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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE SOUTHERN DISTRICT OF TEXAS
HOUSTON DIVISION
§
§
§
§
§
§
§

In re:
SANDRIDGE ENERGY, INC., et al.,1
Debtors.

Chapter 11
Case No. 16-32488 (DRJ)
(Jointly Administered)

DECLARATION OF JULIAN BOTT, CHIEF FINANCIAL
OFFICER OF SANDRIDGE ENERGY, INC., IN SUPPORT OF
CHAPTER 11 PETITIONS AND FIRST DAY MOTIONS

I, Julian Bott, hereby declare under penalty of perjury:
1.

I am the Chief Financial Officer of SandRidge Energy, Inc. (“SandRidge”), a

corporation organized under the laws of Delaware and one of the above-captioned debtors and
debtors in possession (the “Debtors”).

I have been employed by SandRidge as the Chief

Financial Officer since August 2015. Before joining SandRidge, I had thirty years of experience
in the oil and gas, financial services, and technology industries.
2.

To effectuate a restructuring, on the date hereof (the “Petition Date”), the Debtors

filed their voluntary petitions for relief under chapter 11 of the United States Bankruptcy Code,
11 U.S.C. §§ 101–1532 (the “Bankruptcy Code”), with the United States Bankruptcy Court for
the Southern District of Texas (the “Court”).
1

To minimize the adverse effects on their

The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification
number, include: SandRidge Energy, Inc. (4793); 4th Street Properties, LLC (N/A); Black Bayou Exploration,
L.L.C. (0561); Braniff Restaurant Holdings, LLC (2453); CEBA Gathering, LLC (6478); CEBA Midstream
GP, LLC (0511); CEBA Midstream, LP (7252); Cholla Pipeline, L.P. (5092); Cornhusker Energy, L.L.C.
(4609); FAE Holdings 389322R, LLC (N/A); Integra Energy, L.L.C. (7527); Lariat Services, Inc. (0702);
MidContinent Resources, LLC (6928); Mistmada Oil Company, Inc. (3032); Piñon Gathering Company, LLC
(5943); Sabino Exploration, LLC (1929); Sagebrush Pipeline, LLC (0515); SandRidge CO2, LLC (7903);
SandRidge Exploration and Production, LLC (6535); SandRidge Holdings, Inc. (8401); SandRidge Midstream,
Inc. (1148); SandRidge Operating Company (1245); SandRidge Realty, LLC (6079); Sierra Madera CO2
Pipeline, LLC (1558); and WTO Gas Gathering Company, LLC (N/A). The location of the Debtors’ service
address is: 123 Robert S. Kerr Avenue, Oklahoma City, Oklahoma 73102.
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businesses, the Debtors have filed motions and pleadings seeking various types of “first day”
relief (collectively, the “First Day Motions”). The First Day Motions seek relief to allow the
Debtors to meet necessary obligations and fulfill their duties as debtors in possession. I am
familiar with the contents of each First Day Motion and believe that the relief sought in each
First Day Motion is necessary to enable the Debtors to operate in chapter 11 with minimal
disruption or loss of productivity and value, constitutes a critical element in achieving a
successful reorganization of the Debtors, and best serves the Debtors’ estates and creditors’
interests. The facts set forth in each First Day Motion are incorporated herein by reference.
3.

I am generally familiar with the Debtors’ day-to-day operations, business and

financial affairs, and books and records. Except as otherwise indicated herein, all facts set forth
in this declaration are based upon my personal knowledge of the Debtors’ employees and
operations and finances, information learned from my review of relevant documents, information
supplied to me by other members of the Debtors’ management and their advisors, or my opinion
based on my experience, knowledge, and information concerning the Debtors’ operations and
financial condition. I am authorized to submit this declaration on behalf of the Debtors, and, if
called upon to testify, I could and would testify competently to the facts set forth herein.
4.

This declaration has been organized into four sections.

The first provides

background information on the Debtors’ businesses and operations. 2 The second offers detailed
information on the Debtors’ capital structure. The third describes the events leading to the filing
of these chapter 11 cases and the Debtors’ prepetition restructuring efforts, including the relevant
terms of the Debtors’ restructuring support agreement.

2

The fourth section and Exhibit A

Many of the financial figures presented in this declaration are unaudited and potentially subject to change, but
reflect the Debtors’ most recent review of their businesses. The Debtors reserve all rights to revise and
supplement the figures presented herein.

2
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summarize the relief requested in, and the legal and factual basis supporting, the First Day
Motions.
Preliminary Statement
5.

Amidst the chaos in the energy industry, the Debtors commence these chapter 11

cases with substantial creditor support for a comprehensive restructuring. Following months of
hard-fought negotiations necessitated by the lasting depression in oil prices, on May 11, 2016,
the Debtors reached an agreement with their first lien lenders, second lien creditors, and
unsecured creditors regarding a transaction that will convert approximately $3.7 billion of debt to
equity under a chapter 11 plan and provide the Debtors with a new reserve-based revolving
credit facility. The restructuring will preserve the Debtors’ precious liquidity and optimize the
Debtors’ balance sheet to position them best for near-term stability and long-term growth. The
Debtors and their creditors look forward to implementing this critical agreement in the weeks
ahead.
6.

The Debtors are an oil and natural gas company with a principal focus on

exploration and production (“E&P”) activities in the Mid-Continent region of the United States,
primarily in Oklahoma and Kansas, and more recently in the Rocky Mountains region, in
Colorado. Headquartered in Oklahoma City, the Debtors employ approximately 657 individuals,
down from approximately 1,900 employees at the end of 2014. In 2015, the Debtors achieved
oil and natural gas production of approximately 30 million barrels of oil equivalent (“MMBoe”).
The Debtors also operate gas gathering and processing facilities and saltwater gathering and
disposal facilities to support their E&P activities.
7.

The Debtors are highly-efficient operators in the Mississippian Lime, a

hydrocarbon formation that straddles Oklahoma and Kansas, making use of pioneering
applications of multilateral drilling technologies that reduce costs and enhance hydrocarbon
3
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recoveries.

Additionally, in the fourth quarter of last year, the Debtors acquired a large,

concentrated acreage position in the North Park Basin, in Colorado. The acquisition will allow
the Debtors to apply their core competencies in medium-depth horizontal drilling and
unconventional development, honed over years of operations in the Mississippian.
8.

Oil and gas prices, however, remain in a depressed state. Dozens of North

American E&P companies filed for chapter 11 in the last 18 months. And larger companies, like
the Debtors, that have so far weathered the storm, have come to experience acute financial
distress. For most domestic E&P companies, their existing debt levels are unsustainable at
current oil and gas prices, and liquidity is becoming scarce. At current commodity prices, the
Debtors cannot continue to service the interest obligations on their approximately $4.1 billion of
funded debt. A substantial balance sheet deleveraging will allow the Debtors to withstand the
current depressed commodity cycle, maintain their human capital, continue to maximize the
value of their Mississippian Lime assets, and develop their promising North Park Basin assets.
9.

Before the Petition Date, the Debtors took a proactive approach to the market

challenges facing the oil and gas industry. This included comprehensive efforts to decrease
capital expenditures, lease operating expenses, and general and administrative expenses. For
example, the Debtors scaled back operations from running a peak of 35 drilling rigs in 2014 to
two rigs currently drilling. In 2014, the Debtors’ capital expenditures were approximately
$1.6 billion, whereas the Debtors plan to spend approximately $285 million in capital
expenditures in 2016.
10.

Beyond reducing total capital expenditures, the Debtors have also focused on

efficiencies. For example, since 2014, the Debtors have reduced the average cost of a standard
Mississippian horizontal wellbore (referred to as a “lateral”) from approximately $3 million per

4
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lateral to approximately $2 million per lateral in 2016. These operational programs, combined
with general and administrative cost-cutting efforts, which included significant reductions in
force, have substantially increased the Debtors’ overall efficiency. Additionally, the Debtors
maintain a hedging portfolio to insulate against commodity price declines, which has a fair
market value of approximately $46 million as of the Petition Date. Before the Petition Date, the
Debtors also took steps to increase the flexibility of their revolving loan covenants and
eliminated approximately $887 million in debt through a debt-for-equity swap, repurchases, and
exchanges into convertible notes.
11.

Notwithstanding these efforts, given commodity market conditions, as well as a

precipitous decline in the Debtors’ stock price, ultimately resulting in a delisting from the New
York Stock Exchange, the Debtors were no longer able to equitize debt. In December 2015, the
Debtors retained Kirkland & Ellis LLP and Houlihan Lokey, Inc. and began a process to explore
strategic alternatives, including a comprehensive restructuring.

More recently, the Debtors

retained Alvarez & Marsal as restructuring advisor.
12.

In January 2016, to ensure long-term access to their full liquidity, the Debtors

borrowed the approximately $489 million of availability under their first lien credit facility.
Soon thereafter, with the assistance of their advisors, the Debtors entered into comprehensive
restructuring negotiations with their first lien credit facility lenders, second lien noteholders, and
unsecured noteholders. Each of these groups organized and retained advisors to facilitate due
diligence and negotiations. From there, over the course of several months leading up to the
Petition Date, the parties engaged in hard-fought, good-faith negotiations around the terms of a
consensual chapter 11 plan of reorganization.

5
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13.

These efforts culminated on May 11, 2016, with the Debtors’ entry into a

restructuring support agreement (the “RSA”) with holders of approximately 98% by principal
amount of first lien debt, approximately 79% by principal amount of second lien notes, and
approximately 55% by principal amount of unsecured notes. The RSA eliminates approximately
$3.7 billion of the Debtors’ current $4.1 billion of long-term debt while preserving liquidity for
the business—all with a remarkable level of consensus. By dramatically reducing leverage, this
restructuring solution will position the Debtors for emergence with a streamlined capital
structure and the ability to execute on their business plan.
14.

The RSA will also enable the Debtors to move through the chapter 11 process

quickly and efficiently, keeping restructuring costs to a minimum. This is not only a goal that
should be achievable in light of the broad level of consensus behind the RSA, it is a necessity.
A critical aspect of the Debtors’ business, and their future success, is their access to liquidity—
liquidity that is diminished every day the Debtors remain in chapter 11. Moreover, the RSA
requires it—by way of a covenant requiring that the Debtors have at least $300 million of
liquidity upon emergence. These goals require that these chapter 11 cases proceed with all due
expediency to the result that is in the best interests of the Debtors and their creditors.
Discussion
I.

SandRidge’s Businesses.
15.

The Debtors conduct their E&P activities primarily through their Debtor

subsidiary SandRidge Exploration and Production, LLC (“SandRidge E&P”).

These E&P

operations involve the capture and sale of oil and natural gas from domestic onshore
hydrocarbon basins.

Through oil and gas leases entered into with mineral rights owners

throughout the Debtors’ operating regions, the Debtors hold working interests in oil and gas
properties that provide for the right to drill and maintain wells in the applicable geographic areas.
6
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The Debtors operate these wells with the expectation of producing hydrocarbons. The Debtors
also transport the majority of their hydrocarbons by pipeline or tanker truck for sale to various
end users. After receipt of gross proceeds, the Debtors distribute funds to various working
interest holders, royalty interest holders, governmental entities, and other parties. The remaining
proceeds are retained as operating revenues.
A.

SandRidge’s History.
1.

16.

Founding and IPO.

The Debtors were founded in September 2006, after founder Tom L. Ward

acquired a controlling stake in its predecessor, Riata Energy Inc. (“Riata”). Riata was an E&P
company active primarily in West and East Texas. On November 21, 2006, Riata acquired NEG
Oil & Gas LLC from American Real Estate Partners, L.P. for approximately $1.5 billion in cash,
common stock, and the assumption of debt. Riata financed the cash portion of the acquisition
with a combination of debt and preferred and common stock financing. The NEG acquisition
increased the Riata’s holdings in its existing geographic areas of operation, including those in
West Texas, and added significant oil and gas properties in the Gulf Coast, the Gulf of Mexico,
Oklahoma, and Arkansas. After the NEG acquisition, Riata’s name was changed to SandRidge
Energy, Inc. in December 2006.
17.

The following year, on November 5, 2007, the Debtors executed an initial public

offering of equity (the “IPO”) with an approximately $3.7 billion market capitalization. The
Debtors’ common stock traded on the New York Stock Exchange from the IPO until its recent
delisting, discussed further below.
2.
18.

Expansion of the U.S. Onshore Oil and Gas Industry.

Leading up to the IPO, the oil and gas industry experienced significant

technological breakthroughs, including advances in hydraulic fracturing–or “fracking” and

7
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horizontal drilling. Specifically, the application of these technologies in unconventional resource
plays, such as tighter reservoirs and shales, caused a breakthrough opportunity that continues to
drive U.S. exploration and production.
19.

This improved technology (including fracking technology advancements coupled

with horizontal drilling) led to wide-spread development in natural gas and oil
production—especially from unconventional resource plays such as shale rock. Unconventional
wells developed using the fracking process typically produce a high percentage of reserves
quickly, usually in their first two years.

Therefore, unconventional wells developed using

fracking experience significant production declines during the first few years and their
production then flattens out over time. Because of the steep initial production decline of fracked
wells, E&P companies like the Debtors require constant capital investment in new drilling
projects to maintain stable production levels.
3.
20.

Evolution of SandRidge’s Geographic Focus.

Following the IPO, the Debtors’ business focused on natural gas production,

primarily from their Piñon field in West Texas. During the second half of 2008, however,
natural gas prices fell precipitously from a high of approximately $13.60 per thousand cubic feet
(“Mcf”) in July to as low as approximately $2.50 per Mcf in mid-2009. Today, natural gas
prices continue to hover at historically low levels and were recently $2.10 per Mcf.
21.

In response to the collapse in natural gas prices, the Debtors executed a series of

transactions in an effort to shift their focus from natural gas production to oil production which
expanded the geographic reach of the Debtors’ operations to oil producing areas, including the
Permian Basin in Texas (which was later divested) and the Mid-Continent. In particular, the
Debtors’ key E&P target in the Mid-Continent area is the Mississippian formation, which is an

8
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expansive carbonate hydrocarbon system located on the Anadarko Shelf in northern Oklahoma
and southern Kansas.
22.

On December 16, 2015, the Debtors closed the acquisition of the assets of

EE3, LLC for $192 million in cash. The transaction marked the Debtors’ entry into the Niobrara
Shale formation in Colorado’s North Park Basin. The North Park Basin acquisition provides the
Debtors the opportunity to apply advanced E&P techniques developed in the Mississippian to
new oil-focused properties with high growth potential.
4.
23.

Occidental Petroleum Settlement.

On January 21, 2016, the Debtors entered into a settlement agreement with Oxy

USA Inc. (“Oxy”), a subsidiary of Occidental Petroleum Corporation, with respect to certain
disputes arising out of a 30-year agreement for the removal and delivery of CO2 from natural gas
volumes produced by the Debtors in the Piñon field in West Texas. Under the terms of the
January 21, 2016 settlement, the Debtors transferred substantially all of their E&P and
midstream assets in the Piñon field to Oxy along with $11 million cash. The assets of Debtor
Piñon Gathering Company, LLC, which were a prerequisite to initiating meaningful dialogue
with Oxy, were included in the consideration conveyed to Oxy. The Debtors had previously
acquired the Piñon Gathering Company, LLC, which owned a gas gathering system in the Piñon
field, from EIG Global Energy Partners for approximately $48 million in cash and
$78 million of the Debtors’ senior secured notes.
24.

In exchange, Oxy released the Debtors from all past, current, and future claims

and obligations related to the gas treating agreement, which contained minimum CO2 delivery
volume commitments until 2041 that Oxy asserted were worth hundreds of millions of dollars,
and the parties agreed to dismiss related litigation. The Piñon field asset transfer continued the
Debtors’ shift in geographic focus from West Texas to the Mid-Continent. After closing the
9
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settlement, the Debtors’ remaining material activities in Texas consist of the operation of the oil
and gas properties underlying the SandRidge Permian Trust, discussed further below.
B.

SandRidge’s Assets and Operations.

25.

As of December 31, 2015, the Debtors had interests in approximately 4,300 gross

producing wells, a substantial majority of which they operate, and approximately 2,063,000
gross total acres under lease, and had estimated proved reserves of 324.6 MMBoe, of which
approximately 80% were proved developed. The Debtors are currently running one drilling rig
in the Mid-Continent, and are also utilizing one drilling rig to develop their newly acquired
135,000 net acre position in the North Park Basin, in Colorado.
26.

The Debtors utilize “midstream” services, which involve the gathering,

transportation, and processing of produced hydrocarbons, from various third-party providers.
The Debtors also maintain certain of their own midstream assets, including electrical
infrastructure, pipelines, and saltwater gathering and disposal systems. The Debtors conduct
these activities through one or more of their subsidiaries, including various of the other Debtors
in these chapter 11 cases.

A detailed corporate organizational chart is attached hereto as

Exhibit B.
1.
27.

Upstream Activities.

As discussed above, the Debtors presently conduct their core E&P operations in

the Mid-Continent, in a carbonate formation known as the Mississippian, located on the
Anadarko Shelf in northern Oklahoma and southern Kansas. The Debtors are also increasingly
focusing operations on their recently-acquired properties in the North Park Basin, in Colorado.
Additionally, the Debtors operate producing oil and gas wells in West Texas, which are subject
to royalty interests held by SandRidge Permian Trust, as discussed further below. In 2015, the

10

Case 16-32488 Document 22 Filed in TXSB on 05/16/16 Page 11 of 137

Debtors’ E&P activities yielded total production of approximately 30 MMboe and adjusted
EBITDA of approximately $528 million.

The Debtors’ areas of operation

a.
28.

The Mid-Continent.

The Debtors have proved reserves in the Mid-Continent of approximately

259.1 MMboe, primarily in the Mississippian, which yielded average production of
approximately 59.5 thousand barrels of oil equivalent (“Mboe”) per day in December 2015.
Conventional E&P activities, using vertical rather than horizontal drilling, have been underway
in the Mississippian for over 50 years.

With the introduction of horizontal drilling, the

Mississippian experienced an increase in activity beginning around 2009, coinciding with the
Debtors’ expansion into the formation. During this period, the Debtors competed with other
major E&P companies for acreage and production opportunities in the formation.
29.

This increase in activity, however, was ultimately tempered by broad-market

declines in the E&P industry and operational challenges unique to the region, including complex

11
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geological characteristics. One of these challenges is the Mississippian’s relatively high ratio of
produced saltwater to produced oil and gas. During the normal production of oil and gas,
saltwater mixed with hydrocarbon byproducts comes to the surface; its separation and disposal
increases production costs. Low hydrocarbon production volumes and higher than expected
production costs caused many operators to reduce activity in the Mississippian. The Debtors
believed that their infrastructure footprint and reduced drilling costs provided an advantage in
developing the Mississippian.

The Debtors’ focus areas in the Mississippian Lime formation

30.

The Debtors employ a number of strategies to achieve competitive returns in the

Mississippian. This includes aggressive cost reduction initiatives and an innovative multilateral
drilling program. In 2015, the Debtors succeeded in reducing drilling and completion costs in
the Mississippian from an average of approximately $3 million per lateral in 2014 to an average
of approximately $2 million per lateral in 2016. This was the result of efficiency gains, service
cost reductions, and expansion of their multilateral drilling program. Multilateral wells are an

12
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innovation in horizontal drilling through which multiple branches of horizontal wellbores extend
from the primary vertical wellbore, increasing the capital efficiency of each well.
31.

The Debtors also make use of state-of-the art saltwater gathering and disposal

systems. Through their proprietary systems, the Debtors transport produced saltwater through
their own pipeline infrastructure to saltwater disposal wells, where it is treated and reinjected
into disposal reservoirs. The Debtors’ saltwater gathering system is critical to mitigating the
costs of disposing the relatively high volume of saltwater produced from the Mississippian.
b.
32.

