any copies of Company records. This includes any
disks,  files,  notebooks,  etc.  that  you have personally  generated or  maintained with respect  to the Company’s
business, as well as any Company records in your possession.

5.Continued  Assistance . You  will  continue  to  cooperate  with  and  assist  SandRidge and  its  representatives  and
attorneys as requested with respect  to any investigations,  litigation,  arbitration or other dispute resolutions by
being available for interviews, depositions and/or testimony with regard to any matters in which you are or have
been  involved  or  with  respect  to  which  you  have  relevant  information.  SandRidge  will  reimburse  you  for
reasonable expenses you may incur for travel in connection with this obligation to assist SandRidge. In addition,
SandRidge will compensate you at a reasonable hourly rate for all time spent providing such assistance.

6.Confidential  Information . During  the  course  of  your  employment  with  SandRidge,  you  have  had  access  to  and
gained  knowledge  of  confidential  and  proprietary  information;  therefore,  you  agree  not  to  make  any
independent  use  of  or  disclose  to  any  other  person  or  organization  any  of  the  Company’s  confidential,
proprietary



information  unless  you  obtain  the  Company’s  prior  written  consent.  Confidential  Information  includes  data  or
material  (regardless  of  form)  that  is:  (a)  a  trade  secret;  (b)  provided,  disclosed  or  delivered  to  you  by  the
Company,  any  officer,  director,  employee,  agent,  attorney,  accountant,  consultant,  or  other  person  or  entity
employed by the Company in any capacity, any customer, borrower or business associate of the Company or any
public authority having jurisdiction over the Company of any business activity conducted by the Company; or (c)
produced,  developed,  obtained  or  prepared  by  you  or  on  your  behalf  or  the  Company  with  respect  to  the
Company  or  any  assets  oil  and  gas  prospects,  business  activities,  officers,  directors,  employees,  borrowers  or
customers of the foregoing. However, Confidential Information does not include any information, data or material
that at the time of disclosure or use was generally available to the public other than by a breach of this covenant,
was available to the party to whom disclosed on a non-confidential basis by disclosure or access provided by the
Company  or  a  third  party,  or  was  otherwise  developed  or  obtained  independently  by  the  person  to  whom
disclosed without a breach of this covenant. On request by the Company, the Company is entitled to a copy of
any Confidential Information in your possession.

If  you  are  asked  to  testify,  receive  a  subpoena,  or  provide  information  pertaining  to  the  Company,  you  will
immediately  notify  J.  Matthew  Thompson,  SandRidge  Energy,  Inc.,  123  Robert  S.  Kerr  Ave.,  Oklahoma  City,
Oklahoma 73102 by regular mail or email to mthompson@sandridgeenergy.com and provide a copy of the legal
process  documents  so  that,  if  appropriate,  the  Company  may  seek  to  have  the  legal  process  quashed  or  a
protective order granted.

You also agree that all such Confidential Information together with all copies in any format thereof and notes and
other summaries thereof are and will remain the sole property of SandRidge. You agree to return to SandRidge
any such Confidential Information and all copies, notes or other summaries thereof which you may have in your
possession  no  later  than  the  effective  date  of  your  separation.  These  obligations  described  in  this  paragraph
apply whether you accept your severance payment or not. This commitment of confidentiality also applies to the
terms  of  this  Separation  Agreement,  except  for  discussions  with  your  spouse,  your  personal  attorney  and/or
accountants, in connection with an application for unemployment insurance benefits or as needed to enforce our
Agreement.  Any  disclosure  by  such  individuals  will  be  deemed  a  disclosure  by  you  and  will  have  the  same
consequences as a breach of our agreements with you.

7.No  Influence  or  Solicitation  of  Employees  or  Business . You  agree  that,  for  the  one-year  period  immediately
following  the  Separation  Date,  you  will  not,  either  personally  or  by  or  through  his  or  her  agent,  on  behalf  of
himself  or  herself  or  on  behalf  of  any  other  individual,  association,  or  entity  (i)  use  any  of  the  Confidential
Information  for  the  purposes  of  calling  on  any  customer  of  the  Company  or  soliciting  or  inducing  any  such
customers to acquire, or providing to any of such customers, any product or service provided by the Company
or any affiliate or subsidiary of the



Company;  (ii)  solicit,  influence or  encourage any established customer  of  the Company to  divert  or  direct  such
customer’s  business to  you or  any person or  entity  by which or  with  which you become employed,  associated,
affiliated or otherwise related; (iii) solicit, divert or attempt to solicit or divert any entity which has been identified
and  contacted  by  the  Company,  either  directly  or  through  such  entity’s  agent(s),  with  respect  to  a  possible
acquisition by, or transaction with, the Company; (iv) hire, solicit or seek to hire any employee of the Company, or
any individual who was an employee of the Company during the twelve-month period prior to your termination of
employment;  or  (v)  in  any  other  manner  attempt,  directly  or  indirectly,  to  persuade  any  such  employee  to
discontinue his or her status of employment with the Company or to become employed in a business or activities
likely to be competitive with the business of the Company.

8.Future Activities . You will not be employed or otherwise act as an expert witness or consultant or in any similar paid
capacity  in  any  litigation,  arbitration,  regulatory  or  agency  hearing  or  other  adversarial  or  investigatory
proceeding involving the Company.

9.Preserving Name and Reputation . You will not at any time in the future defame, disparage or make statements or
disparaging remarks which could embarrass or cause harm to SandRidge’s name and reputation or the names
and  reputation  of  any  of  its  officers,  directors,  representatives,  agents,  employees  or  SandRidge’s  current,
former or prospective vendors,  professional  colleagues, professional  organizations,  associates or contractors,
or to the press or media. Disparagement means the form and substance of any communication, regardless of
whether or not you believe it to be true, that tends to degrade or belittle SandRidge or subject it  to ridicule or
embarrassment. You agree this paragraph is a material provision of this Separation Agreement and that in the
event of breach, you will be liable for the return of the value of all consideration received as well as any other
damages sustained by SandRidge. This paragraph does not apply to statements made under penalty of perjury;
however, you agree to give advance notice to SandRidge of such an event, to the extent practicable.

10.Exceptions  to  Restrictions  on  Communications,  Confidentiality  and  Future  Activities . Nothing  in  this
Agreement  is  intended  to  prohibit  you  from  reporting  possible  violations  of  federal  law  or  regulation  to  any
governmental  agency  or  entity,  including  but  not  limited  to  the  Department  of  Justice,  the  Securities  and
Exchange Commission,  Congress,  and any agency Inspector  General,  or  making other  disclosures that  are
protected under the whistleblower provisions of federal law or regulation. In addition, you do not need the prior
authorization  of  the  Company  to  make  any  such  reports  or  disclosures,  nor  are  you  required  to  notify  the
Company that you have made such reports or disclosures. Further, nothing in this Paragraph or elsewhere in
this  Agreement  prevents  or  prohibits  you  from  communicating  with  the  Equal  Employment  Opportunity
Commission (or a similar fair employment



practices agency of your State of residence or employment) or with other similarly situated employees.

11.Forfeiture . If you breach any of your obligations under this Separation Agreement, SandRidge will be entitled to stop
payment of any benefit due under this Separation Agreement, has no further obligation to pay any benefit due
under  this  Separation  Agreement,  and  will  be  entitled  to  recover  any  benefit  paid  under  this  Separation
Agreement and to obtain all other relief provided by law or equity, including, but not limited to, injunctive relief.

12. Additional Warranties . You represent and warrant that as of this date you have suffered no work related injury
during  your  employment  with  SandRidge  and  that  you  have  no  intention  of  filing  a  claim  for  worker’s
compensation benefits arising from any incident occurring during your employment with the Company. You further
represent that you have accounted to the Company for any and all hours worked through your Separation Date,
and that you have been paid for such hours worked at the appropriate rate. You also represent and warrant that
you are not due any unpaid vacation or sick pay, except as provided in paragraph 2 with respect to PTO.