North Park Basin.

The Debtors recently acquired approximately 135,000 net acres in Jackson

County, Colorado in the North Park Basin. The North Park Basin’s Niobrara shale formation has
a proven production history and long-lived reserves. The Debtors anticipate that the North Park
Basin will be a key focus area for the Debtors’ future growth, and, with this acquisition, the
Debtors intend to apply their core competencies in developing medium depth formations and
deploy their expertise in multi-stage fracture simulation, artificial lift, and extended and multilateral wellbore designs.
33.

The Debtors believe their expertise and experienced approach will enhance the

value of the Niobrara shale in the North Park Basin.

The Debtors estimate there to be

approximately 27.6 MMboe of proved reserves in the North Park Basin, of which approximately
81% is anticipated to be oil. As this field is largely undeveloped, the Debtors also believe there
are significant unproven reserves which could provide a platform of sustained development over
many years. Significant investment in midstream infrastructure will be necessary to realize the
full potential of this basin.

13
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The Debtors’ North Park Basin assets

c.
34.

The Royalty Trusts.

The Debtors also operate oil and gas properties underlying three royalty trusts: the

SandRidge Mississippian Trust I, SandRidge Mississippian II, and SandRidge Permian Trust
(collectively, the “Royalty Trusts”). To establish the Royalty Trusts, SandRidge E&P conveyed
term and perpetual overriding royalty interests in certain oil and natural gas properties to the
Royalty Trusts. An overriding royalty interest entitles the holder to a percentage of net mineral
production from the applicable well before the deduction of, and free of any obligation for,
operating expenses and capital expenditures. In exchange for the conveyance of these overriding
royalty interests, the Debtors received a minority of the units in each of the Royalty Trusts and
the proceeds of a public offering of the majority of units in each of the Royalty Trusts.
35.

Each of the Royalty Trusts conducted an initial public offering of its ownership

units, which took place in 2011 and 2012 and raised gross proceeds to the Debtors of
approximately $1.5 billion.

Currently, approximately 74% of the SandRidge Mississippian

Trust I units, 75% of the SandRidge Permian Trust, and 62% of the SandRidge Mississippian

14
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Trust II units are publically held. SandRidge E&P holds the remaining units in each of the
Royalty Trusts. The Debtors are party to administrative services agreements with each of the
Royalty Trusts. Under those agreements, the Debtors provide certain administrative services to
the Royalty Trusts for a specified fee plus the reimbursement of reasonable and necessary
expenses.
2.
36.

Midstream Activities.

As previously discussed, the Debtors maintain

certain of their own infrastructure in rural Oklahoma and Kansas
that they use to provide services to facilitate lower-cost
operations.

These services are primarily provided by the

Debtors’ wholly-owned subsidiary, SandRidge Midstream, Inc.
(“Midstream”). The Debtors’ saltwater gathering and disposal
system, constructed beginning in 2007, and their electrical
infrastructure, constructed beginning in 2009, assist the
company in the economically efficient production of oil and
natural gas.

The saltwater gathering and disposal system

reduces the overall cost of saltwater disposal, which directly
reduces production costs. The Debtors maintain approximately
158 active saltwater gathering wells in the Mid-Continent and Permian Basin, and the saltwater
gathering system gathers and disposes of approximately 753,000 barrels of water per day. The
Debtors’ electrical infrastructure, which consists of approximately 1,000 miles of power lines
and six substations, coordinates the delivery of electricity to their Mid-Continent operations at a
lower cost than electricity provided by on-site generation.

15
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3.
37.

Hedging Portfolio.

To provide insulation against declining oil and natural gas prices, the Debtors

have historically maintained a hedging portfolio of oil and natural gas swaps, collars, and other
derivatives.

These commodity derivative instruments generally provide cash settlement

payments to the Debtors when prevailing oil and gas prices are below contract prices on the
settlement date. By removing some measure of price volatility associated with production, the
Debtors’ hedging portfolio has helped mitigate the effects of the sustained decline in commodity
prices. The hedging portfolio had a fair value of approximately $46 million as of the Petition
Date. The parties to the RSA that are counterparties to hedges with the Debtors have agreed not
to terminate or liquidate their hedges on a postpetition basis.
4.
38.

Other Assets.

Debtor SandRidge Realty, LLC, a direct subsidiary of the Debtors, also owns real

estate in downtown Oklahoma City that serves as the Debtors’ headquarters complex, consisting
of the SandRidge Tower, the Broadway Kerr Parking Facility, and the Parkside Building. The
SandRidge Tower is one of the tallest buildings in Oklahoma City and consists of Class A-Plus
office space.
39.

In 2016, the Debtors began a significant reduction in activity of another of their

wholly-owned oil and gas field services company, Debtor Lariat Services, Inc. (“Lariat”).
Through the reduction in activity, the Debtors are seeking to monetize many of Lariat’s fixed
assets, which include drilling rigs and other heavy equipment.
II.

SandRidge’s Capital Structure.
40.

As of the Petition Date, the Debtors have approximately $4.1 billion in total

funded debt. This consists of $459 million under the reserve-based first lien credit facility
(which includes approximately $449 million of borrowings and approximately $10 million in

16

Case 16-32488 Document 22 Filed in TXSB on 05/16/16 Page 17 of 137

letters of credit), $1.328 billion principal amount of second lien notes, $2.225 billion principal
amount of unsecured senior notes, and $88 million remaining principal amount of unsecured
convertible notes. The Debtors also have two series of preferred stock with an aggregate
liquidation preference of $525 million.
41.

The following table depicts the Debtors’ prepetition capital structure:

Approx.
Principal
($mm)

Debt

First Lien Credit Facility

Approx.
Accrued
Interest
($mm)

Approx.
Principal
and Accrued
Interest
($mm)

459

1

460

1,328

53

1,381

8.75% Unsecured Senior Notes due 2020

396

12

407

7.5% Unsecured Senior Notes due 2021

758

9

767

8.125% Unsecured Senior Notes due 2022

528

4

531

7.5% Unsecured Senior Notes due 2023

544

10

554

2,225

35

2,260

8.125% Unsecured Convertible Notes due 2022

41

0

41

7.5% Unsecured Convertible Notes due 2023

47

1

48

Total Unsecured Notes

88

1

89

4,100

90

4,189

Second Lien Notes

Total Unsecured Senior Notes

Total Debt

Preferred Stock

Approx. Liquidation Preference

8.5% Preferred Stock

265

7.0% Preferred Stock

260

Total Preferred Stock

525

17
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A.

First Lien Revolving Credit Facility.

42.

The Debtors have a reserve-based revolving first lien credit facility (the “First

Lien Credit Facility”) under the Fourth Amended and Restated Credit Agreement, dated as of
June 10, 2015 (as subsequently amended, the “First Lien Credit Agreement”), with the other
Debtor parties thereto, as guarantors, Royal Bank of Canada, as administrative agent, and the
lender parties thereto.3 The First Lien Credit Agreement is subject to a borrowing base that the
agent and lenders may adjust based on the value of the Debtors’ oil and gas reserves.
43.

The First Lien Credit Agreement has been amended twice, most recently on

October 16, 2015.

On January 22, 2016, the Debtors borrowed the maximum amount then

available under the First Lien Credit Agreement.

As of the Petition Date, approximately

$449 million borrowings and approximately $10 million of letters of credit are outstanding under
the First Lien Credit Facility.
44.

The First Lien Credit Facility bears interest at a floating rate—currently LIBOR

plus 2.75% based on the borrowing base utilization—and matures in 2020, subject to a springing
maturity.

The obligations under the First Lien Credit Facility are secured by perfected

first-priority liens in substantially all of the Debtors’ assets, including, among other things,
ownership interests in the Guarantors and their subsidiaries, oil and gas assets, proceeds of
collateral, and the Debtors’ and the Guarantors’ securities accounts (collectively, the
“Collateral”).

3

The guarantors under the First Lien Credit Agreement are CEBA Gathering, LLC, Integra Energy, L.L.C.,
Lariat Services, Inc., SandRidge Exploration and Production, LLC, SandRidge Holdings, Inc., SandRidge
Midstream, Inc., SandRidge Operating Company, and Piñon Gathering Company, LLC (collectively,
the “Guarantors”).

18
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B.

Second Lien Notes.

45.

The Debtors have approximately $1.328 billion principal amount of outstanding

8.75% senior secured second lien notes due 2020 (the “Second Lien Notes”), issued under the
Indenture, dated June 10, 2015, with the Guarantors and U.S. Bank National Association, as
indenture trustee (the “Second Lien Notes”). The Second Lien Notes mature in 2020 and require
semiannual coupon payments at an interest rate of 8.75% per year. The Second Lien Notes are
secured by perfected second-priority liens on the same Collateral securing the First Lien Credit
Facility. An intercreditor agreement, among the Royal Bank of Canada, as the agent under the
First Lien Credit Facility, and U.S. Bank National Association, as the Second Lien Notes trustee,
governs the relative rights of the parties thereto and provides other protections for the benefit of
such parties.
C.

Unsecured Senior Notes.

46.

The Debtors have approximately $2.225 billion in principal outstanding on four

series of unsecured senior notes (the “Unsecured Senior Notes”) issued under four separate
Indentures, dated December 16, 2009, March 15, 2011, April 17, 2012, and August 20, 2012,
with the Guarantors and Wells Fargo Bank National Association, as indenture trustee. The four
series Unsecured Senior Notes are due in 2020, 2021, 2022, and 2023 and require semiannual
coupon payments at 8.75%, 7.5%, 8.125%, and 7.5% per year, respectively.
D.

Unsecured Convertible Notes.

47.

The Debtors have approximately $88 million in remaining principal outstanding

on two series of unsecured convertible notes (the “Unsecured Convertible Notes” and, together
with the Unsecured Senior Notes, the “Unsecured Notes”) issued under two separate Indentures,
each dated August 19, 2015, with the Guarantors and U.S. Bank National Association, as
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indenture trustee. The Unsecured Convertible Notes mature in 2022 and 2023 and require
semiannual coupon payments at interest rates of 8.125% and 7.5% per year, respectively.
48.

The obligations under the Unsecured Convertible Notes are equal in priority of

payment to the obligations under the Unsecured Senior Notes. The Convertible Notes are
convertible before maturity at the option of the holder to 363.6 shares of common stock per
$1,000 in principal amount, subject to certain adjustments. Conversions before August 19, 2017,
entitle the holder to an early conversion payment payable in cash.
E.

Preferred and Common Stock.

49.

The Debtors have two series of preferred stock issued and outstanding: (a) the

8.5% convertible perpetual preferred stock and (b) the 7.0% convertible perpetual preferred stock
(together, the “Preferred Stock”).

The 8.5% Preferred Stock has an aggregate liquidation

preference of approximately $265 million.

The 7.0% Preferred Stock has an aggregate

liquidation preference of approximately $260 million. Dividends on the Preferred Stock are
required to be paid quarterly in cash or common stock at the Debtors’ election. The Debtors
ceased paying cash dividends on the Preferred Stock after the first quarter of 2015.
50.

The Debtors’ common stock traded on the New York Stock Exchange, under

ticker symbol “SD,” before it was delisted due to “abnormally low” trading levels in January
2016. It now trades on the OTC Markets exchange under ticker symbol “SDOC.”
III.

Events Leading Up to the Restructuring.
51.

The Debtors’ difficulties are consistent with those faced industry-wide. E&P

companies and others have been challenged by low natural gas prices for years. Natural gas
prices continue to hover at historically low levels from a high of approximately $12.00 MMBtu
in April 2008 to near $1.99 per MMBtu in April 2016. More recently, the price of crude oil has
undergone a similarly steep decline: the price of West Texas intermediate crude oil is currently
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approximately $45 per barrel as of the Petition Date and dropped as low as $26 in January 2016,
down from prices of well above $90 per barrel, as recently as July 2014.
52.

These market conditions have affected oil and gas companies at every level of the

industry around the world. All companies in the oil and gas industry (not just E&P companies)
have felt these effects. Independent E&P companies have been especially hard-hit, as their
revenues are generated from the sale of unrefined oil and gas. Dozens of oil and gas companies
have filed for chapter 11 in 2015 and 2016.

Decline of oil and natural gas prices over time

53.

Despite these commodity price declines, the Debtors believe they have ample

liquidity both to fund their chapter 11 cases and their post-emergence business plan. The
Debtors achieved this result through key operational and financial responses to the deteriorating
market, as well as a proactive approach to addressing leverage concerns. Specifically, the
Debtors determined that proactively pursuing a comprehensive balance sheet restructuring was
preferable to a more passive approach, which could ultimately have led to a less organized or
less consensual chapter 11 filing at a later date, with less liquidity.
A.

Operational Responses.

54.

As discussed above, in response to the oil and gas crisis, the Debtors implemented

operational initiatives to reduce costs and increase efficiencies.
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management strategy focused on increasing asset value through innovation and cost reduction, as
opposed to a focus on top-line growth. To implement this strategy, the Debtors enforce strict
capital discipline, targeting a specified minimum internal rate of return on all projects. The
Debtors continue to focus on further reducing costs in the Mississippian while becoming a cost
leader in the Niobrara.
55.

In particular, throughout 2015, the Debtors reduced rig counts to focus on

high-return areas and well cost reductions. During the period from 2014 to current, the Debtors
reduced activity from a peak of 35 rigs to two rigs in order to allocate capital to the highest
return areas and preserve liquidity. In 2015, drilling and completion costs in the Mississippian
were substantially reduced through efficiency gains, service cost savings, and expansion of the
Debtors’ advanced multilateral drilling program. The Debtors have identified and are executing
on opportunities to realize additional operational savings in 2016.

Leading up to the

Petition Date, the Debtors have also reduced general and administrative expenses, including
significant reductions in force.
B.

Financial Responses.

56.

During this period of reduced commodity prices, the Debtors took various steps to

address their liquidity. This included the private offering of their $1.25 billion of Second Lien
Notes and a substantially new First Lien Credit facility with improved covenants and access to
liquidity. Proceeds of the Second Lien Notes offering were used to fully repay amounts then
outstanding under the First Lien Credit Facility with the remainder available for general
corporate purposes.
57.

In addition to addressing liquidity, the Debtors also undertook efforts to

deleverage their balance sheet. In May 2015, the Debtors entered into an exchange agreement
under which the Debtors issued shares of their Common Stock in exchange for an aggregate
22
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$50 million principal amount of Unsecured Senior Notes.

This set the stage for a program to

repurchase Unsecured Senior Notes and, in particular, exchange Unsecured Senior Notes for
Unsecured Convertible Notes.

Under this program, the Debtors repurchased an aggregate

approximately $350 million principal amount of Unsecured Senior Notes for approximately
$124.5 million, substantially reducing leverage. The Debtors also exchanged approximately
$575 million principal amount of Unsecured Senior Notes for an equal principal amount of
Unsecured Convertible Notes, approximately $487 million principal amount of which have
subsequently converted to Common Stock, further reducing leverage. Since 2015, the Debtors
reduced unsecured indebtedness by approximately $887 million through innovative deleveraging
transactions.
C.

Revolver Draw.

58.

At the outset of 2016, the First Lien Credit Facility was undrawn with

approximately $489 million of availability, net of approximately $11 million in outstanding
letters of credit. To ensure full access to this liquidity, the Debtors borrowed the full availability,
which was funded on January 22, 2016. Access to these borrowings, which in the Debtors’ view
was the least expensive funded source of liquidity available, proved critical both in restructuring
negotiations and to fund the Debtors’ ongoing restructuring efforts and going forward operations
after their emergence from chapter 11.
D.

Discussions with Creditors.

59.

Beginning in 2016, the Debtors organized and commenced comprehensive

restructuring negotiations with creditors, including the agent and lenders under the First Lien
Credit Facility, an ad hoc group of holders of Second Lien Notes, and an ad hoc group of holders
of Unsecured Senior Notes.
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60.

Substantive discussions began in late January 2016. On January 25, 2016, the

agent under the First Lien Credit Facility accelerated these discussions when it issued a notice to
the Debtors of a special borrowing base redetermination. Discussions with the First Lien Credit
Facility group focused on the amount of a cash repayment, both before and after a restructuring,
the terms of a replacement exit facility, and the terms of consensual use of cash collateral and
adequate protection.
61.

Around the same time, the Debtors initiated discussions with the advisors to the

Second Lien Notes group, which accelerated after principals executed nondisclosure agreements.
Soon thereafter, the Debtors began a similar process with the Unsecured Senior Notes group to
develop a consensual solution. Discussions with these two groups focused around the full
equitization of the Second Lien Notes, the allocation of new common stock between the two
tranches of debt, other potential forms of consideration in a restructuring, the need to preserve
existing liquidity, and the need to potentially raise additional liquidity for the Debtors upon
emergence.
62.

These discussions continued in the weeks that followed, and the parties made

progress. On February 12, 2016, to facilitate ongoing negotiations with the lenders under the
First Lien Credit Facility around a restructuring exit facility, in the midst of the ongoing
borrowing base redetermination and as a condition to meaningful concessions from the Second
Lien Notes group—including a commitment to deliver a proposal to the Debtors and the
Unsecured Senior Notes group that would equitize all of the Second Lien Notes and would
provide significant value for unsecured creditors—the Debtors moved the proceeds of the
January draw request to a perfected securities account. These steps served to maximize the
Debtors’ ability to achieve a consensual comprehensive restructuring in the weeks that followed.
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63.

Nonetheless, on March 11, 2016, after negotiations failed to lead to an immediate

resolution, the administrative agent of the First Lien Credit Facility notified the Debtors that the
lenders had elected to reduce the borrowing base to $340 million pursuant to a special
redetermination. In response to this redetermination, the Debtors elected an option under the
First Lien Credit Agreement to encumber additional oil and gas properties.
64.

On March 30, 2016, the Debtors filed their annual report on Form 10-K, which

included a going-concern qualification from their auditor, triggering a default under the First
Lien Credit Facility. This default was subject to a grace period that was conditionally waived
through the Petition Date in connection with the negotiation of and execution of the RSA and the
attendant $40 million paydown on the First Lien Credit Agreement.
E.

Restructuring Support Agreement.

65.

In the period leading up to the Petition Date, the Debtors provided advisors and

principals substantial due diligence, and the parties held numerous meetings and telephone
conferences among both advisors and principals over months of hard-fought, arms’ length
negotiations. On May 11, 2016, as a result of these efforts, the Debtors entered into the RSA
with holders of approximately 98% by principal amount of claims under the First Lien Credit
Facility, approximately 79% by principal amount of Second Lien Notes, and approximately 55%
by principal amount of Unsecured Senior Notes. Upon execution of and as a component of the
RSA, the Debtors permanently repaid approximately $40 million in borrowings under the First
Lien Credit Facility. The First Lien Credit Facility parties provided a waiver of defaults through
May 31, 2016.
66.

The RSA contemplates a plan of reorganization that will implement a massive

deleveraging of the Debtors’ balance sheet, equitizing approximately $3.7 billion of a total
approximately $4.1 billion of prepetition funded debt. The following table depicts the key terms
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of the RSA, which is qualified in its entirety by the definitive documentation attached hereto as
Exhibit C:
Treatment of Key Claims and Interests
First Lien
Credit Facility

• Participation in a new $425 million reserve-based revolving first
lien exit facility (the “New First Lien Exit Facility”).
• $35 million in cash.
• New $300 million unsecured mandatorily-convertible note that
converts to equity no later than four years after the Plan effective
date (the “New Convertible Debt”).