13. No Admission/Offer  of  Compromise . By making  this  severance  offer,  SandRidge  is  not  admitting  liability  or
responsibility for any past due wages or other consideration. Any alleged responsibility or liability on the part of
the  Company  has  been  and  continues  to  be  denied.  In  addition,  this  severance  offer  constitutes  an  offer  of
compromise pursuant to the applicable rules of evidence.

14. Governing  Law  and  Venue . To  the  extent  not  preempted  by  federal  law,  the  provisions  of  this  Separation
Agreement,  including  the  General  Release,  will  be  construed  and  enforced  in  accordance  with  the  laws  of  the
State  of  Oklahoma,  excluding  any  conflicts  or  choice  of  law  rule  or  principle  that  might  otherwise  refer
construction  or  interpretation  of  this  provision  to  the  substantive  law  of  another  jurisdiction.  Each  party  hereby
agrees that Oklahoma City, Oklahoma, is the proper venue for any litigation seeking to enforce any provision of
this Separation Agreement (including the General Release), and each party hereby waives any right it otherwise
might have to defend, oppose, or object to,  on the basis of jurisdiction, venue, or forum non-conveniens, a suit
filed by the other party in any federal or state court in Oklahoma City, Oklahoma, to enforce any provision of this
Separation Agreement.

15. Severability . If any portion, provision or part of this Separation Agreement is held, determined or adjudicated to
be invalid, unenforceable or void for any reason whatsoever, each such portion, provision or part shall be severed
from the remaining portions, provisions or parts of this Separation Agreement and shall not affect the validity or
enforceability of such remaining portions, provisions or parts.

16.Entire Agreement . This Separation Agreement between you and SandRidge, if you execute this Agreement, will be
in consideration of the mutual promises



described above. This Separation Agreement, including the General Release, will constitute the entire agreement
between  you  and  SandRidge  with  respect  to  your  separation  from  employment.  You  agree  that  you  have  no
additional  rights  under  any employment  agreement  or  arrangement.  There  are  no other  agreements,  written or
oral, expressed or implied, between the parties concerning the subject matter of this Separation Agreement.

We wish you the best of luck and every success in your future endeavors.

Sincerely,

SANDRIDGE ENERGY, INC.

Agreed to on behalf of SandRidge Energy, Inc.

_______________________________________        ________________
R. Scott Griffin                             Date
SVP – People and Culture    
   

By signing below, I acknowledge that I have been given the opportunity to review this Separation Agreement carefully;
that I have read this Separation Agreement and understand its terms; and that I voluntarily agree to them.

ACCEPTED AND AGREED TO BY:

_________________________________________        ________________
[    NAME            ]                    Date



NOTICE

Various laws, including Title VII of the Civil Rights Act of 1964, the Civil Rights Act of 1866, as amended, the Pregnancy
Discrimination Act of 1978, the Equal Pay Act, the Civil Rights Act of 1991, the Age Discrimination in Employment Act,
the Rehabilitation Act of 1973, the Americans with Disabilities Act Amendments Act, the Employee Retirement Income
Security Act of 1974 and the Uniformed Services Employment and Reemployment Rights Act (all as amended from time
to time), prohibit employment discrimination based on sex, race, color, national origin, religion, age, disability, eligibility
for  covered  employee  benefits  and  military  service  status.  You  may  also  have  rights  under  laws  such  as  the  Older
Worker Benefit  Protection Act  of  1990, the Worker Adjustment and Retraining Notification Act  of  1988, the Fair  Labor
Standards  Act,  the  Family  and  Medical  Leave  Act,  the  Occupational  Safety  and  Health  Act  and  other  federal,  state
and/or municipal statutes, orders or regulations pertaining to labor, employment and/or employee benefits. These laws
are enforced through federal departments and agencies such as the United States Department of Labor and the Equal
Employment  Opportunity  Commission,  and  various  state  and  municipal  labor  departments,  fair  employment  boards,
human rights commissions and similar agencies.