Second Lien Notes

• 85% of new common stock in the reorganized Debtors (the “New
Common Stock”), measured after conversion of the New
Convertible Debt, subject to dilution by the Employee Incentive
Plan, the Rights, and the Warrants (each as defined below).
• Pro rata share of the Rights, if applicable.
• $10 million in cash.
• Cash proceeds from the sale of a $35 million mortgage note on
certain of the Debtors’ real property (the “New Building Note”).

Unsecured Claims

• 15% of the New Common Stock, measured after conversion of the
New Convertible Debt, subject to dilution by the Employee
Incentive Plan, the Rights, and the Warrants.
• Pro rata share of the Rights, if applicable, and the Warrants.

Existing Interests

• Canceled and released without recovery.
New First Lien Exit Facility
• $425 million reserve-based revolving credit facility.

Facility

• $20 million letter of credit sub-limit.

Interest Rate

• LIBOR + 4.75% (with a LIBOR floor at 1.00%).

Maturity

• The earlier of March 31, 2020 or 40 months from the effective date
of the Plan.

Collateral

• First-priority liens in all the capital stock, cash accounts (subject to
control agreements), and substantially all other tangible assets
(other than the Debtors’ Oklahoma City headquarters complex)
and intangible assets.
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• First-priority perfected mortgages on at least 95% of the PV-9
value of proved developed producing reserves (“PDP”) and proved
reserves (including in the North Park Basin).
• $425 million on Plan effective date.
• No redeterminations from the Plan effective date through
October 2018 (the “Protected Period”), unless elected by the
reorganized Debtors.
Borrowing Base

• Scheduled semiannual redeterminations thereafter in May and
November of each year.
• Unscheduled redeterminations up to once a year at the request of
the lenders and up to twice a year at the request of the reorganized
Debtors.

Cash Collateral
Account

• $50 million in cash to be held as cash collateral in an account
maintained with the administrative agent during the Protected
Period.
• Cash released in specified increments upon satisfaction of certain
conditions or upon expiration of the Protected Period.
• Affirmative and negative covenants substantially consistent with
existing First Lien Credit Agreement.
• Through the Protected Period, minimum proved developed
producing (“PDP”) asset coverage ratio of 1.75 to 1.0.
• After the Protected Period,

Covenants

• maximum total net leverage ratio of 3.5 to 1.0 for fiscal year
2017 and 2018 and 3.0 to 1.0 thereafter, in each case excluding
the New Convertible Debt; and
• minimum interest coverage ratio of 2.0:1.0.
• Commencing on the Plan effective date,
• minimum liquidity of $20 million (excluding the cash
collateral account); and
• minimum of 80% of the capital drilling and completion budget
must be spent on authorization for expenditures associated with
projects with a minimum 15% internal rate of return.

Conditions Precedent

• Minimum liquidity of not less than $300 million upon the Plan
effective date.
• 70% of total PV-9 title threshold.
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• Other customary conditions.
Means of Implementation
• $300 million principal amount with 15% interest payable in-kind
semi-annually.
• Mandatorily converts to 26.1% of New Common Stock (measured
at the effective date of the Plan) upon the occurrence of specified
events but no later than four years after Plan effective date, at
which point it will convert to 46.5% of the New Common Stock.
New Convertible Debt

• Springing second liens in same collateral as New First Lien Exit
Facility.
• Full amount of the new convertible debt is secured upon
springing of the lien; provided that if the holders of the new
convertible debt no longer hold certain majorities of the New
Common Stock at the time the lien springs, the springing lien
would be secured by $100 million of principal amount.
• Springs upon certain contingencies reasonably expected to
result in a material adverse effect.
• $35 million non-recourse mortgage note issued by reorganized
SandRidge Realty, LLC with a five-year maturity.
• Secured by first priority mortgages on the Debtors’ Oklahoma City
headquarters complex.

New Building Note

• Commitment under the RSA of certain holders of Senior
Unsecured Notes to purchase the New Building Note for
$20 million cash, to be distributed to holders of general unsecured
claims under the Plan.
• Interest payable at 6% interest in the year after the Plan effective
date, 8% in the second year after the Plan effective date, and 10%
thereafter.
• Payable in kind through the first six-months after the
refinancing or maturity of the New First Lien Exit Facility
• Issuance of cashless exercise warrants to purchase 12.5% of the
New Common Stock (the “Warrants”).

Warrants

• Exercise price of $1.625 billion aggregate value of the New
Common Stock at the trailing 30-day New Common Stock average
price.
• Exercisable at any time, in whole or in part, before the sixth
anniversary of the Plan effective date.

28

Case 16-32488 Document 22 Filed in TXSB on 05/16/16 Page 29 of 137

Rights Offering

• Until the earlier of (x) 30 days following the entry of the disclosure
statement order, (y) 15 days before the date of the confirmation
hearing set forth in the disclosure statement order, or (z) 90 days
after the Petition Date, creditor parties to the RSA have the
exclusive right to purchase up to $150 million of New Common
Stock at an equity valuation of the lesser of $1.215 billion or 90%
of the equity value under the Plan (the “Rights Offering Equity”).
• Thereafter, the Debtors shall have the right to sell or offer to other
parties any Rights Offering Equity that is not already allocated (the
“Rights”); provided that such other parties are subject to the
consent of the creditor parties to the RSA, such consent not to be
unreasonably withheld.
• All RSA parties consent to the use of cash collateral during the
term of the RSA, subject to the following adequate protection
terms:
• current payment of interest under the First Lien Credit Facility
at the non-default rate;

Consensual Use of
Cash Collateral

• accrual of interest under the First Lien Credit Facility at the
difference between the non-default and post-default rates (such
additional amount to be satisfied in full by the specified
treatment under the Plan);
• accrual of interest on the Second Lien Notes at the non-default
contract rate;
• payment of reasonable fees and expenses of the RSA parties;
• liens on unencumbered assets, replacement liens on all other
assets, and superpriority claims for any diminution in value of
collateral securing the First Lien Credit Facility and Second
Lien Notes; and
• modification of the automatic stay.

IV.

First Day Motions.
67.

Contemporaneously herewith, the Debtors have filed a number of First Day

Motions seeking orders granting various forms of relief intended to stabilize the Debtors’
business operations, facilitate the efficient administration of these chapter 11 cases, and expedite
a swift and smooth restructuring of the Debtors’ balance sheet. I have reviewed each of the First
Day Motions. I believe that the relief requested in the First Day Motions is necessary to allow
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the Debtors to operate with minimal disruption during the pendency of these chapter 11 cases. A
description of the relief requested and the facts supporting each of the First Day Motions is
detailed in Exhibit A.
[Remainder of page intentionally left blank.]
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EXHIBIT A
Evidentiary Support for First Day Motions
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EVIDENTIARY SUPPORT FOR FIRST DAY MOTIONS1
Administrative and Procedural Motions
I.

Debtors’ Emergency Motion for Entry of an Order Directing Joint Administration
of Related Chapter 11 Cases (“Joint Administration Motion”).
1.

Pursuant to the Joint Administration Motion, the Debtors request entry of an order

directing procedural consolidation and joint administration of these chapter 11 cases. Given the
integrated nature of the Debtors’ operations, joint administration of these chapter 11 cases will
provide significant administrative convenience without harming the substantive rights of any
party in interest. Many of the motions, hearings, and orders in these chapter 11 cases will affect
each Debtor entity. The entry of an order directing joint administration of these chapter 11 cases
will reduce fees and costs by avoiding duplicative filings and objections. I believe that parties in
interest will not be harmed by the relief requested, but instead will benefit from the cost
reductions associated with the joint administration of these chapter 11 cases. Accordingly, I
believe that the joint administration of these chapter 11 cases is in the best interests of their
estates, their creditors, and all other parties in interest.
II.

Debtors’ Emergency Motion for Entry of an Order Extending the Time to File
Schedules of Assets and Liabilities, Schedules of Current Income and Expenditures,
Schedules of Executory Contracts and Unexpired Leases, and Statements of
Financial Affairs (“SOFA Extension Motion”).
2.

Pursuant to the SOFA Extension Motion, the Debtors seek entry of an order

extending the deadline by which the Debtors must file their schedules of assets and liabilities,
schedules of current income and expenditures, schedules of executory contracts and unexpired
leases, and statements of financial affairs by 30 days, for a total of 44 days from the Petition

1

Capitalized terms used but not defined herein have the meanings ascribed to them in the applicable First Day
Motion.
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Date, through and including June 29, 2016, without prejudice to the Debtors’ ability to request
additional extensions for cause shown.
3.

To prepare their Schedules and Statements, the Debtors will have to compile

information from books, records, and documents relating to hundreds of claims, assets, and
contracts from each Debtor entity. Accordingly, collection of the necessary information will
require a significant expenditure of time and effort on the part of the Debtors and their
employees. Additionally, because numerous invoices related to prepetition goods and services
have not yet been received and entered into the Debtors’ accounting system, it may be some time
before the Debtors have access to all of the information required to prepare the Schedules and
Statements.
4.

In the days leading up to the Petition Date, the Debtors’ primary focus has been

preparing for these chapter 11 cases. I believe that focusing the attention of key personnel on
critical operational and chapter 11 compliance issues during the early days of these chapter 11
cases will facilitate the Debtors’ smooth transition into chapter 11, thereby maximizing value for
their estates, their creditors, and other parties in interest.
III.

Debtors’ Emergency Motion for Entry of an Order (I) Authorizing the Debtors to
File a Consolidated List of Creditors and a Consolidated List of the 50 Largest
Unsecured Creditors, (II) Authorizing the Debtors to Redact Certain Personal
Identification Information for Individual Creditors, and (III) Approving the Form
and Manner of Notifying Creditors of the Commencement of These Chapter 11
Cases and Other Information (“Creditor Matrix Motion”).
5.

Pursuant to the Creditor Matrix Motion, the Debtors seek entry of an order

(a) authorizing the Debtors to file a consolidated creditor matrix and list of the 50 largest general
unsecured creditors in lieu of submitting separate mailing matrices and creditor lists for each
Debtor, (b) authorizing the Debtors to redact certain personal identification information for
individual creditors, and (c) approving the form and manner of notice of commencement of these
2
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chapter 11 cases and the scheduling of the meeting of creditors under section 341 of the
Bankruptcy Code.
6.

The preparation of separate lists of creditors for each Debtor would be expensive,

time consuming, and administratively burdensome. I believe that the permitting the Debtors to
maintain a single consolidated list of creditors, in lieu of filing a separate creditor matrix for each
Debtor, will maximize the value of the Debtors’ estates and is in the interests of all of the
Debtors’ stakeholders.
IV.

Debtors’ Emergency Application for Appointment of Prime Clerk LLC as Claims,
Noticing, and Solicitation Agent (“Claims Agent Application”).
7.

Pursuant to the Claims Agent Application, the Debtors seek entry of an order

appointing Prime Clerk LLC as the Claims and Noticing Agent for the Debtors in their chapter
11 cases to (i) serve as the noticing agent to mail notices to the estates’ creditors, equity security
holders, and parties in interest, (ii) provide computerized claims, objection, solicitation, and
balloting database services, and (iii) provide expertise, consultation, and assistance in claim and
ballot processing and other administrative services with respect to the Debtors’ bankruptcy cases,
pursuant to the provisions of the Engagement Agreement.
8.

Although the Debtors have not yet filed their schedules of assets and liabilities,

they anticipate that there will be tens of thousands of persons and entities to be noticed and that
many of these parties will file claims. In view of the number of anticipated claimants and the
complexity of the Debtors’ businesses, I believe that the appointment of a claims and noticing
agent will provide the most effective and efficient means of, and relieve the Debtors and/or the
Clerk’s Office of the administrative burden of, noticing, administering claims, and soliciting and
tabulating votes and is in the best interests of both the Debtors’ estates and their creditors.

3
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Operational Motions
V.

Debtors’ Emergency Motion for Interim and Final Orders Authorizing
(I) Postpetition Use of Cash Collateral, (II) Granting Adequate Protection to
Prepetition Lenders Pursuant to 11 U.S.C. §§ 105, 361, 362, 363, and 507,
Bankruptcy Rules 2002, 4001, and 9014, and Bankruptcy Local Rule 4002-1, and
(III) Scheduling a Final Hearing Pursuant to Bankruptcy Rule 4001(B) (“Cash
Collateral Motion”).
A.

The Debtors’ Need to Use Cash Collateral.

9.

The Debtors use cash on hand and cash flow from operations to fund their

working capital needs, capital expenditures, and for other general corporate purposes.

An

inability to use these funds during these chapter 11 cases would eviscerate the Debtors’ business
operations.

Without access to Cash Collateral, the Debtors and their estates would suffer

immediate and irreparable harm.
10.

A significant portion of the Prepetition Collateral includes oil and gas properties

and related assets (including real property and personal property related thereto) on which the
Prepetition Secured Parties have liens, including the oil and gas extracted by the Debtors from
those properties and the proceeds generated from sales thereof. The Debtors’ business model is
predicated upon their ability to maximize the value of their oil and gas assets, bring them to
market, and utilize the proceeds in their business operations. Thus, the orderly continuation of
the Debtors’ operations and the preservation of their going concern value is largely dependent
upon their ability to regularly convert the Prepetition Collateral into Cash Collateral and use it in
their operations. Moreover, there is a milestone for entry of the Interim Order under the RSA.
11.

The Debtors also rely on the encumbered cash generated from their operations to

fund working capital, capital expenditures, research and development efforts, and for other
general corporate purposes. During these chapter 11 cases, the Debtors will need this operating
revenue to satisfy payroll, pay suppliers, meet overhead, pay expenses pursuant to joint operating
4
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agreements for properties operated by the Debtors, satisfy joint interest billings for properties
where the Debtors are a non-operating working interest holder, and make any other payments
that are essential for the continued management, operation, and preservation of the Debtors’
businesses. The ability to satisfy these expenses as and when due is essential to the Debtors’
continued operation of their businesses during the pendency of these cases.
12.

The Debtors seek authority to use Cash Collateral for working capital, general

corporate purposes, administrative costs and expenses of these chapter 11 cases, and adequate
protection payments to the Prepetition Secured Parties.
13.

The Debtors, with the assistance of their advisors, have developed a 13-week cash

flow forecast and Budget for the use of Cash Collateral during the interim period. The Debtors
believe that the Budget establishes that the Debtors will have adequate liquidity during the
interim period. The Budget contains line items for each category of cash flows anticipated to be
received or disbursed during the time period for which the Budget is prepared. The Debtors
believe that the Budget includes all reasonable, necessary, and foreseeable expenses to be
incurred in connection with the operation of their business for the period set forth in the Budget.
B.

The Debtors’ Proposed Grant of Adequate Protection to Use Cash Collateral
Is Appropriate.

14.

The Debtors intend to provide the First Lien Secured Parties with adequate

protection, which includes:

(a) allowed superpriority administrative claims pursuant to

section 507(b) of the Bankruptcy Code; (b) liens, including first-priority replacement liens on
unencumbered property, junior priority liens on certain existing liens, and certain priming liens
on the Prepetition Collateral, to the extent of any diminution in value of their interests in the
Prepetition Collateral, including Cash Collateral; (c) adequate protection payments; (d) fees and
expenses incurred by the First Lien Agent, including the reasonable and documented fees,
5
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expenses, and disbursements of counsel and other third-party professionals; and (e) the Debtors’
compliance with the financial reporting requirements in the First Lien Credit Agreement.
15.

The Debtors also intend to provide the Second Lien Secured Parties with adequate

protection, which includes:

(a) allowed superpriority administrative claims pursuant to

section 507(b) of the Bankruptcy Code, subject and junior to the First Lien 507(b) Claim and the
Intercreditor Agreement; (b) adequate protection liens, to the extent of any diminution in value
of their interests in the Prepetition Collateral, including Cash Collateral, subject and junior to the
First Lien Adequate Protection Liens and the Intercreditor Agreement; (c) fees and expenses
incurred by the ad hoc group of Second Lien Notes, including the reasonable and documented
fees, expenses, and disbursements of counsel and other third-party professionals; and (d) the
Debtors’ compliance with the financial reporting requirements in the First Lien Credit
Agreement.
16.

Finally, in connection with the Debtors’ entry into the RSA, the Debtors will pay

the reasonable and documented fees for legal counsel and a financial advisor retained by the ad
hoc group of Consenting Unsecured Creditors. The Prepetition Secured Parties have consented
to the Debtors’ use of the Cash Collateral in this respect.
17.

I believe the Prepetition Secured Parties will inherently benefit from the Debtors’

proposed use of the Cash Collateral, which will prevent avoidable diminution of the value of the
Cash Collateral and enhance the likelihood of preserving the Debtors’ overall going concern
value as the Debtors proceed with their chapter 11 cases. I believe that the proposed adequate
protection in the Orders is necessary and sufficient for the Debtors to continue to use Cash
Collateral and to protect the Prepetition Secured Parties from a diminution in the value of the

6
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Prepetition Collateral. Accordingly, I believe that the adequate protection is fair and reasonable
and in the best interests of the Debtors and their estates.
VI.

Debtors’ Emergency Motion for Entry of an Order Authorizing the Debtors to
(I) Continue to Operate Their Cash Management System, (II) Honor Certain
Prepetition Obligations Related Thereto, (III) Maintain Existing Business Forms,
and (IV) Perform Intercompany Transactions (“Cash Management Motion”).
18.

Pursuant to the Cash Management Motion, the Debtors seek entry of an order

authorizing the Debtors to (a) continue to operate their Cash Management System, (b) pay any
prepetition or postpetition amounts outstanding on account of the Bank Fees, (c) maintain
existing Business Forms in the ordinary course of business, and (d) continue to perform the
Intercompany Transactions consistent with historical practice.
19.

The Cash Management System is comparable to the centralized cash management

systems used by similarly situated companies to manage the cash of operating units in a costeffective, efficient manner. The Debtors use the Cash Management System in the ordinary
course of their business to collect, transfer, and disburse funds generated from their operations
and to facilitate cash monitoring, forecasting, and reporting. The Debtors’ treasury department
maintains daily oversight over the Cash Management System and implements cash management
controls for entering, processing, and releasing funds, including in connection with intercompany
transactions. Additionally, the Debtors’ corporate accounting department regularly reconciles
the Debtors’ books and records to ensure that all transfers are accounted for properly.
20.

I believe that the continuation of the Debtors’ Cash Management System is

essential to the Debtors’ business. Requiring the Debtors to adopt a new, segmented cash
management system during these chapter 11 cases would be expensive, burdensome, and
unnecessarily disruptive to the Debtors’ operations. Importantly, the Cash Management System
provides the Debtors with the ability to instantaneously track and report the location and amount
7
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of funds, which, in turn, allows management to track and control such funds, ensure cash
availability, and reduce administrative costs through a centralized method of coordinating the
collection and movement of funds. I believe that any disruption of the Cash Management
System could have a negative adverse effect on the Debtors’ restructuring efforts. Indeed,
requiring the Debtors to adopt a new, segmented cash management system would needlessly
reduce the value of the Debtors’ business enterprise.
VII.

Debtors’ Emergency Motion for Entry of Interim and Final Orders Authorizing the
Debtors to (I) Pay Prepetition Wages, Salaries, Other Compensation, Reimbursable
Expenses, and Director Obligations and (II) Continue Employee Benefits Programs
(“Wages Motion”).
21.

Pursuant to the Wages Motion, the Debtors seek entry of interim and final orders

authorizing the Debtors to pay certain prepetition wages, salaries, and other compensation and
reimbursable employee expenses in the ordinary course of business, and continue employee
benefits programs in the ordinary course of business, including payment of certain prepetition
obligations related thereto.
22.

The Debtors employ approximately 657 individuals on a full-time basis.

Approximately 267 Employees are paid on an hourly basis, and approximately 390 Employees
earn a salary. The Employees are not represented by a collective bargaining unit. In addition to
the Employees, the Debtors also periodically retain specialized individuals as independent
contractors to complete discrete projects, as well as temporary workers sourced periodically from
various staffing agencies to fulfill certain duties on a short-term basis. At this time, the Debtors
retain approximately seven Independent Contractors and 10 Temporary Staff. The Independent
Contractors and Temporary Staff are an important supplement to the efforts of the Debtors’
Employees.

8
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23.

I believe the Employees provide the Debtors with services necessary to conduct

the Debtors’ businesses, and absent the payment of the Employee Compensation and Benefits
owed to the Employees, the Debtors may experience Employee turnover and instability at this
critical time in these chapter 11 cases. I believe that without these payments, the Employees may
become demoralized and unproductive because of the potential significant financial strain and
other hardships the Employees may face. Such Employees may then elect to seek alternative
employment opportunities.
24.

Additionally, a significant portion of the value of the Debtors’ business is tied to

their workforce, which cannot be replaced without significant efforts—which efforts may not be
successful given the overhang of these chapter 11 cases. Enterprise value may be materially
impaired to the detriment of all stakeholders in such a scenario. I therefore believe that payment
of the prepetition obligations with respect to the Employee Compensation and Benefits is a
necessary and critical element of the Debtors’ efforts to preserve value and will give the Debtors
the greatest likelihood of retention of their Employees as the Debtors seek to operate their
businesses in these chapter 11 cases.
VIII. Debtors’ Emergency Motion for Entry of an Order (I) Approving the Debtors’
Proposed Adequate Assurance of Payment for Future Utility Services,
(II) Prohibiting Utility Companies from Altering, Refusing, or Discontinuing
Services, and (III) Approving the Debtors’ Proposed Procedures for Resolving
Additional Assurance Requests (“Utilities Motion”).
25.

Pursuant to the Utilities Motion, the Debtors seek entry of an order (a) approving

the Debtors’ proposed adequate assurance of payment for future utility services, (b) prohibiting
utility companies from altering, refusing, or discontinuing services, and (c) approving the
Debtors’ proposed procedures for resolving adequate assurance requests.
26.

In connection with the operation of their businesses and management of their

properties, the Debtors obtain electricity, natural gas, propane, telecommunications, water, waste
9
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management (including sewer and trash), internet, cable, and other similar services from a
number of utility companies or brokers. On average, the Debtors pay approximately $5.2 million
each month for third-party Utility Services, calculated as a historical average payment for
the 12-month period ended April 30, 2016. Accordingly, the Debtors estimate that their cost for
Utility Services during the next 30 days (not including any deposits to be paid) will be
approximately $5.2 million. The Debtors provide certain of the Utility Companies with cash
deposits, escrow agreements, or letters of credit. To the best of the Debtors’ knowledge, the
Debtors do not have any existing prepayments with respect to any Utility Companies.
27.

I believe uninterrupted Utility Services are essential to the Debtors’ ongoing

business operations, and hence the overall success of these chapter 11 cases. Should any Utility
Provider refuse or discontinue service, even for a brief period, I believe the Debtors’ business
operations would be severely disrupted, and such disruption would jeopardize the Debtors’
ability to manage their reorganization efforts. Accordingly, I believe it is essential that the
Utility Services continue uninterrupted during these chapter 11 cases.
IX.

Debtors’ Emergency Motion for Entry of Interim and Final Orders (I) Authorizing
the Payment of Working Interest Costs, Joint Interest Billings, Production Sale
Expenses, Shipping Expenses, and 503(B)(9) Claims, and (II) Confirming
Administrative Expense Priority of Outstanding Orders (“Lien Claimants Motion”).
28.

Pursuant to the Lien Claimants Motion, the Debtors seek entry of interim and

final orders: (a) authorizing, but not directing, the Debtors to pay in the ordinary course of
business all undisputed, liquidated, prepetition amounts owing on account of (i) Working Interest
Costs, (ii) Joint Interest Billings, (iii) Production Sale Expenses, and (iv) 503(b)(9) Claims; and
(b) confirming the administrative expense priority status of the Debtors’ undisputed obligations
for the postpetition delivery of goods and services and authorizing payment of such obligations
in the ordinary course of business.
10
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A.

Working Interest Costs.

29.

The Debtors serve as the Operator for the majority of the wells in which they own

a Working Interest. On a monthly basis, the Debtors generate a Joint Interest Billing for each
holder of a Non-Op Working Interest in an oil and gas property operated by the Debtors. In
many cases, these Joint Interest Billings to Non-Op Working Interest owners are netted against
the revenue payables to that particular Working Interest owner. The timing of Joint Interest
Billing payments from Non-Op Working Interest holders can vary depending on the specific
payment arrangement in place, but outstanding Joint Interest Billings balances are typically paid
within 60 to 90 days of receiving their respective Joint Interest Billings.
30.

In the 12 months before the Petition Date, the Debtors paid approximately $587.2

million in Working Interest Costs. Non-Op Working Interest holders reimbursed or were billed
by the Debtors approximately $192.9 million on account of Joint Interest Billings. As of the
Petition Date, the Debtors estimate that they have approximately $61.9 million of Working
Interest Costs outstanding, approximately $32.5 million of which will come due during the
interim period. The Debtors will be reimbursed approximately $14.7 million by holders of NonOp Working Interests for the Unpaid Working Interest Costs.
31.

Regardless of when an Operator is reimbursed by Non-Op Working Interest

holders through the Joint Interest Billing process, the Operator must continue to pay Working
Interest Costs in a timely fashion. Failure to pay Working Interest Costs when due could result
in (among other remedies) the Operator’s removal as Operator under the JOA and/or the
perfection or enforcement of liens on the Debtors’ assets.
B.

Joint Interest Billings.

32.

The Debtors also hold Non-Op Working Interests in many oil and gas properties.

In such circumstances, the Operator is charged with the performance of the Daily Operations and
11
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the Working Interest Costs associated therewith. The Debtors’ primary responsibility with
respect to their Non-Op Working Interests is to timely pay the Operators for the Debtors’ pro
rata share of Working Interest Costs through the Joint Interest Billing process. Joint Interest
Billings are not uniform and are not entirely predictable on a month-to-month basis.
33.

In the 12 months before the Petition Date, the Debtors paid approximately $11.2

million in Joint Interest Billings. As of the Petition Date, the Debtors estimate that they have
approximately $3.1 million of prepetition Joint Interest Billings outstanding, approximately $1.6
million of which will come due during the interim period.
34.

I understand that failure to timely pay the Joint Interest Billings owing by the

Debtors is likely to result in the Operators’ attempts to enforce such contractual and/or statutory
lien rights under applicable state laws on the Debtors’ interests in the Oil and Gas Leases or the
production therefrom. If asserted, such liens could restrict the Debtors’ ability to dispose,
transfer, or otherwise use their property, potentially severely impairing the Debtors’ businesses.
I believe it is critical that the Debtors pay prepetition Joint Interest Billings and to continue
paying such Joint Interest Billings in the ordinary course of business on a postpetition basis.
C.

Production Sale Expenses.

35.

As Operator of various Oil and Gas Leases, the Debtors make contractual

arrangements under which third parties purchasing oil and gas production will charge the
Operator for gathering, transportation, storage, and marketing of oil and gas, as well as other
similar services necessary or desirable to get production to market in a condition ready for sale,
including treating, dehydration, compression, processing, and fractionation. The Production Sale
Expenses include the cost of transporting and distributing oil and gas through pipelines, which is
the most common method by which the Debtors transport production to market, and by truck.
The Debtors similarly may incur Production Sale Expenses on non-operated oil and gas
12
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properties where the Debtors make their own Production Sale Arrangements by electing to take
their production “in-kind,” separate and apart from the other Working Interest Holders, rather
than requesting that the third party Operator market the production associated with the Debtors’
Non-Op Working Interests on the Debtors’ behalf. Where the Debtors take their production inkind, the Debtors similarly will incur Production Sale Expenses.
36.

In the 12 months before the Petition Date, the Debtors paid approximately $119.3

million in Production Sale Expenses. As of the Petition Date, the Debtors estimate that they
have approximately $12.2 million of prepetition Production Sale Expenses outstanding,
approximately $3.3 million of which will come due during the interim period.
37.

In instances where delivery of Marketed Production is refused, the Debtors may

be forced to “shut-in” a well. Shutting in a well may have economic consequences to the
Debtors beyond temporary cessation of production and revenue therefrom. For instance, once
shut-in, a well may not be able to be returned to producing status in the future. Further, the act
of shutting in a well can trigger obligations to other interest holders in that well, including
payment obligations or potential forfeiture of the Debtors’ interest under the terms of an Oil and
Gas Lease. Without seamless compliance with their Production Sale Arrangements and the
ability to make marketable for sale the Debtors’ production, I believe the Debtors’ revenue
stream and ability to operate their business potentially would be severely impaired.
D.

503(b)(9) Claims.

38.

The Debtors may have received certain goods or materials from various vendors

within the 20 days before the Petition Date.

As of the Petition Date, the Debtors owe

approximately $2.3 million on account of goods delivered within the 20 days prior to the Petition
Date. The Debtors’ ongoing ability to obtain goods as provided herein is key to their survival
and necessary to preserve the value of their estates. I believe that absent payment of certain of
13
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these amounts at the outset of these chapter 11 cases, the Debtors could be denied access to the
equipment and goods necessary to maintain the Debtors’ business operations. I also believe that
failure to honor certain of these claims in the ordinary course of business may also cause the
Debtors’ vendor base to withhold support for the Debtors during the chapter 11 process. Such
vendors could accelerate or eliminate favorable trade terms. I believe such costs and distractions
could impair the Debtors’ ability to stabilize their operations at this critical juncture to the
detriment of all stakeholders.
E.

Outstanding Orders.

39.

Prior to the Petition Date and in the ordinary course of business, the Debtors may

have ordered goods that will not be delivered until after the Petition Date. Certain suppliers may
refuse to ship or transport such goods (or may recall such shipments) with respect to such
Outstanding Orders unless the Debtors issue substitute purchase orders postpetition. I believe
that receiving delivery of Outstanding Orders is critical to preventing any disruption to the
Debtors’ business operations.
X.

Debtors’ Emergency Motion for Entry of Interim and Final Orders Authorizing
Mineral Payments and Working Interest Disbursements (“Royalty Payments
Motion”).
40.

Pursuant to the Royalty Payments Motion, the Debtors seek entry of interim and

final orders authorizing the Debtors to pay or apply, in the ordinary course of business, any and
all amounts owed to mineral payees and working interest holders in the ordinary course of
business, whether such obligations were incurred prepetition or will be incurred postpetition.
41.

A Working Interest may be subject to or burdened by various other interests in

minerals, production, or profits, which may have been created before or after the Oil and Gas
Lease was entered into or which may exist in the absence of an Oil and Gas Lease. Such
interests can take many forms, including overriding royalty interests, non-participating royalty
14
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interests, net profits interests, production payments, and unleased mineral interests. The Debtors
have Working Interests in approximately 4,300 oil and gas wells, which are generally subject to
Interest Burdens.
42.

In the 12 months before the Petition Date, however, the Debtors made Mineral

Payments totaling approximately $280.5 million, including amounts paid out to the Royalty
Trusts. These payments are remitted by the Debtors to Interest Burden owners, including the
Royalty Trusts, throughout the course of a given month. As a result of the time required to
market and sell the production and the significant accounting process required each month to
accurately disburse the resulting proceeds, Mineral Payments generally are made between 60 and
90 days after production of the underlying oil and gas.
43.

The Debtors estimate that, as of the Petition Date, there are approximately

$75.1 million in Mineral Payments that are due to be paid over approximately 90 days following
the Petition Date, including approximately $24.6 million due to the Royalty Trusts.
Approximately $28.0 million in Mineral Payments are due to be paid during the interim period.
44.

The Debtors, as the Operator, market and sell the minerals captured in the

Contract Area and administers the payment of Mineral Payments on behalf of itself and Non-Op
Working Interest holders prior to disbursing the remaining proceeds to the Non-Op Working
Interest holders in accordance with their ownership therein.

The Debtors generally make

Working Interest Disbursements approximately 60 days after production of the underlying oil
and gas. In the ordinary course of business, the Debtors set-off Working Interest Disbursements
owed to certain Working Interest Holders against the pro rata portion of operating expenses
owed by such holders.

15
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45.

Though Working Interest Disbursements typically are not uniform and are not

entirely predictable on a month-to-month basis, in the 12 months before the Petition Date, the
Debtors remitted approximately $226.1 million in Working Interest Disbursements. As of the
Petition Date, the Debtors estimate that they have approximately $32.5 million of Working
Interest Disbursements outstanding, approximately $12.1 million of which will come due during
the interim period. Of the Working Interest Disbursements currently outstanding, a portion of
such Working Interest Disbursements will be set-off in the ordinary course of business against
Joint Interest Billings owed to the Debtors by third parties.
46.

I believe that failure to pay the Mineral Payments and Working Interest

Disbursements could result in a material adverse effect on the Debtors and their interests in the
Oil and Gas Properties.

Failure to pay Working Interest Disbursements could expose the

Debtors to statutory enforcement mechanisms. Moreover, Non-Op Working Interest holders
often have additional remedies pursuant to mutual agreements such as a JOA. Such remedies
can include the grant of a security interest in production to secure amounts owed by the
Operator, the right to remove the Operator, the right to suspend rights in the Contract Area, and
the right to interest on amounts owed. I believe payment of the Working Interest Disbursements
and Mineral Payments in the ordinary course of business is in the best interests of the Debtors
and their creditors.
XI.

Debtors’ Emergency Motion for Entry of Interim and Final Orders Authorizing the
Payment of Certain Prepetition and Postpetition Taxes and Fees (“Taxes Motion”).
47.

Pursuant to the Taxes Motion, the Debtors seek entry of interim and final orders

authorizing the Debtors to remit and pay (or use tax credits to offset) certain taxes and fees in the
ordinary course of business, without regard to whether such obligations accrued or arose before
or after the Petition Date. The Debtors estimate that approximately $10.8 million in Taxes and
16
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Fees relating to the prepetition period will become due and owing to the Authorities after the
Petition Date. Of this amount, approximately $2.7 million will become due and owing during
the interim period.
48.

The Debtors collect, withhold, and incur sales, use, income, withholding,

franchise, severance, and property taxes, as well as other business, environmental, and regulatory
fees. The Debtors remit the Taxes and Fees to various federal, state, and local governments,
including taxing and licensing authorities. Taxes and Fees are remitted and paid by the Debtors
through checks and electronic funds transfers that are processed through their banks and other
financial institutions.
49.

I believe that failing to pay the Taxes and Fees could materially disrupt the

Debtors’ business operations in several ways. First, the Authorities could initiate audits, suspend
operations, file liens, or seek to lift the automatic stay, which would unnecessarily divert the
Debtors’ attention from the reorganization process. Second, failing to pay Taxes and Fees could
subject certain of the Debtors’ directors and officers to claims of personal liability, which would
likely distract those key employees from their duties related to the Debtors’ restructuring. Third,
failing to pay certain of the Taxes and Fees, particularly franchise taxes, would likely cause the
Debtors to lose their ability to conduct business in certain jurisdictions. Finally, I believe unpaid
Taxes and Fees may result in penalties, the accrual of interest, or both, which could negatively
impact the Debtors’ businesses.
XII.

Debtors’ Emergency Motion for Entry of Interim and Final Orders Approving
Notification and Hearing Procedures for Certain Transfers of Common Stock and
Preferred Stock (“Equity Trading Procedures Motion”).
50.

Pursuant to the Equity Trading Procedures Motion, the Debtors seek entry of

interim and final orders (a) approving certain notification and hearing procedures related to
certain transfers of Debtor SandRidge Energy, Inc.’s existing common stock and existing 8.5%
17
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and 7.0% convertible perpetual preferred stock or any Beneficial Ownership thereof;
(b) directing that any purchase, sale, or other transfer of Common Stock or any class of Preferred
Stock in violation of the Procedures shall be null and void ab initio; and (c) granting related
relief.
51.

As of December 31, 2015, the Debtors estimate that they have NOLs in the

amount of approximately $3.2 billion, alternative minimum tax credit carryforwards of
approximately $9.3 million, and general business credit carryforwards in the amount of
approximately $32 million, translating to potential future tax savings of approximately
$1.23 billion.
52.

The Tax Attributes are of significant value to the Debtors and their estates.

I believe that an ownership change of Common Stock or any class of Preferred Stock may
negatively impact the Debtors’ utilization of the Tax Attributes. I believe it is necessary to
closely monitor certain transfers of Common Stock or any class of Preferred Stock so as to be in
a position to act expeditiously to prevent such transfers, if necessary, with the purpose of
preserving the Tax Attributes.
XIII. Debtors’ Emergency Motion for Entry of an Order Establishing a Record Date for
Notice and Sell-Down Procedures for Trading In Certain Claims Against the
Debtors’ Estates (“Claims Trading Motion”).
53.

Pursuant to the Claims Trading Motion, the Debtors seek entry of an order

(a) establishing the date the Court enters the Record Date Order as the effective date for notice
and sell-down procedures for trading in certain claims against the Debtors’ estates in order to
preserve the Debtors’ ability to formulate a plan of reorganization that maximizes the use of their
Tax Attributes; and (b) granting related relief pursuant to the Equity Trading Procedures Motion.
54.

As of December 31, 2015, the Debtors estimate that they have NOLs in the

amount of approximately $3.2 billion, alternative minimum tax credit carryforwards of
18
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approximately $9.3 million, and general business credit carryforwards in the amount of
approximately $32 million translating to potential future tax savings of approximately
$1.23 billion.
55.

The Record Date Order will ensure that the Debtors preserve their ability to

request entry of the Sell-Down Procedures to preserve the Tax Attributes. I believe entry of the
Record Date Order is necessary to preserve the Debtors’ flexibility to seek to implement selldown procedures if they determine that proposing a plan of reorganization that would take
advantage of the Section 382(l)(5) Exception is in the best interest of their estates.
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EXHIBIT B
Corporate Organizational Structure
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EXHIBIT C
Restructuring Support Agreement
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EXECUTION VERSION

THIS RESTRUCTURING SUPPORT AND LOCK-UP AGREEMENT IS NOT AN OFFER WITH
RESPECT TO ANY SECURITIES OR A SOLICITATION OF ACCEPTANCES OF A
CHAPTER 11 PLAN WITHIN THE MEANING OF SECTION 1125 OF THE BANKRUPTCY
CODE. ANY SUCH OFFER OR SOLICITATION WILL COMPLY WITH ALL APPLICABLE
SECURITIES LAWS AND/OR PROVISIONS OF THE BANKRUPTCY CODE. NOTHING
CONTAINED IN THIS RESTRUCTURING SUPPORT AGREEMENT SHALL BE AN
ADMISSION OF FACT OR LIABILITY OR, UNTIL THE OCCURRENCE OF THE
AGREEMENT EFFECTIVE DATE ON THE TERMS DESCRIBED HEREIN, DEEMED
BINDING ON ANY OF THE PARTIES HERETO.

RESTRUCTURING SUPPORT AND LOCK-UP AGREEMENT
This Restructuring Support and Lock-Up Agreement (including all exhibits and schedules
attached hereto and in accordance with Section 2, this “Agreement”)1 is made and entered into
as of May 11, 2016, by and among the following parties (each of the foregoing described in subclauses (i) through (iii), a “Party” and, collectively, the “Parties”):
i.