You have until the close of business 21/45 days from the date you received the Separation Agreement and this General
Release to make your decision to agree to the Separation Agreement and receive a severance payment. You may sign
the  Separation  Agreement  at  any  time  during  that  period.  If  you  do  not  accept  the  severance  package  and  sign  and
return the Separation Agreement and this General Release within 21/45 days, you will not be eligible for the severance
package.

BEFORE EXECUTING EITHER THE PROPOSED SEPARATION AGREEMENT OR THIS GENERAL RELEASE YOU
SHOULD REVIEW THESE DOCUMENTS CAREFULLY AND CONSULT AN ATTORNEY, IF YOU THINK YOU NEED
TO.

You may revoke this General Release within seven days after you sign it, and it will not become effective or enforceable
until  that  revocation  period  has  expired.  Revocation  must  be  in  writing  and  received  by  the  Company’s  People  and
Culture Department, 123 Robert S. Kerr Ave., Oklahoma City, OK 73102 or via fax (405) 429-5967, Attn: R. Scott Griffin,
within the seven-day period following your execution of this General Release.



GENERAL RELEASE

My  employment  with  SandRidge  or  one  of  its  affiliates  (collectively  the  “Company”)  is  terminated  effective  on  the
Separation Date. In consideration of the special severance package offered to me by SandRidge and the benefits that I
will  receive  as  reflected  in  the  Separation  Agreement,  I,  ___________________ , on  behalf  of  myself  and  my  heirs,
assigns, executors, and administrators (collectively referred to as the “Releasing Parties”), hereby release and discharge
SandRidge  and  its  subsidiaries,  partners,  and  affiliates,  including  each  of  those  entities’  predecessors,  successors,
affiliates, and partners and each of those entities’ employees, officers, directors and agents (collectively referred to as
the  “Released  Parties”)  from  all  claims,  liabilities,  demands,  and  causes  of  action,  known  or  unknown,  fixed  or
contingent, that I or the Releasing Parties may have or claim to have against the Released Parties either as a result of
my past  employment with the Company and/or the severance of  that  relationship and/or otherwise,  and hereby waive
any and all rights I may have with respect to any such claims.

This General Release includes, but is not limited to, claims arising under Title VII of the Civil Rights Act of 1964, the Civil
Rights Act of 1866, as amended, the Pregnancy Discrimination Act of 1978, the Equal Pay Act, the Civil Rights Act of
1991,  the  Age  Discrimination  in  Employment  Act,  the  Rehabilitation  Act  of  1973,  the  Americans  With  Disabilities  Act
Amendments Act, the Employee Retirement Income Security Act of 1974 and the Uniformed Services Employment and
Reemployment Rights Act (all as amended from time to time). This General Release also includes, but is not limited to,
any rights I may have under the Older Workers Benefit  Protection Act of 1990, the Worker Adjustment and Retraining
Notification Act of 1988, the Fair Labor Standards Act, the Family and Medical Leave Act, the Occupational Safety and
Health Act and any other federal, state and/or municipal statutes, orders or regulations pertaining to labor, employment
and/or employee benefits. This General Release also applies to any claims or rights I or the Releasing Parties may have
growing out of  any legal  or  equitable restrictions on the Company’s rights not  to continue an employment relationship
with  its  employees,  including  any  expressed  or  implied  employment  contracts,  and  to  any  claims  I  or  the  Releasing
Parties may have against the Released Parties for fraudulent inducement or misrepresentation, defamation (except as
set  forth  in  the  Separation  Agreement),  wrongful  termination  or  other  retaliation  claims  in  connection  with  workers’
compensation or alleged “whistleblower” status or on any other basis whatsoever.

It is specifically agreed, however, that this General Release does not have any effect on any rights or claims that I may
have against the Released Parties that arise after the date I execute this General Release or on any of the Company’s
obligations under the Separation Agreement. [Officers Only: In addition, this General Release does not have any effect
on any coverage I  may have,  or  may be entitled to,  under any directors’  and officers’  liability  insurance policy for  any
action or inaction taken in my role as director or officer of the Company.]



I have received copies and carefully reviewed and fully understand all the provisions of the Separation Agreement and
General Release, including the foregoing NOTICE. I have not relied on any representation or statement, oral or written,
by the Company or any of its representatives, which is not set forth in those documents.

The Separation Agreement, including this General Release and the foregoing NOTICE, set forth the entire agreement
between me and the Company with respect to this subject. I understand that my receipt and retention of the separation
benefits  covered  by  the  Separation  Agreement  are  contingent  not  only  on  my execution  of  this  General  Release,  but
also on my continued compliance with my other obligations under the Separation Agreement.

I  acknowledge  that  the  Company  gave  me  21/45  days  to  consider  whether  I  wish  to  accept  or  reject  the  separation
benefits  I  am  eligible  to  receive  under  the  Separation  Agreement  in  exchange  for  this  General  Release.  I  also
acknowledge that the Company advised me to seek independent legal advice as to these matters, if I chose to do so. I
hereby represent and state that I have taken such actions and obtained such information and independent legal or other
advice, if any, that I believed were necessary for me to fully understand the effects and consequences of the Separation
Agreement and this General Release prior to signing those documents.

I acknowledge that I have been informed of my right to revoke this General Release within seven days after I sign it. I
represent and state that I fully understand how any such revocation is to be made and the consequences of any such
revocation.

    
Date:________________, 2015

________________________________________
[NAME]



SCHEDULE 1
[TO BE USED IN THE EVENT OF A GROUP TERMINATION ONLY]

SandRidge Energy, Inc. Severance Agreement and General Release Agreement

The  following  demographic  information  provided  in  the  two  tables  below  is  provided  to  you  for  review  and  consideration  in
connection with signing the SEVERANCE AGREEMENT AND GENERAL RELEASE. This list represents job titles and ages of
employees of SandRidge whose employment has recently terminated.

TITLE AGE(S)
  

  

  

 

This list represents the job titles and ages of current employees of SandRidge whose employment has not recently terminated.
Those employees by job title and age are as follows:

TITLE AGE(S)
  

  

  



Exhibit 31.1
Certification of the Company's Chief Executive Officer Pursuant to

Section 302 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. Section 7241)

I, James D. Bennett, certify that:
1. I have reviewed this quarterly report on Form 10-Q of SandRidge Energy, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fourth quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control
over financial reporting.

 /s/ James D. Bennett

 
James D. Bennett
President and Chief Executive Officer

Date: November 5, 2015



Exhibit 31.2
Certification of the Company's Chief Financial Officer Pursuant to

Section 302 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. Section 7241)

I, Julian Bott, certify that:
1. I have reviewed this quarterly report on Form 10-Q of SandRidge Energy, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fourth quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control
over financial reporting.

 /s/ Julian Bott

 
Julian Bott
Executive Vice President and Chief Financial Officer

Date: November 5, 2015



Exhibit 32.1
Certification of the Company's Chief Executive Officer and Chief Financial Officer Pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. Section 1350)

Pursuant to 18 U.S.C. § 1350, the undersigned officers of SandRidge Energy, Inc. (the “Company”), hereby certify that the Company's Quarterly Report on
Form 10-Q for the quarterly period ended September 30, 2015 (the “Report”), fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the
Securities Exchange Act of 1934 and that the information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

 /s/ James D. Bennett

 
James D. Bennett
President and Chief Executive Officer

November 5, 2015
 

 /s/ Julian Bott

 
Julian Bott
Executive Vice President and Chief Financial Officer

November 5, 2015