SandRidge and its direct and indirect subsidiaries listed on the signature pages hereto
(collectively, the “Debtors”);

ii.

the undersigned lenders that hold Claims against the Debtors under the First Lien
Credit Agreement, including a Permitted Transferee (as defined below) of such
claims in accordance with Section 6 of this Agreement (such claims, the “First Lien
Credit Agreement Claims” and, collectively, the “Consenting First Lien
Creditors”);

iii.

the undersigned holders or investment advisors or managers of discretionary accounts
that hold claims against the Debtors under the Second Lien Notes issued pursuant to
the Second Lien Notes Indenture, including a Permitted Transferee (as defined below)
of such claims in accordance with Section 6 of this Agreement (such claims, the
“Second Lien Note Claims,” collectively, the “Consenting Second Lien
Creditors”); and

iv.

the undersigned holders or investment advisors or managers of discretionary accounts
that hold claims against the Debtors under the Unsecured Senior Notes issued
pursuant to the Unsecured Senior Notes Indentures, including a Permitted Transferee
(as defined below) of such claims in accordance with Section 6 of this Agreement
(such claims, the “Unsecured Senior Note Claims,” and, collectively, the
“Consenting Unsecured Creditors”), and together with the Consenting First Lien
Creditors and the Consenting Second Lien Creditors, the “Consenting Creditors”).
RECITALS

WHEREAS, the Debtors and the Consenting Creditors have negotiated certain
restructuring and recapitalization transactions with respect to the Debtors’ capital structure,
1

Capitalized terms used but not otherwise defined herein have the meaning ascribed to such terms in the term
sheet attached hereto as Exhibit A (the “Term Sheet”), subject to Section 2 hereof.
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including the Debtors’ respective obligations under the First Lien Credit Agreement, the Second
Lien Notes, and the Unsecured Senior Notes; and
WHEREAS, the Debtors intend to commence voluntary reorganization cases
(the “Chapter 11 Cases”) under chapter 11 of title 11 of the United States Code,
11 U.S.C. §§ 101-1532 (the “Bankruptcy Code”), in the United States Bankruptcy Court in
which the Chapter 11 Cases are commenced (the “Bankruptcy Court”) to effect the
restructuring through a prenegotiated chapter 11 plan of reorganization (as may be amended or
supplemented from time to time in accordance with the terms of this Agreement, including all
exhibits, schedules, supplements, appendices, annexes and attachments thereto, the “Plan”), all
of which shall be on the terms and conditions described in this Agreement (such transactions, the
“Restructuring Transactions”).
NOW, THEREFORE, in consideration of the covenants and agreements contained
herein, and for other valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, each Party, intending to be legally bound hereby, agrees as follows:
AGREEMENT
Section 1.
Agreement Effective Date. This Agreement shall become effective and binding
upon the Debtors and a Party, at 12:00 a.m., prevailing Eastern Time, on the first date on which:
(a)(i) the Debtors and such Party shall have executed and delivered counterpart signature pages
of this Agreement to each other and (ii) either: (A) where such Party is a Consenting First Lien
Creditor, holders of at least 66 2/3% of the aggregate outstanding principal amount of the First
Lien Credit Agreement Claims (determined without regard to any claims held by a person or
entity that is an “insider” as that term is defined in section 101(31) of the Bankruptcy Code) shall
have executed and delivered to the Debtors counterpart signature pages of this Agreement and
the Debtors shall have indefeasibly paid the First Lien Credit Agreement Claims in the amount
of $40 million; (B) where such Party is a Consenting Second Lien Creditor, holders of at least
50.1% of the outstanding principal amount of the Second Lien Note Claims (in each case
determined without regard to any claims held by a person or entity that is an “insider” as that
term is defined in section 101(31) of the Bankruptcy Code) shall have executed and delivered to
the Debtors counterpart signature pages of this Agreement; or (C) where such Party is a
Consenting Unsecured Creditor, holders of at least 50.1% of the outstanding principal amount of
the Unsecured Senior Note Claims (in each case determined without regard to any claims held by
a person or entity that is an “insider” as that term is defined in section 101(31) of the Bankruptcy
Code) shall have executed and delivered to the Debtors counterpart signature pages of this
Agreement; (b) such Party shall have extended the cleansing date in such Party’s non-disclosure
agreements, if any, through and including four business days after the Agreement Effective Date;
and (c) the Debtors have given notice to such Party and its counsel in accordance with
Section 14.09 hereof that each of the foregoing conditions set forth in this Section 1, in each
case, has been satisfied and this Agreement is effective; in each instance, on or before
May 11, 2016 (such date, the “Agreement Effective Date”). For the avoidance of doubt, the
obligations and rights of the Consenting Creditors and the Debtors described in this Agreement
shall apply to any claims acquired by any Consenting Creditors in accordance with the
Restructuring Transactions.
2
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Section 2.
Exhibits Incorporated by Reference. Each of the exhibits and schedules attached
hereto is expressly incorporated herein and made a part of this Agreement, and all references to
this Agreement shall include the exhibits. In the event of any inconsistency between this
Agreement (without reference to the exhibits) and the exhibits, this Agreement (without
reference to the exhibits) shall govern; provided, however, that this Agreement (without reference
to the exhibits) may be interpreted with reference to the definitions set forth in the exhibits, to the
extent such terms are used herein.
Section 3.

Definitive Documentation.

(a)
The definitive documents and agreements (collectively, the “Restructuring
Documents”) governing the Restructuring Transactions shall consist of every order entered by
the Bankruptcy Court and every pleading, motion, proposed order, or document (but not
including any notices, except as otherwise set forth in this section) filed by the Debtors at any
point prior to the Termination Date related to the Restructuring Transactions, including without
limitation:
(i)

the Plan;

(ii)
the Confirmation Order and pleadings in support of entry of the
Confirmation Order;
(iii) the Disclosure Statement, the other solicitation materials in respect of the
Plan (such materials, collectively, the “Solicitation Materials”), the motion to approve the
Disclosure Statement, and the order entered by the Bankruptcy Court approving the Disclosure
Statement and Solicitation Materials as containing, among other things, “adequate information”
as required by section 1125 of the Bankruptcy Code (the “Disclosure Statement Order”);
(iv)
provided herein;

all other documents that will comprise the Plan Supplement, except as

(v)

the Cash Collateral Orders and the motion to approve the Cash Collateral

Orders;
(vi)
the first-day pleadings identified on Schedule 1 attached hereto and any
other customary first-day pleadings that the Debtors determine are necessary or desirable to file
(the “First Day Pleadings”) and all orders sought pursuant thereto;
(vii) any documents or agreements for any exit facility, including the New First
Lien Exit Facility, including, without limitation, a credit agreement and an intercreditor
agreement governing the New First Lien Exit Facility and the New Convertible Debt;
(viii) any documents or agreements for the governance of the Reorganized
Debtors following the conclusion of the Chapter 11 Cases, including any shareholders’
agreements and certificates of incorporation; and
(ix)
any documents or agreements for the Management Incentive Plan and any
new employment contracts for current employees of the Debtors.
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(b)
The Restructuring Documents remain subject to negotiation and completion and
shall, upon completion, contain terms, conditions, representations, warranties, and covenants
consistent with the terms of this Agreement, including the forms of each exhibit annexed to the
Term Sheet, and shall otherwise be in form and substance reasonably acceptable to each of the
Debtors and the Required Consenting Creditors; provided that the Restructuring Documents set
forth in Section 3(v), (vii), (viii), (ix), and (iv), to the extent such documents relate to (vii), (viii),
or (ix), shall be deemed acceptable to the Required Senior Unsecured Creditors if in form and
substance reasonably acceptable only to each of the Debtors, the Required First Lien Creditors,
and the Required Second Lien Creditors. As used herein, the term “Required Consenting
Creditors” means, at any relevant time, Consenting Creditors holding more than 50% by
principal amount outstanding of the First Lien Credit Agreement Claims held by the Consenting
Creditors (the “Required First Lien Creditors”), Consenting Creditors holding more than 50%
by principal amount outstanding of the Second Lien Note Claims held by the Consenting
Creditors (the “Required Second Lien Creditors”), and Consenting Creditors holding more
than 50% by principal amount outstanding of the Unsecured Senior Note Claims held by the
Consenting Creditors (the “Required Senior Unsecured Creditors”).
(c)
The Required Second Lien Creditors and their counsel shall use commercially
reasonable efforts to consult and, if applicable and reasonably practicable, obtain a vote from, all
Consenting Second Lien Creditors on any matters requiring input or a vote from holders of
Second Lien Note Claims, provided, however, that nothing herein shall be deemed to require the
waiver of legal privilege by holders of Second Lien Note Claims represented as an ad hoc group
by counsel.
(d)
The Required Senior Unsecured Creditors and their counsel shall use
commercially reasonable efforts to consult and, if applicable and reasonably practicable, obtain a
vote from, all Consenting Unsecured Creditors on any matters requiring input or a vote from
holders of Unsecured Senior Note Claims, provided, however, that nothing herein shall be
deemed to require the waiver of legal privilege by holders of Unsecured Senior Note Claims
represented as an ad hoc group by counsel.
(e)
The Debtors and the Consenting Creditors will coordinate and consult with each
other regarding the filing and prosecution of claims objections to General Unsecured Claims, and
the Consenting Creditors shall be entitled to file and prosecute any such objections to General
Unsecured Claims.
(f)
The Debtors will use commercially reasonable efforts to provide draft copies of
the Restructuring Documents that the Debtors intend to file with the Bankruptcy Court to counsel
to the Required Consenting Creditors at least two (2) business days before the date on which
Debtors intend to file such documents or as soon as reasonably practicable thereafter.
Section 4.
Milestones. The following milestones (the “Milestones”) shall apply to this
Agreement, unless extended or agreed to in writing by counsel to the Required Consenting
Creditors and the Debtors:
(a)

the Petition Date shall have occurred no later than May 31, 2016;
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(b)
no later than one day after the Petition Date, the Debtors shall file the motion to
approve the Cash Collateral Orders;
(c)
no later than 5 days after the Petition Date, the Bankruptcy Court shall have
entered a Cash Collateral Order on an interim basis;
(d)
no later than 30 days after the Petition Date, the Debtors shall file the Plan, the
Disclosure Statement, and the motion to approve the Disclosure Statement;
(e)
no later than 45 days after the Petition Date, the Bankruptcy Court shall have
entered the final Cash Collateral Order;
(f)
no later than 100 days after the Petition Date, the Bankruptcy Court shall have
entered the Disclosure Statement Order;
(g)
no later than 200 days after the Petition Date, the Bankruptcy Court shall have
entered the Confirmation Order; and
(h)
occurred.

no later than 225 days after the Petition Date, the Effective Date shall have

Section 5.

Commitments Regarding the Restructuring Transactions.

5.01.

Commitment of the Consenting Creditors.

(a)
During the period beginning on the Agreement Effective Date and ending on a
Termination Date (as defined in Section 11.06) (such period, the “Effective Period”):
(i)
each of the Consenting Creditors agrees that it shall, subject to the receipt
by such Consenting Creditor of the Disclosure Statement and the Solicitation Materials, in each
case, approved by the Bankruptcy Court as containing “adequate information” as such term is
defined in section 1125 of the Bankruptcy Code:
(A)
vote each of its claims against the Debtors (including each of its
First Lien Credit Agreement Claims, Second Lien Note Claims, and Unsecured Senior Note
Claims, and any other claims against the Debtors) (such claims, collectively, the “Debtor
Claims”) to accept the Plan by delivering its duly executed and completed ballot(s) accepting the
Plan on a timely basis following the commencement of the solicitation and its actual receipt of
the Solicitation Materials and ballot; and
(B)
not change or withdraw (or cause to be changed or withdrawn)
such vote, provided, however, that such vote may be revoked (and, upon such revocation,
deemed void ab initio) by such Consenting Creditor at any time if this Agreement is terminated
with respect to such Consenting Creditor (it being understood by the Parties that any
modification of the Plan that results in a termination of this Agreement pursuant to Section 11
hereof shall entitle such Consenting Creditor to an opportunity to change its vote in accordance
with section 1127(d) of the Bankruptcy Code, and the Solicitation Materials with respect to the
Plan shall be consistent with this proviso);
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(i)
each Consenting Creditor further agrees that it shall not directly or
indirectly (A) object to, delay, impede, or take any other action to interfere with the acceptance,
implementation, or consummation of the Restructuring Transactions, (B) propose, file, support,
or vote for any Alternative Transaction, or (C) direct the First Lien Credit Agreement Agent, the
Second Lien Notes Trustee, and/or the Unsecured Senior Notes Trustee (as applicable) to take
any action contemplated in (A) or (B) of this Section 5.01(a)(i); provided, that, after 225 days
following the Petition Date, this clause 5.01(a)(i) shall not bind Paulson & Co., Inc., on behalf of
itself and the funds it manages (“Paulson”), solely in its capacity as a Holder of Interests in the
Debtors, with respect to such Interest(s);
(ii)
upon the commencement by the Debtors of the Chapter 11 Cases, the
automatic stay is invoked and each Consenting Creditor agrees that, except to the extent
expressly contemplated under the Plan, the Cash Collateral Order, or this Agreement, it will not,
and will not direct the First Lien Credit Agreement Agent, the Second Lien Notes Trustee, and/or
the Unsecured Senior Notes Trustee (as applicable) to exercise any right or remedy for the
enforcement, collection, or recovery of any of the Debtor Claims, and any other claims against
any direct or indirect subsidiaries of the Debtors that are not Debtors; provided, however, that
nothing in this Agreement shall limit the right of any party hereto to exercise any right or remedy
provided under the Cash Collateral Order, the Confirmation Order, or any other Restructuring
Document; and
(iii) each of the Consenting First Lien Creditors and First Lien Credit
Agreement Agent agrees that it shall not take any action to exercise any remedies with respect to
the Swap Contracts or the Treasury Management Services Agreements (each as defined in the
First Lien Credit Agreement), unless otherwise agreed by the Debtors and such Consenting First
Lien Credit Agreement Lender.
(b)
The foregoing sub-clause (a) of this Section 5 will not limit any of the following
Consenting Creditor rights:
(i)
under any applicable bankruptcy, insolvency, foreclosure or similar
proceeding, including, without limitation, appearing as a party in interest in any matter to be
adjudicated in order to be heard concerning any matter arising in the Chapter 11 Cases, in each
case provided that such appearance and the positions advocated in connection therewith are not
inconsistent with this Agreement and do not hinder, delay, or prevent consummation of the
Restructuring Transactions; provided, that, after 225 days following the Petition Date, this clause
5.01(b)(i) shall not bind Paulson, solely in its capacity as a Holder of Interests in the Debtors,
with respect to such Interest(s);
(ii)
under any applicable credit agreement, indenture, other loan document, or
applicable law, or constitute a waiver or amendment of any provision thereof provided that such
rights are not inconsistent with the terms of this Agreement solely during the time in which this
Agreement is in effect;
(iii) to take or direct any action relating to maintenance, protection, or
preservation of any collateral provided that such action is not inconsistent with this Agreement;
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(iv)
to purchase, sell or enter into any transactions in connection with the First
Lien Credit Agreement Claims, Second Lien Note Claims, or Unsecured Senior Note Claims,
subject to the terms hereof;
(v)
to consult with other Consenting Creditors, the Debtors, or any other party
in interest in the Chapter 11 Cases; or
(vi)
to enforce any right, remedy, condition, consent or approval requirement
under this Agreement or any of the Restructuring Documents.
5.02.

Commitment of the Debtors.

(a)

During the Effective Period, the Debtors, jointly and severally, agree to:

(i)
do all things reasonably necessary and proper to: (A) obtain orders of the
Bankruptcy Court in respect of the Restructuring Transactions, including obtaining entry of the
Cash Collateral Orders and the Confirmation Order; (B) prosecute and defend any appeals
related to the Cash Collateral Orders and/or the Confirmation Order; (C) support and
consummate the Restructuring Transactions in accordance with this Agreement, including the
good faith negotiation, preparation and filing within the time frame provided herein of the
Restructuring Documents; (D) execute and deliver any other required agreements to effectuate
and consummate the Restructuring Transactions; (E) obtain any and all required regulatory
and/or third-party approvals for the Restructuring Transactions; (F) complete the Restructuring
Transactions within the time frame provided herein, including complying with each Milestone
set forth in this Agreement, to the extent compliance is not waived by the Required Consenting
Creditors; and (G) operate their business in the ordinary course, taking into account the
Restructuring Transactions;
(ii)
not object to, delay, impede, or take any other action that is inconsistent
with, or is intended or is likely to interfere with, acceptance or implementation of the
Restructuring Transactions;
(iii) not seek to amend or modify, or file a pleading seeking authority to amend
or modify, the Restructuring Documents in a manner that is inconsistent with this Agreement;
(iv)
not file any pleading inconsistent with the Restructuring Transactions or
the terms of this Agreement;
(v)
not file any pleading seeking entry of an order and timely file a formal
objection to any motion filed by any other party with the Bankruptcy Court by any Person
seeking the entry of an order (1) directing the appointment of an examiner with expanded powers
or a trustee, (2) converting the Chapter 11 Cases to cases under chapter 7 of the Bankruptcy
Code, (3) dismissing the Chapter 11 Cases or (4) for relief that (x) is inconsistent with this
Agreement in any respect or (y) would, or would reasonably be expected to, frustrate the
purposes of this Agreement, including by preventing the consummation of the Restructuring
Transactions;
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(vi)
timely file a formal objection to any motion filed with the Bankruptcy
Court by any Person seeking the entry of an order modifying or terminating the Debtors’
exclusive right to file and/or solicit acceptances of a plan of reorganization;
(vii) timely file a formal written response in opposition to any objection filed
with the Bankruptcy Court by any Person with respect to entry of any of the Cash Collateral
Orders or with respect to any of the adequate protection granted to the Consenting Creditors
pursuant to any of the Cash Collateral Orders;
(viii) provide to the Consenting Creditors’ advisors, and direct their employees,
officers, advisors and other representatives to provide the Consenting Creditors’ advisors, subject
to applicable law, (1) reasonable access (without any material disruption to the conduct of the
Debtors’ businesses) during normal business hours to the Debtors’ books, records and facilities,
(2) reasonable access to the management and advisors of the Debtors for the purposes of
evaluating the Debtors’ assets, liabilities, operations, businesses, finances, strategies, prospects
and affairs, (3) reasonably timely responses to all reasonable diligence requests, and
(4) reasonable information with respect to all material executory contracts and unexpired leases
of the Debtors;
(ix)
(a) use commercially reasonable efforts to seek to estimate the amount of
contingent, unliquidated, and/or disputed General Unsecured Claims for distribution purposes,
(b) obtain other relief from the Court in the event that failure to do so would materially delay
distributions to Holders of General Unsecured Claims under the Plan, and (c) to the extent it
cannot be determined at the confirmation hearing whether General Unsecured Claims (excluding
Unsecured Notes Claims) exceed the GUC Cap, the Debtors shall receive at the confirmation
hearing an order of the Court providing for reserves for contingent, unliquidated, and/or disputed
General Unsecured Claims in an amount that, together with all undisputed, liquidated and
non-contingent claims (excluding Unsecured Notes Claims), does not exceed the GUC Cap;
(x)

comply with the following covenants:
(A)

Capital expenditures (other than those pertaining to maintenance
and as required by applicable regulations) may not be incurred
unless the Debtors hold cash in an amount equal to or greater than
(I) the minimum exit liquidity set forth in the First Lien Exit
Facility term sheet plus (II) $75 million;

(B)

Cumulative Capital expenditures (exclusive of capitalized general
and administrative (“G&A”) expenses) for fiscal year 2016 shall
not exceed: (I) $120.4 million for the six months ending
June 30, 2016, (II) $191.2 million for the nine months ending
September 30, 2016, and (III) $258.0 million for the twelve
months ending December 31, 2016; and

(C)

Cumulative G&A expenses on a GAAP basis, including
capitalized G&A but excluding: (I) any employee performance
compensation bonuses awarded pursuant to the Debtors’ 2016
8
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employee incentive plan and (II) extraordinary legal, regulatory
and other non-recurring costs (including professional fees and
expenses associated with the restructuring) for fiscal year 2016
shall not exceed: (I) $57.1 million for the six months ending
June 30, 2016, (II) $81.6 million for the nine months ending
September 30, 2016, and (III) $106.2 million for the twelve
months ending December 31, 2016;
(xi)
pay the reasonable and documented fees and expenses of the First Lien
Credit Agreement Agent, the First Lien Credit Agreement Lenders, and the Consenting Creditors
(including the reasonable and documented fees and expenses of the ad hoc group of holders of
Second Lien Notes and ad hoc group of holders of Unsecured Senior Notes) (i) invoiced and
outstanding as of the Petition Date in advance of the Petition Date and (ii) thereafter, in the
manner, and to the extent, provided for in the Cash Collateral Orders;
(xii)

comply in all material respects with the Cash Collateral Orders; and

(xiii) subject to applicable law and privileges, promptly notify the Consenting
Creditors of any material governmental or third party complaints, litigations, investigations or
hearings.
(b)
If any Debtor, directly or indirectly, through any of its representatives or advisors,
receives a bona fide proposal for an Alternative Transaction from any third party (who has not
withdrawn such proposal) and such Debtor has determined in good faith that such Alternative
Transaction is, or after reasonable commercial negotiations may be, higher or otherwise better
than the Restructuring Transactions, then such Debtor shall, subject to the confidentiality
restrictions applicable to such Debtor, within two business days of making such determination,
notify counsel to the First Lien Credit Agreement Agent, counsel to the Consenting Second Lien
Creditors, and counsel to the Consenting Unsecured Creditors of the receipt of such proposal,
with such notice to include the material terms thereof, including the identity of the Person or
group of Persons involved.
(c)
Notwithstanding anything to the contrary herein, nothing in this Agreement shall
require the board of directors, board of managers, directors, managers, or officers or any other
fiduciary of a Debtor to take any action, or to refrain from taking any action, with respect to the
Restructuring Transactions to the extent such person or persons determines, based on the advice
of counsel, that taking such action, or refraining from taking such action, as applicable, would be
inconsistent with applicable law or its fiduciary obligations under applicable law; provided,
however, that it is agreed that any such action that results in a termination of this Agreement in
accordance with the terms hereof shall be subject to the provisions set forth in Section 11 hereof.
Section 6.

Transfer of Securities.

(a)
During the Effective Period, no Consenting Creditor shall sell, use, pledge, assign,
transfer, permit the participation in, or otherwise dispose of any ownership (including any
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beneficial ownership2) in the Debtor Claims (each, a “Transfer”) to any affiliated or unaffiliated
party, including any party in which it may hold a direct or indirect beneficial interest, unless it
satisfies all of the following requirements (a transferee that satisfies such requirements, a
“Permitted Transferee,” and such Transfer, a “Permitted Transfer”):
(i)
the intended transferee is another Consenting Creditor or executes a
transfer agreement in the form attached hereto as Exhibit B (a “Transfer Agreement”) before
or concurrently with the closing of such Transfer (it being understood that any Transfer shall not
be effective as against the Debtors until notification of such Transfer and a copy of the executed
Transfer Agreement is received by counsel to the Debtors, in each case, on the terms set forth
herein, within three (3) business days of such Transfer); and
(ii)
the Transfer shall not, in the reasonable business judgment of the Debtors
and their legal and tax advisors, adversely affect the Debtors’ ability to obtain the regulatory
consents or approval necessary to effectuate the Restructuring Transactions.
(b)
By acknowledgment of written notice of the relevant Transfer in accordance with
Section 6(a)(i), or five (5) business days after a copy of any Joinder is provided to the Debtors,
the Debtors shall be deemed to (i) consent to the Transfer absent objection during such five (5)
business day notice period and (ii) have acknowledged that their future obligations arising after
the date of the Transfer to the Consenting Creditor hereunder shall be deemed to constitute
obligations in favor of the relevant transferee as a Consenting Creditor hereunder.
(c)
Notwithstanding Section 6(a) or (b), a Qualified Marketmaker3 that acquires any
Debtor Claims subject to this Agreement with the purpose and intent of acting as a Qualified
Marketmaker for such Debtor Claims, shall not be required to execute and deliver to counsel a
Transfer Agreement in respect of such Debtor Claims if (A) such Qualified Marketmaker
subsequently transfers such Debtor Claims (by purchase, sale, assignment, participation, or
otherwise) within three (3) business days of its acquisition to a transferee that is an entity that is
not an affiliate, affiliated fund, or affiliated entity with a common investment advisor; (B) the
transferee otherwise is a Permitted Transferee (including, for the avoidance of doubt, the
requirement that such transferee execute a Transfer Agreement); and (C) the transfer otherwise is
a Permitted Transfer. To the extent that a Consenting Creditor is acting in its capacity as a
Qualified Marketmaker, it may transfer (by purchase, sale, assignment, participation or
otherwise) any right, title or interest in Debtor Claims that the Qualified Marketmaker acquires
from a holder of the Debtor Claims who is not a Consenting Creditor without the requirement
that the transferee be a Permitted Transferee.
2

As used herein, the term “beneficial ownership” means the direct or indirect economic ownership of, and/or
the power, whether by contract or otherwise, to direct the exercise of the voting rights and the disposition of, the
Debtor Claims or the right to acquire such claims or interests.

3

As used herein, the term “Qualified Marketmaker” means an entity that (a) holds itself out to the public or the
applicable private markets as standing ready in the ordinary course of business to purchase from customers and
sell to customers claims of the Debtors (or enter with customers into long and short positions in claims against
the Debtors), in its capacity as a dealer or market maker in claims against the Debtors and (b) is, in fact,
regularly in the business of making a market in claims against issuers or borrowers (including debt securities or
other debt).
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(d)
This Agreement shall in no way be construed to preclude the Consenting
Creditors from acquiring additional Debtor Claims; provided, however, that (i) any Consenting
Creditor that acquires additional Debtor Claims, as applicable, after the Agreement Effective
Date shall make commercially reasonable efforts to notify the Debtors of such acquisition, within
a reasonable period of time following such acquisition, including the amount of such acquisition,
which notice shall be deemed to be provided by the filing of a statement with the Bankruptcy
Court as required by Rule 2019 of the Federal Rules of Bankruptcy Procedure including revised
holdings information for such Consenting Creditor and (ii) such additional Debtor Claims shall
automatically and immediately upon acquisition by a Consenting Creditor, as applicable, be
deemed subject to the terms of this Agreement (regardless of when or whether notice of such
acquisition is given to the Debtors or counsel to the Consenting Creditors).
(e)
This Section 6 shall not impose any obligation on any Debtor to issue any
“cleansing letter” or otherwise publicly disclose information for the purpose of enabling a
Consenting Creditor to Transfer any Debtor Claims. Notwithstanding anything to the contrary in
this Section 6, to the extent the Debtors and another Party have entered into a separate agreement
with respect to the issuance of a “cleansing letter” or other public disclosure of information in
connection with any proposed Restructuring Transactions (each such executed agreement, a
“Confidentiality Agreement”), the terms of such Confidentiality Agreement shall continue to
apply and remain in full force and effect according to its terms.
(f)
Any Transfer made in violation of this Section 6 shall be void ab initio. Any
Consenting Creditor that effectuates a Permitted Transfer to a Permitted Transferee shall have no
liability under this Agreement arising from or related to the failure of the Permitted Transferee to
comply with the terms of this Agreement.
(g)
Notwithstanding anything to the contrary in this Section 6, the restrictions on
Transfer set forth in this Section 6 shall not apply to the grant of any liens or encumbrances on
any claims and interests in favor of a bank or broker-dealer holding custody of such claims and
interests in the ordinary course of business and which lien or encumbrance is released upon the
Transfer of such claims and interests.
Section 7.
Representations and Warranties of Consenting Creditors. Each Consenting
Creditor, severally, and not jointly, represents and warrants that:
(a)
it is the beneficial owner of the face amount of the Debtor Claims, or is the
nominee, investment manager, or advisor for beneficial holders of the Debtor Claims, as
reflected in such Consenting Creditor’s signature block to this Agreement (such Debtor Claims,
the “Owned Debtor Claims”);
(b)
it will not beneficially or legally own (either directly or indirectly through its
affiliates, any unaffiliated third parties in which it may hold a direct or indirect beneficial
interest, or as part of any group of persons acting pursuant to a plan or arrangement as described
in Treasury Regulation Section 1.355-6(c)(4)), in the aggregate, more than fifty percent (50%) of
the Debtor Claims or the Reorganized Common Stock in one or more Debtor entities during the
Effective Period or following the Termination Date;
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(c)
it has the full power and authority to act on behalf of, vote and consent to matters
concerning the Owned Debtor Claims;
(d)
the Owned Debtor Claims are free and clear of any pledge, lien, security interest,
charge, claim, equity, option, proxy, voting restriction, right of first refusal, or other limitation on
disposition, transfer, or encumbrances of any kind, that would adversely affect in any way such
Consenting Creditor’s ability to perform any of its obligations under this Agreement at the time
such obligations are required to be performed;
(e)
(i) it is either (A) a qualified institutional buyer as defined in Rule 144A of the
Securities Act, (B) an institutional accredited investor (as defined in Rule 501(a)(1), (2), (3), or
(7) under the Securities Act of 1933, as amended (the “Securities Act’), (C) a Regulation S nonU.S. person, or (D) the foreign equivalent of (A) or (B) above, and (ii) any securities of any
Debtor acquired by the applicable Consenting Creditor in connection with the Restructuring
Transactions will have been acquired for investment and not with a view to distribution or resale
in violation of the Securities Act; and
(f)
as of the date hereof, it has no actual knowledge of any event that, due to any
fiduciary or similar duty to any other person or entity, would prevent it from taking any action
required of it under this Agreement.
Section 8.
Debtors Representations, Warranties, and Covenants. Each Debtor represents,
warrants, and covenants, jointly and severally, to each other Party that no Event of Default is
currently outstanding or is expected to be outstanding as of the Petition Date under the First Lien
Credit Agreement, other than the Events of Default subject to the Waiver.
Section 9.
Mutual Representations, Warranties, and Covenants. Each of the Parties
represents, warrants, and covenants, severally and not jointly, to each other Party:
9.01. Enforceability. It is validly existing and in good standing under the laws of the
state of its organization, and this Agreement is a legal, valid, and binding obligation of such
Party, enforceable against it in accordance with its terms, except as enforcement may be limited
by applicable laws relating to or limiting creditors’ rights generally or by equitable principles
relating to enforceability.
9.02. No Consent or Approval. Except as expressly provided in this Agreement, the
Plan, the Term Sheet, or the Bankruptcy Code, no consent or approval is required by any other
person or entity in order for it to effectuate the Restructuring Transactions contemplated by, and
perform the respective obligations under, this Agreement.
9.03. Power and Authority. Except as expressly provided in this Agreement, it has all
requisite corporate or other power and authority to enter into, execute, and deliver this
Agreement and to effectuate the Restructuring Transactions contemplated by, and perform its
respective obligations under, this Agreement.
9.04. Governmental Consents. Except as expressly set forth herein and with respect to
the Debtors’ performance of this Agreement (and subject to necessary Bankruptcy Court
approval and/or regulatory approvals associated with the Restructuring Transactions), the
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execution, delivery, and performance by it of this Agreement does not, and shall not, require any
registration or filing with consent or approval of, or notice to, or other action to, with or by, any
federal, state, or other governmental authority or regulatory body.
9.05. No Conflicts. The execution, delivery, and performance of this Agreement does
not and shall not: (a) violate any provision of law, rules or regulations applicable to it or any of
its subsidiaries in any material respect; (b) violate its certificate of incorporation, bylaws, or
other organizational documents or those of any of its subsidiaries; or (c) conflict with, result in a
breach of, or constitute (with due notice or lapse of time or both) a default under any contractual
obligation to which it is a party, which conflict, breach, or default, would have a material adverse
effect on the Restructuring Transactions.
Section 10. Acknowledgement. Notwithstanding any other provision herein, this Agreement
is not and shall not be deemed to be an offer with respect to any securities or solicitation of votes
for the acceptance of a plan of reorganization for purposes of sections 1125 and 1126 of the
Bankruptcy Code or otherwise. Any such offer or solicitation will be made only in compliance
with all applicable securities laws and provisions of the Bankruptcy Code. The Debtors will not
solicit acceptances of any Plan from Consenting Creditors in any manner inconsistent with the
Bankruptcy Code or applicable bankruptcy law.
Section 11.

Termination Events.

11.01. Shared Consenting Creditor Termination Events. This Agreement may be
terminated as between: (a) the Consenting First Lien Creditors and the other Parties; (b) the
Consenting Second Lien Creditors and the other Parties; or (c) the Consenting Unsecured
Creditors and the other Parties, in each case, upon five (5) business days written notice, delivered
in accordance with Section 14.09 hereof to the Debtors and counsel to the other Consenting
Creditors, other than the Consenting Creditors seeking to terminate this Agreement pursuant to
this Section 11.01 (such Consenting Creditors, the “Terminating Consenting Creditors”), by
the Required First Lien Creditors, the Required Second Lien Creditors, or the Required Senior
Unsecured Creditors, as applicable, upon the occurrence and continuation of any of the following
events; except to the extent such event has been cured by the applicable Party within such five
(5) business day notice period; provided, that only the Required First Lien Creditors and/or the
Required Second Lien Creditors, as applicable, may terminate this Agreement upon the
occurrence and continuation of any of the events set forth in clauses (o), (p), or (q) of this
Section 11.01:
(a)
the effective date of the Plan (the “Plan Effective Date”) shall not have occurred
on or before 225 days after the Petition Date (the “Outside Date”);
(b)

the failure to meet any of the Milestones;

(c)
the breach in any material respect by any Party other than the Terminating
Consenting Creditors of any of the representations, warranties, covenants or commitments of
such breaching Party as set forth in this Agreement (it being understood and agreed that any
actions required to be taken by such Parties that are included in the Plan or the Term Sheet but
not in this Agreement are to be considered “covenants” of such Parties, and therefore covenants
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of this Agreement, notwithstanding the failure of any specific provision in the Plan or the Term
Sheet to be re-copied in this Agreement);
(d)
the issuance by any governmental authority, including any regulatory authority,
the Bankruptcy Court, or another court of competent jurisdiction, of any injunction, judgment,
decree, charge, ruling, or order that, in each case, would have an adverse effect on a material
provision of this Agreement or a material portion of the Restructuring Transactions or the Plan or
a material adverse effect on the Debtors’ businesses, unless the Debtors have sought a stay of
such injunction, judgment, decree, charge, ruling, or order within five (5) business days after the
date of such issuance, and such injunction, judgment, decree, charge, ruling, or order is reversed
or vacated within ten (10) business days after the date of such issuance; provided, however, that
if such issuance has been made at the request of any of the Consenting Creditors, then such
Consenting Creditors shall not be entitled to terminate this Agreement in accordance with this
Section 11.01(d) with respect to such issuance;
(e)
the Debtors seek the issuance by any governmental authority, including any
regulatory authority, the Bankruptcy Court, or another court of competent jurisdiction, of any
injunction, judgment, decree, charge, ruling, or order that, in each case, would have an adverse
effect on a material provision of this Agreement or a material portion of the Restructuring
Transactions or the Plan or a material adverse effect on the Debtors’ businesses;
(f)
an examiner with expanded powers beyond those set forth in section 1106(a)(3)
and (4) of the Bankruptcy Code or a trustee or receiver shall have been appointed in one or more
of the Chapter 11 Cases;
(g)
any Debtor either (i) files any motion seeking appointment of examiner with
expanded powers beyond those set forth in section 1106(a)(3) and (4) of the Bankruptcy Code or
a trustee or receiver in one or more of the Chapter 11 Cases or (ii) fails to act in a manner
materially consistent with this Agreement in response to such motion or application filed by any
person other than a Debtor;
(h)
the termination of this Agreement by the Consenting First Lien Creditors, the
Consenting Second Lien Creditors, or the Consenting Unsecured Creditors, as applicable;
(i)
the (i) conversion of one or more of the Chapter 11 Cases of the Debtors to a case
under chapter 7 of the Bankruptcy Code or (ii) dismissal of one or more of the Chapter 11 Cases
of the Debtors, unless such conversion or dismissal, as applicable, is made with the prior written
consent of counsel to the Required Consenting Creditors;
(j)
any Debtor (i) files any motion for the (A) conversion of one or more of the
Chapter 11 Cases of the Debtors to a case under chapter 7 of the Bankruptcy Code or (B)
dismissal of one or more of the Chapter 11 Cases of the Debtors, unless such conversion or
dismissal, as applicable, is made with the prior written consent of the Required Consenting
Creditors, or (ii) act in a manner materially consistent with this Agreement in response to such
motion or application filed by any person other than a Debtor;
(k)
any of the Restructuring Documents after completion, (i) contain terms,
conditions, representations, warranties, or covenants that are not materially consistent with the
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terms of this Agreement as reasonably determined by the Required Consenting Creditors, or are
otherwise not in form and substance reasonably acceptable to the Required Consenting Creditors
solely as provided in this Agreement, (ii) shall have been materially and adversely amended or
modified, or (iii) shall have been withdrawn, in each case without the prior written consent of the
Required Consenting Creditors and in the case of a Restructuring Document that is also an order,
including the Cash Collateral Orders and the Confirmation Order, such order shall have been
stayed, reversed, vacated or adversely modified, without the prior written consent of the relevant
Required Consenting Creditors, unless the Debtors have sought a stay of such order within five
(5) business days after the date of such issuance, and such order is stayed, reversed or vacated
within ten (10) business days after the date of such issuance;
(l)
any Debtor files a pleading seeking authority to amend, modify or withdraw any
of the Restructuring Documents without the prior written consent of the relevant Required
Consenting Creditors;
(m)
any Debtor directly or indirectly proposes, supports, assists, solicits, or files a
pleading seeking approval of any Alternative Transaction (or any approval of any sales, voting or
other procedures in connection with an Alternative Transaction) without the consent of the
Required Consenting Creditors;
(n)
any Debtor files any motion or application seeking authority to sell all or a
material portion of its assets without the prior written consent of the Required Consenting
Creditors;
(o)

the termination of the use of cash collateral as provided in the Cash Collateral

Orders;
(p)
any Debtor files any motion seeking authority (i) to use cash collateral that is not
substantially in the form of the Cash Collateral Order or (ii) to enter into post-petition secured
financing, without the prior written consent of the Required Consenting Creditors;
(q)
the Bankruptcy Court enters an order staying, vacating, adversely amending,
terminating, adversely extending or adversely modifying any material provision of the Cash
Collateral Order or the Debtors take any actions or file any pleadings that result in such an order
being entered unless the Debtors have sought a stay of such order within five (5) business days
after the date of such issuance, and such order is stayed, reversed or vacated within ten (10)
business days after the date of such issuance;
(r)
(i) the allowance of Administrative Claims (excluding Professional Fee Claims
incurred by persons or firms retained by the Debtors, the Consenting Creditors and the Creditors’
Committee), Other Priority Claims and otherwise non-dischargeable claims (or entry of a
judgment by a court of competent jurisdiction in respect of otherwise non-dischargeable claims)
in excess of $50 million in the aggregate, unless the Debtors have sought a stay of such order
within five (5) business days after the date of such issuance, and such order is stayed, reversed or
vacated within ten (10) business days after the date of such issuance, or (ii) a good faith belief of
the Debtors’ management that otherwise non-dischargeable claims are likely to exceed
$50 million in respect of any ongoing litigation matters;
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(s)
any Debtor terminates its obligations under and in accordance with this
Agreement (including, without limitation, pursuant to Section 11.02 of this Agreement);
(t)
any Debtor files any motion seeking to avoid, disallow, subordinate or
recharacterize any claim, lien, or interest held by any Consenting Creditor arising under the First
Lien Credit Agreement, the Second Lien Notes Indenture, or the Unsecured Senior Notes
Indentures;
(u)
the Bankruptcy Court enters an order avoiding, disallowing, subordinating or
recharacterizing any claim, lien, or interest held by any Consenting Creditor arising under the
First Lien Credit Agreement, the Second Lien Notes Indenture, or the Unsecured Senior Notes
Indentures, unless the Debtors have sought a stay of such order within five (5) business days
after the date of such issuance, and such order is stayed, reversed or vacated within ten (10)
business days after the date of such issuance;
(v)
the Bankruptcy Court grants relief that (i) is inconsistent with this Agreement in
any material respect or (ii) would, or would reasonably be expected to, materially frustrate the
purposes of this Agreement, including by preventing the consummation of the Restructuring
Transactions, unless the Debtors have sought a stay of such relief within five (5) business days
after the date of such issuance, and such order is stayed, reversed or vacated within ten (10)
business days after the date of such issuance;
(w)
prior to the Petition Date, either (i) an Event of Default under the First Lien Credit
Agreement (other than an Event of Default subject to the Waiver) shall have occurred and be
continuing or (ii) the Waiver shall have expired or been terminated in accordance with its terms;
(x)
holders of Second Lien Note Claims holding at least 33 1/3% or more by principal
amount outstanding of the Second Lien Note Claims timely submit ballots to reject the Plan; or
(y)
holders of Unsecured Senior Note Claims holding at least 33 1/3% or more by
principal amount outstanding of the Unsecured Senior Note Claims timely submit ballots to
reject the Plan.
11.02. Consenting Unsecured Creditors’ Termination Event. The Required Senior
Unsecured Creditors may by written notice terminate this Agreement, and change their vote in
respect of any plan of reorganization, upon a failure by the Debtors to satisfy Clause (v) of
Conditions Precedent to Confirmation and Effectiveness set forth in the Term Sheet.
11.03. Debtors’ Termination Events. Any Debtor may terminate this Agreement as to all
Parties upon five (5) business days’ prior written notice, delivered in accordance with
Section 14.09 hereof, upon the occurrence of any of the following events: (a) the Plan Effective
Date shall not have occurred by the Outside Date; (b) the breach by any of the Consenting
Creditors in any material respect of any provision set forth in this Agreement that is adverse to
the Debtors and that remains uncured for a period of twenty (20) business days after the receipt
by the Consenting Creditors of notice of such breach; (c) the board of directors, board of
managers, or a similar governing body of any Debtor determines based on advice of counsel that
proceeding with any of the Restructuring Transactions would be inconsistent with applicable law
or its fiduciary obligations under applicable law; or (d) the issuance by any governmental
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authority, including any regulatory authority, the Bankruptcy Court, or another court of
competent jurisdiction, of any ruling or order enjoining the consummation of a material portion
of the Restructuring Transactions.
11.04. Mutual Termination. This Agreement, and the obligations of all Parties
hereunder, may be terminated by mutual agreement among each of the Debtors and the Required
Consenting Creditors.
11.05. Automatic Termination. This Agreement shall terminate automatically without
any further required action or notice on the earlier of (i) the Plan Effective Date and (ii) the
Outside Date.
11.06. Effect of Termination. No Party may terminate this Agreement if such Party
failed to perform or comply in all material respects with the terms and conditions of this
Agreement, with such failure to perform or comply causing, or resulting in, the occurrence of
one or more termination events specified herein. The date on which termination of this
Agreement as to a Party is effective in accordance with Sections 11.01, 11.01(g), 11.04, and
11.05 shall be referred to as a “Termination Date.” Upon the occurrence of a Termination Date
as to a Party, this Agreement shall be of no further force and effect and each Party subject to
such termination shall be released from its commitments, undertakings, and agreements under or
related to this Agreement and shall have the rights and remedies that it would have had, had it
not entered into this Agreement, and shall be entitled to take all actions, whether with respect to
the Restructuring Transactions or otherwise, that it would have been entitled to take had it not
entered into this Agreement, including with respect to any and all claims or causes of action.
Notwithstanding anything to the contrary in this Agreement, Section 5.01(a)(iv) shall survive the
termination of this Agreement; provided, however, that, such survival shall not limit the rights of
any Consenting First Lien Credit Agreement Lender, nor shall prior entry into this Agreement
prejudice any Consenting First Lien Credit Agreement Lender from, following the termination of
this Agreement, (a) terminating the Swap Contracts or the Treasury Management Services
Agreements in accordance with the terms thereof and (b) (i) in the event of termination of this
Agreement pursuant to Section 11.01(i) or 11.01(j), offsetting amounts under the Swap Contracts
or the Treasury Management Services Agreements to the extent consistent with applicable law or
(ii) in the event of any other termination of this Agreement by the Consenting First Lien
Creditors, arguing that it is entitled to adequate protection or other relief (but not for the
avoidance of doubt any relief to effectuate an offset), including in the form of additional
paydown of the First Lien Credit Agreement Claims, with respect to amounts owed under the
Swap Contracts or the Treasury Management Services Agreements. Upon the occurrence of a
Termination Date, any and all consents or ballots tendered by the Parties subject to such
termination before a Termination Date shall be deemed, for all purposes, to be null and void
from the first instance and shall not be considered or otherwise used in any manner by the Parties
in connection with the Restructuring Transactions and this Agreement or otherwise.
Notwithstanding anything to the contrary in this Agreement, the foregoing shall not be construed
to prohibit the Debtors or any of the Consenting Creditors from contesting whether any such
termination is in accordance with its terms or to seek enforcement of any rights under this
Agreement that arose or existed before a Termination Date. Except as expressly provided in this
Agreement, nothing herein is intended to, or does, in any manner waive, limit, impair, or restrict
(a) any right of any Debtor or the ability of any Debtor to protect and reserve its rights (including
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rights under this Agreement), remedies, and interests, including its claims against any
Consenting Creditor, and (b) any right of any Consenting Creditor, or the ability of any
Consenting Creditor, to protect and preserve its rights (including rights under this Agreement),
remedies, and interests, including its claims against any Debtor or Consenting Creditor. Nothing
in this Section 11.06 shall restrict any Debtor’s right to terminate this Agreement in accordance
with Section 11.01(g).
11.07. No Violation of Automatic Stay. The Required Consenting Creditors are
authorized to take any steps necessary to enforce or effectuate the termination of this Agreement,
as applicable, including the sending of any applicable notices to the Debtors, notwithstanding
section 362 of the Bankruptcy Code or any other applicable law (and the Debtors hereby waive
the applicability of the automatic stay to the giving of such notice), and no cure period contained
in this Agreement shall be extended pursuant to sections 108 or 365 of the Bankruptcy Code or
any other applicable law without the prior written consent of the Required Consenting Creditors.
Section 12. Amendments. This Agreement, including the Term Sheet, may not be modified,
amended, or supplemented in any manner except in writing signed by each of the Debtors and
the Required Consenting Creditors; provided, however, that if the proposed modification,
amendment, or supplement has a material, disproportionate (as compared to other Consenting
Creditors holding claims within the same Class as provided for in the Term Sheet) and adverse
effect on any of the Consenting Creditors or the Claims held by such Consenting Creditors
(including any disparate treatment with respect to the releases granted under the Plan), then the
consent of each such affected Consenting Creditor shall also be required to effectuate such
modification, amendment, or supplement. Any proposed modification, amendment, or
supplement that is not approved by the requisite Parties as set forth above shall be ineffective and
void ab initio.
Section 13.
Agreement.

Waiver of Defaults and Events of Default under the First Lien Credit

13.01. Summary of Defaults and Events of Default under the First Lien Credit
Agreement.
(a)
SandRidge received (a) a letter from the First Lien Credit Agreement Agent on
March 11, 2016 re: Special Determination of the Borrowing Base (the “Redetermination
Notice”), (b) a letter from the First Lien Credit Agreement Agent on March 15, 2016 re:
Borrowing Base Deficiency Election Notice (the “Borrowing Base Deficiency Notice” and,
together with the Redetermination Notice, the “Borrowing Base Redetermination Notices”)
and (c) a notice of default from the First Lien Credit Agreement Agent on March 31, 2016 re:
SandRidge’s failure to deliver financials without a “going concern” qualification (the “Going
Concern Default Notice”). Pursuant to Section 8.01(c) of the First Lien Credit Agreement, a
30-day grace period expired on April 30, 2016 and the Default specified in the Going Concern
Default Notice (the “Going Concern Default”) ripened into an Event of Default (the “Going
Concern Event of Default”).
(b)
Pursuant to Section 2.05(c) of the First Lien Credit Agreement, on
March 21, 2016, SandRidge gave written notice to the First Lien Credit Agreement Agent
18
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(the “Borrowing Base Election Notice”) of its intention to remedy the alleged Borrowing Base
Deficiency referred to in the Borrowing Base Redetermination Notices by exercising its cure
options under Section 2.05(c) of the First Lien Credit Agreement, including, without limitation,
submitting additional Oil and Gas Properties to the First Lien Credit Agreement Agent for
evaluation as Borrowing Base properties on or before April 20, 2016 (the “Deadline Date”),
which is thirty (30) days following SandRidge’s delivery of the Borrowing Base Election Notice.
(c)
Pursuant to Sections 6.01(b) and 6.02(a) of the First Lien Credit Agreement, on or
before May 15, 2016, SandRidge is required to deliver (i) financial statements for the fiscal
quarter ended March 31, 2016 and (ii) a compliance certificate calculating both the Consolidated
First Lien Leverage Ratio and the Consolidated Current Ratio as of such fiscal quarter end to the
First Lien Credit Agreement Agent and the First Lien Credit Agreement Lenders under the First
Lien Credit Agreement. SandRidge will be unable to cause (i) the Consolidated First Lien
Leverage Ratio as of the fiscal quarter ended March 31, 2016 to be less than 2.00:1.00 as
provided in Section 7.11(a) of the First Lien Credit Agreement and (ii) the Consolidated Current
Ratio as of the as of the fiscal quarter ended March 31, 2016 to be greater than 1.00:1.00 as
provided in Section 7.11(b) of the First Lien Credit Agreement (collectively, the “Financial
Covenant Events of Default”).
(d)
The entry by the Debtors into this Agreement may constitute an Event of Default
under Sections 8.01(f) and 8.01(g) of the First Lien Credit Agreement (collectively, the “RSA
Events of Default”).
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13.02. Waiver of Defaults and Events of Default under the First Lien Credit
Agreement. The First Lien Credit Agreement Agent and the Consenting First Lien Creditors
hereby agree, subject to the terms of this Agreement, to waive until May 31, 2016 (the “Waiver
Termination Date”) (a) the requirement to implement, and SandRidge’s alleged failure to
implement, a cure option under Section 2.05(c) of the First Lien Credit Agreement by the
Deadline Date, (b) the Going Concern Event of Default, (c) the Financial Covenant Events of
Default and (d) the RSA Events of Default.
Each capitalized term used in this Section 13 of this Agreement but not otherwise defined in this
Section 13 of this Agreement shall have the meaning given to such term in the First Lien Credit
Agreement. For the avoidance of doubt, the First Lien Credit Agreement Agent and the
Consenting First Lien Creditors hereby agree to forbear from exercising any remedies available
to it or them under the First Lien Credit Agreement in connection with the alleged failure to cure
the alleged Borrowing Base Deficiency referred to in the Borrowing Base Redetermination
Notices, the Going Concern Default, the Financial Covenant Events of Default and the RSA
Events of Default, in each case, until the Waiver Termination Date.
Section 14.

Miscellaneous.

14.01. Further Assurances. Subject to the other terms of this Agreement, the Parties
agree to execute and deliver such other instruments and perform such acts, in addition to the
matters herein specified, as may be reasonably appropriate or necessary, or as may be required
by order of the Bankruptcy Court, from time to time, to effectuate the Restructuring
Transactions, as applicable.
14.02. Complete Agreement. This Agreement constitutes the entire agreement among
the Parties with respect to the subject matter hereof and supersedes all prior agreements, oral, or
written, among the Parties with respect thereto.
14.03. Headings. The headings of all sections of this Agreement are inserted solely for
the convenience of reference and are not a part of and are not intended to govern, limit, or aid in
the construction or interpretation of any term or provision hereof.
14.04. GOVERNING LAW; SUBMISSION TO JURISDICTION; SELECTION OF
FORUM; WAIVER OF TRIAL BY JURY. THIS AGREEMENT IS TO BE GOVERNED BY
AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW
YORK APPLICABLE TO CONTRACTS MADE AND TO BE PERFORMED IN SUCH
STATE, WITHOUT GIVING EFFECT TO THE CONFLICT OF LAWS PRINCIPLES
THEREOF. Each Party hereto agrees that it shall bring any action or proceeding in respect of
any claim arising out of or related to this Agreement in either the United States District Court for
the Southern District of New York or any New York state court (the “Chosen Courts”), and
solely in connection with claims arising under this Agreement: (a) irrevocably submits to the
exclusive jurisdiction of the Chosen Courts; (b) waives any objection to laying venue in any such
action or proceeding in the Chosen Courts; and (c) waives any objection that the Chosen Courts
are an inconvenient forum or do not have jurisdiction over any Party hereto or constitutional
authority to finally adjudicate the matter; provided, however, that if the Debtors commence the
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Chapter 11 Cases, then the Bankruptcy Court (or court of proper appellate jurisdiction) shall be
the exclusive Chosen Court.
14.05. Trial by Jury Waiver. EACH PARTY HERETO IRREVOCABLY WAIVES
ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING
OUT OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS
CONTEMPLATED HEREBY.
14.06. Execution of Agreement. This Agreement may be executed and delivered in any
number of counterparts and by way of electronic signature and delivery, each such counterpart,
when executed and delivered, shall be deemed an original, and all of which together shall
constitute the same agreement. Except as expressly provided in this Agreement, each individual
executing this Agreement on behalf of a Party has been duly authorized and empowered to
execute and deliver this Agreement on behalf of said Party.
14.07. Interpretation and Rules of Construction. This Agreement is the product of
negotiations among the Debtors and the Consenting Creditors, and in the enforcement or
interpretation hereof, is to be interpreted in a neutral manner, and any presumption with regard to
interpretation for or against any Party by reason of that Party having drafted or caused to be
drafted this Agreement, or any portion hereof, shall not be effective in regard to the
interpretation hereof. The Debtors and the Consenting Creditors were each represented by
counsel during the negotiations and drafting of this Agreement and continue to be represented by
counsel. In addition, this Agreement shall be interpreted in accordance with section 102 of the
Bankruptcy Code.
14.08. Successors and Assigns. This Agreement is intended to bind and inure to the
benefit of the Parties and their respective successors and permitted assigns, as applicable. There
are no third party beneficiaries under this Agreement, and the rights or obligations of any Party
under this Agreement may not be assigned, delegated, or transferred to any other person or
entity.
14.09. Notices. All notices hereunder shall be deemed given if in writing and delivered
by electronic mail, courier, or registered or certified mail (return receipt requested) to the
following addresses (or at such other addresses as shall be specified by like notice):
(a)

if to a Debtor, to:
SandRidge Energy, Inc.
123 Robert S. Kerr Avenue
Oklahoma City, OK 73102
Attention: Philip Warman
Email address: pwarman@sandridgeenergy.com
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with copies (which shall not constitute notice) to:
Kirkland & Ellis LLP
601 Lexington Avenue
New York, New York 10022
Attention: Christopher Marcus, P.C.
Email address: christopher.marcus@kirkland.com
and
Kirkland & Ellis LLP
300 North LaSalle Street
Chicago, IL 60654
Attention: Steven N. Serajeddini
Email address: steven.serajeddini@kirkland.com
(b)

if to a Consenting First Lien Creditor, to:
Paul Hastings LLP
77 East 55th Street
New York, NY 10022
United States of America
Attention: Andrew V. Tenzer, Leslie Plaskon and Michael E. Comerford
Email address: andrewtenzer@paulhastings.com
leslieplaskon@paulhastings.com
michaelcomerford@paulhastings.com

(c)

if to a Consenting Second Lien Creditor, to:
Davis Polk & Wardwell LLP
450 Lexington Avenue
New York, NY 10017
Attention: Damian S. Schaible, Eli J. Vonnegut, and Christopher Robertson
Email address: damian.schaible@davispolk.com
eli.vonnegut@davispolk.com
christopher.robertson@davispolk.com

(d)

if to a Consenting Unsecured Creditor, to:
Weil, Gotshal & Manges LLP
767 Fifth Avenue
New York, NY 10153
Attention: Joseph H. Smolinsky and David Griffiths
Email address: joseph.smolinsky@weil.com
david.griffiths@weil.com
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or such other address as may have been furnished by a Party to each of the other Parties by
notice given in accordance with the requirements set forth above. Any notice given by delivery,
mail (electronic or otherwise), or courier shall be effective when received.
14.10. Independent Due Diligence and Decision Making. Each Consenting Party hereby
confirms that its decision to execute this agreement has been based upon its independent
investigation of the operations, businesses, financial and other conditions, and prospects of the
Debtors.
14.11. Waiver. If the Restructuring Transactions are not consummated, or if this
Agreement is terminated for any reason, the Parties fully reserve any and all of their rights.
Pursuant to Federal Rule of Evidence 408 and any other applicable rules of evidence, this
Agreement and all negotiations relating hereto shall not be admissible into evidence in any
proceeding other than a proceeding to enforce its terms, pursue the consummation of the
Restructuring Transactions, or the payment of damages to which a Party may be entitled under
this Agreement.
14.12. Specific Performance. It is understood and agreed by the Parties that money
damages would be an insufficient remedy for any breach of this Agreement by any Party and
each non-breaching Party shall be entitled to specific performance and injunctive or other
equitable relief (without the posting of any bond and without proof of actual damages) as a
remedy of any such breach, including an order of the Bankruptcy Court or other court of
competent jurisdiction requiring any Party to comply promptly with any of its obligations
hereunder.
14.13. Several, Not Joint, Claims. Except as otherwise expressly set forth herein, the
agreements, representations, warranties, and obligations of the Parties under this Agreement are,
in all respects, several and not joint.
14.14. Severability and Construction. If any provision of this Agreement shall be held
by a court of competent jurisdiction to be illegal, invalid, or unenforceable, the remaining
provisions shall remain in full force and effect if essential terms and conditions of this
Agreement for each Party remain valid, binding, and enforceable.
14.15. Remedies Cumulative. All rights, powers, and remedies provided under this
Agreement or otherwise available in respect hereof at law or in equity shall be cumulative and
not alternative, and the exercise of any right, power, or remedy thereof by any Party shall not
preclude the simultaneous or later exercise of any other such right, power, or remedy by such
Party.

23
KE 39524236

Case 16-32488 Document 22 Filed in TXSB on 05/16/16 Page 78 of 137
EXECUTION VERSION

IN WITNESS WHEREOF, the Parties have executed this Agreement on the day
and year first above written.
[Remainder of page intentionally left blank.]
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Consenting Creditor Signature Page to
the Restructuring Support and Lock-Up Agreement

[NAME]
_______________________________
Name:
Title:
Address:

E-mail address(es):
Telephone:
Facsimile:

Aggregate Amounts Beneficially Owned or Managed on Account of:
First Lien Credit Agreement Claims (if any)
Second Lien Note Claims (if any)
Unsecured Note Claims (if any)
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$[__]
$[__]
$[__]
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EXHIBIT A to
the Restructuring Support and Lock-Up Agreement
Term Sheet

KE 39524236

Case 16-32488 Document 22 Filed in TXSB on 05/16/16 Page 83 of 137
EXECUTION VERSION

THIS TERM SHEET IS NOT AN OFFER WITH RESPECT TO ANY SECURITIES OR A
SOLICITATION OF ACCEPTANCES OF A CHAPTER 11 PLAN WITHIN THE MEANING OF
SECTION 1125 OF THE BANKRUPTCY CODE. ANY SUCH OFFER OR SOLICITATION
WILL COMPLY WITH ALL APPLICABLE SECURITIES LAWS AND/OR PROVISIONS OF
THE BANKRUPTCY CODE. NOTHING CONTAINED IN THIS TERM SHEET SHALL BE AN
ADMISSION OF FACT OR LIABILITY OR DEEMED BINDING ON ANY OF THE PARTIES
HERETO.

RESTRUCTURING TERM SHEET
INTRODUCTION
This term sheet, including the Exhibits attached hereto (collectively, this “Term Sheet”),1 describes the
terms of a restructuring of SandRidge Energy, Inc. (“SandRidge”) and certain of its directly and
indirectly-owned subsidiaries listed on Exhibit B (collectively, the “Debtors,” and such restructuring, the
“Restructuring”) through cases that will be filed under chapter 11 of the Bankruptcy Code in the United
States Bankruptcy Court (the “Bankruptcy Court”).
The Debtors will implement the Restructuring through a plan of reorganization (as it may be amended or
supplemented from time to time, including all exhibits, schedules, supplements, appendices, annexes and
attachments thereto, the “Plan”), which shall be consistent with the terms of this Term Sheet and the
Restructuring Support Agreement, under chapter 11 of the Bankruptcy Code. This Term Sheet
incorporates the rules of construction set forth in section 102 of the Bankruptcy Code.
The governing documents with respect to the Restructuring will contain terms and conditions that are
dependent on each other, including those described in this Term Sheet.
This Term Sheet does not include a description of all of the terms, conditions, and other provisions that
are to be contained in the definitive documentation governing the Restructuring. The Restructuring will
not contain any material terms or conditions that are inconsistent in any material respect with this Term
Sheet. This Term Sheet is confidential and may not be released to any other party unless permitted in
accordance with an executed confidentiality agreement with the Debtors.

1

Capitalized terms used but not otherwise defined in this Term Sheet or in the Restructuring Support Agreement
have the meanings ascribed to such terms as set forth on Exhibit A.
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TREATMENT OF CLAIMS AND INTERESTS OF THE DEBTORS UNDER THE PLAN
Class No.

N/A

N/A

Class 1

Class 2

Class 3

Type of Claim

Treatment

Impairment /
Voting

Unclassified Non-Voting Claims Against the Debtors
Administrative On the Effective Date, except to the extent that a Holder N/A
Claims
of an Allowed Administrative Claim and the Debtor
against which such Allowed Administrative Claim is
asserted agree to less favorable treatment for such Holder,
each Holder of an Allowed Administrative Claim shall
receive, in full satisfaction of its Claim, payment in full in
cash.
Priority Tax
Except to the extent that a Holder of an Allowed Priority N/A
Claims
Tax Claim and the Debtor against which such Allowed
Priority Tax Claim is asserted agree to less favorable
treatment for such Holder, each Holder of an Allowed
Priority Tax Claim shall receive, in full satisfaction of its
Claim, payments in cash in a manner consistent with
section 1129(a)(9)(C) of the Bankruptcy Code.
Classified Claims and Interests of the Debtors
Other Secured On the Effective Date, in full satisfaction of each
Claims
Allowed Other Secured Claim against the Debtors, each
Holder thereof shall receive, at the option of the
applicable Debtor:
(a) payment in full in cash;
(b) delivery of the collateral securing any such Claim and
payment of any interest required under section 506(b) of
the Bankruptcy Code; (c) Reinstatement of such Other
Secured Claim; or (d) other treatment rendering such
Claim Unimpaired.
Other Priority On the Effective Date, except to the extent that a Holder
Claims
of an Allowed Other Priority Claim and the Debtor
against which such Allowed Other Priority Claim is
asserted agree to less favorable treatment for such Holder,
in full satisfaction of each Allowed Other Priority Claim
against the Debtors, each Holder thereof shall receive
payment in full in cash or other treatment rendering such
Claim Unimpaired.
First Lien
On the Effective Date, in full satisfaction of each
Credit
Allowed First Lien Credit Agreement Claim, each Holder
Agreement
thereof shall receive participation in its Pro Rata share of
Claims
the New First Lien Exit Facility in the amount of
$425 million and $35 million of cash (except that all
hedging agreements entered into by Lenders under the
First Lien Credit Agreement prior to the Petition Date
shall remain in place).
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Class 4

Second Lien
Note Claims

On the Effective Date, Second Lien Note Claims shall be Impaired;
deemed Allowed in the aggregate amount of entitled to
$1,328 million, plus accrued but unpaid interest, fees and vote.
any and all other amounts due thereunder.
On the Effective Date, in full satisfaction of each
Allowed Second Lien Note Claim, each Holder thereof
shall receive its Pro Rata share of: (a) 85% of the New
Common Stock, as fully-diluted by the Conversion
Equity (measured through the Conversion Date), subject
to dilution by the Employee Incentive Plan, the Rights
Offering Equity, and the Warrants; (b) the New
Convertible Debt; and (c) the Rights, if applicable.

Class 5

General
Unsecured
Claims

On the Effective Date, Unsecured Note Claims shall be Impaired;
deemed Allowed in the aggregate amount of $2,349 entitled to
million.
vote.
On the Effective Date, in full satisfaction of each
Allowed General Unsecured Claim, each Holder thereof
shall receive its Pro Rata share of: (a) $10 million in
cash; (b) 15% of the New Common Stock, as
fully-diluted by the Conversion Equity (measured
through the Conversion Date), subject to dilution by the
Employee Incentive Plan, the Rights Offering Equity, and
the Warrants; (c) the Rights, if applicable; (d) the
Warrants; and (e) the cash proceeds of the New Building
Note.

Class 6

Intercompany
Claims

On the Effective Date, unless otherwise provided for
under the Plan, each Debtor Intercompany Claim shall
either be Reinstated or canceled and released at the option
of the Debtors.

Class 7

Section 510(b)
Claims

On the Effective Date, Section 510(b) Claims shall be Impaired;
canceled and released without receiving any recovery on deemed to
account thereof.
reject.

Class 8

Intercompany
Interests

Class 9

Existing
Preferred
Stock

Class 10

Existing
Common
Stock

On the Effective Date, Intercompany Interests shall be Unimpaired;
Reinstated.
deemed to
accept.
On the Effective Date, the Existing Preferred Stock shall Impaired;
be canceled and released without receiving any recovery deemed to
on account thereof.
reject.
On the Effective Date, the Existing Common Stock shall Impaired;
be canceled and released without receiving any recovery deemed to
on account thereof.
reject.

Unimpaired;
deemed to
accept or
Impaired;
deemed to
reject.

MATERIAL TERMS OF THE RESTRUCTURING
Cash Collateral Orders

The Debtors shall seek, and the Consenting Creditors shall support, approval
of an interim and final order to obtain use of cash collateral consistent with the
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Cash Collateral Term Sheet set forth in Exhibit D and in form and substance
reasonably acceptable to the Required Consenting Creditors.
Lien Perfection
Obligations

As a central component of the Consenting Creditors’ agreement to support the
Restructuring and in exchange for the new value of the commitments and
undertakings of the Consenting Creditors to enable and facilitate
Consummation of the Restructuring on the terms set forth in the Restructuring
Support Agreement, including the Waiver and the equitization of the Second
Lien Note Claims, (i) the Debtors shall perfect liens on substantially all of
their assets in favor of the holders of First Lien Credit Agreement Claims, and
the Debtors shall perfect liens, junior to such liens granted in favor of holders
of First Lien Credit Agreement Claims on such assets in favor of holders of
Second Lien Note Claims, in a manner consistent with the Intercreditor
Agreement, and (ii) to the extent that the Debtors perfect any liens on any of
their assets in favor of holders of Second Lien Note Claims, the Debtors shall
perfect liens, senior to such liens granted in favor of holders of Second Lien
Note Claims on such assets in favor of holders of First Lien Credit Agreement
Claims, in a manner consistent with the Intercreditor Agreement.

Paydown of First Lien
Credit Agreement Claims

Subject to the requisite percentage of First Lien Credit Agreement Lenders
executing the Restructuring Support Agreement and providing the Waiver by
no later than May 11, 2016, immediately upon such execution and Waiver, the
Debtors shall indefeasibly pay $40 million in cash to the First Lien Credit
Agreement Lenders.

Employment Obligations

The Consenting Creditors consent to and shall support: (a) approval of the
Wages Motion and a subsequent motion to approve the relief requested in the
Wages Motion as it would apply to Insiders; (b) assumption by the
Reorganized Debtors of the Employee Compensation and Benefits, in each
case on the current terms of such arrangements as may be modified from time
to time in the ordinary course of business; and (c) assumption by the
Reorganized Debtors of the written employment or indemnification contracts
between a Debtor and an employee or director that exist and remain effective
as of the date hereof and have been provided to the Consenting Creditors
(the “Employment Contracts”); provided, however, that, notwithstanding the
foregoing, it is agreed and understood that Employee Compensation and
Benefits that are components of at-will employment arrangements, are
provided or determined at the Debtors’ discretion, or are subject to
modification or termination by the Reorganized Debtors in accordance with
applicable law will remain as such with respect to the Reorganized Debtors
after the Effective Date.
After the Effective Date, each current employee who is party to an
employment agreement with the Debtors shall either: (i) have such agreement
assumed by the Reorganized Debtors pursuant to the Plan; or (ii) receive a
new employment agreement from the Reorganized Debtors on terms that are
equal or better than the existing agreement and reasonably acceptable to the
respective employee, the Reorganized Debtors, and the Required Second Lien
Creditors.

Indemnification of
Prepetition Directors,
Officers, Managers, et al.

Under the Restructuring, to the extent consistent with applicable law, the
indemnification obligations for the Debtors’ current and former directors,
officers, managers, and employees, and current attorneys, accountants,
investment bankers, and other professionals of the Debtors, as applicable, shall
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be assumed and remain in full force and effect after the Effective Date, and
shall not be modified, reduced, discharged, impaired, or otherwise affected in
any way, and shall survive Unimpaired and unaffected, irrespective of when
such obligation arose, in each case so long as (i) the Debtors have in good faith
estimated and included in the Disclosure Statement (or disclosed in such other
manner as agreed by the Required Consenting Creditors in their discretion) a
statement that, in their good faith belief, the future costs to be paid by the
Reorganized Debtors on account of such obligations should be less than
$10 million in the aggregate, and (ii) such indemnification obligations are set
forth in any of: (a) the organizational documents of a Debtor (including in the
by-laws, certificates of incorporation or formation, limited liability company
agreements, other organizational or formation documents, or board
resolutions); (b) the Employment Contracts; or (c) an engagement or retention
letter as to professional or advisory services; provided, however, that one or
more former (as of the Petition Date) directors and officers of the Debtors, as
agreed by the Debtors and the Required Second Lien Creditors, shall not have
such indemnification obligations assumed.
Claims of the Debtors

The Reorganized Debtors, as applicable, shall retain all rights to commence
and pursue any Causes of Action, other than any Causes of Action released (a)
by the Debtors pursuant to the release and exculpation provisions outlined in
this Term Sheet or (b) pursuant to the Plan, the Confirmation Order, the Cash
Collateral Order or other order of the Bankruptcy Court, each to the extent
applicable.

Director, Officer,
Manager, and Employee
Tail Coverage

On or before the Effective Date, to the extent not already obtained, the Debtors
will obtain sufficient liability insurance policy coverage for the six-year period
following the Effective Date for the benefit of the Debtors’ current and former
directors, managers, officers, and employees on terms no less favorable than
the Debtors’ existing director, officer, manager, and employee coverage and
with an available aggregate limit of liability upon the Effective Date of no less
than the aggregate limit of liability under the existing director, officer,
manager, and employee coverage upon placement.

Conditions Precedent to
Confirmation and
Effectiveness

The following shall be conditions precedent to Confirmation:
(i) the Bankruptcy Court shall have entered the Disclosure Statement
Order;
(ii) the Bankruptcy Court shall have entered the Confirmation Order; and
(iii) the Confirmation Order shall:
a. authorize the Debtors to take all actions necessary to enter
into, implement, and consummate the contracts, instruments,
releases, leases, indentures, and other agreements or
documents created in connection with the Plan;
b. decree that the provisions of the Confirmation Order and the
Plan are nonseverable and mutually dependent;
c. authorize the Debtors and Reorganized Debtors, as
applicable/necessary, to: (i) implement the Restructuring
Transactions; (ii) issue and distribute the New Common
Stock, the New First Lien Exit Facility, the New Convertible
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Debt, the Rights, the Warrants, and the New Building Note
(each as applicable), each pursuant to the exemption from
registration under the Securities Act provided by section 1145
of the Bankruptcy Code or other exemption from such
registration or pursuant to one or more registration statements;
(iii) pay $35 million to the Lenders under the First Lien Credit
Agreement; (iv) make all distributions and issuances as
required under the Plan, the New Common Stock, the New
First Lien Exit Facility, the New Convertible Debt, the Rights,
the Warrants, and the New Building Note (each as applicable);
and (v) enter into any agreements, transactions, and sales of
property as set forth in the Plan Supplement, including the
Employee Incentive Plan;
d. provide that, pursuant to section 1146 of the Bankruptcy
Code, the assignment or surrender of any lease or sublease,
and the delivery of any deed or other instrument or transfer
order, in furtherance of, or in connection with the Plan,
including any deeds, bills of sale, or assignments executed in
connection with any disposition or transfer of assets
contemplated under the Plan, shall not be subject to any
stamp, real estate transfer, mortgage recording, or other
similar tax; and
e. contain the release, injunction, and exculpation provisions
contained in this Term Sheet.
(iv) the aggregate Allowed amount of Administrative Claims, Other
Priority Claims and other non-dischargeable claims (excluding
Professional Fee Claims incurred by persons or firms retained by the
Debtors, the Consenting Creditors, the First Lien Credit Agreement
Agent and the Creditors’ Committee, or ordinary course trade
obligations) shall not exceed $50 million, without the consent of the
Required Consenting Creditors;
(v) the aggregate (i) Allowed amount of Unsecured Non-Note Claims,
(ii) Unsecured Non-Note Claims estimated by the Court for
distribution purposes, and (iii) ascribed value of unliquidated,
contingent, and disputed Unsecured Non-Note Claims in an order
fixing a pro-rata disputed claims reserve (or otherwise reserved) in
connection with confirmation of the Plan shall not exceed
$200 million (the “GUC Cap”), provided, however, that in the event
that any claims related to In re SandRidge Energy, Inc. Securities
Litigation and Duane & Virginia Lanier Trust v. SandRidge Energy,
Inc., et al. are Allowed or otherwise determined by Court order to be
General Unsecured Claims and not subject to expungement or
subordination, then the GUC Cap shall be increased to $275 million;
provided, further, that the Debtors may modify the Plan, in a manner
agreed upon by the Debtors and the Consenting Second Lien
Creditors, to provide for an increased recovery to the Consenting
Unsecured Creditors, in the form of a combination of Warrants, New
Common Stock, New Building Note, and cash, in the same proportion
of the consideration as provided for herein, that would provide the
Consenting Unsecured Creditors the same pro rata recovery that they
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would have received under the Plan (assuming the valuations provided
for under the Plan and the Disclosure Statement) if the Allowed
amount of General Unsecured Claims were equal to the GUC Cap; and
(i) the Restructuring Support Agreement shall not have been terminated.
Conditions Precedent to
the Effective Date

The following shall be conditions precedent to the Effective Date:
(i)

the Confirmation Order shall have been duly entered and shall not
(A) have been reversed or vacated, (B) be subject to a then effective
stay, or (C) without the consent of the Required Consenting
Creditors, have been modified or amended;

(i)

the Debtors shall have obtained all authorizations, consents,
regulatory approvals, rulings, or documents that are necessary to
implement and effectuate the Plan;

(ii)

the final version of the Plan Supplement and all of the schedules,
documents, and exhibits contained therein, and all other schedules,
documents, supplements and exhibits to the Plan, shall be in form
and substance as required under the Restructuring Support
Agreement, and shall have been filed in a manner consistent with the
Restructuring Support Agreement;

(iii) all Allowed Professional Fee Claims approved by the Bankruptcy
Court shall have been paid in full or amounts sufficient to pay such
Allowed Professional Fee Claims after the Effective Date shall have
been placed in the Professional Fee Escrow Account pending
approval of the Professional Fee Claims by the Bankruptcy Court;
and
(iv) the Debtors shall have implemented the Restructuring Transactions
in a manner consistent in all material respects with the Plan and the
Restructuring Support Agreement.
CORPORATE GOVERNANCE PROVISIONS/SECTION 1145 EXEMPTION
Charter; Bylaws; Corporate Corporate governance for Reorganized SandRidge or any of its
subsidiaries, including charters, bylaws, operating agreements, or other
Governance
organization or formation documents, as applicable, shall be consistent
with section 1123(a)(6) of the Bankruptcy Code, as applicable, and in form
and substance reasonably acceptable to the Debtors and the Required
Second Lien Creditors. The Debtors and the Consenting Second Lien
Creditors shall reasonably consult with the Consenting Unsecured
Creditors regarding minority protections in the Reorganized SandRidge
corporate governance documents.
The Reorganized SandRidge Board will be composed of five members as
of the Effective Date as follows: (a) one will be Reorganized SandRidge’s
chief executive officer; and (b) four will be nominated by the Required
Second Lien Creditors; provided, however, that, if any one New Equity
Party funds or backstops $100 million or more of the Rights Offering, an
additional member will be added to the Reorganized SandRidge Board
nominated by such New Equity Party.
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The issuance of all securities in connection with the Plan, including the
New Common Stock, the New First Lien Exit Facility, the New
Convertible Debt, the Rights, the Warrants, and the New Building Note
(each as applicable) will be exempt from SEC registration to the fullest
extent permitted by law. The Debtors and the Reorganized Debtors, as
applicable, will use commercially reasonable efforts to cause the New
Common Stock to be listed for trading on a national securities exchange on
or as soon as reasonably practicable after the Effective Date.

Exemption from SEC
Registration

GENERAL PROVISIONS REGARDING THE PLAN
Subordination

The classification and treatment of Claims under the Plan shall settle and
compromise the respective contractual, legal, and equitable subordination
rights of such Claims, and any such rights shall be released pursuant to
the Plan.

Restructuring Transactions

The Confirmation Order shall be deemed to authorize, among other
things, all actions as may be necessary or appropriate, consistent with the
Restructuring Support Agreement, to effect any transaction described in,
approved by, contemplated by, or necessary to effectuate the Plan.

Cancellation of Notes,
Instruments, Certificates,
and Other Documents

On the Effective Date, except to the extent otherwise provided in this
Term Sheet, the Restructuring Support Agreement or the Plan, all notes,
instruments, certificates, and other documents evidencing Claims or
Interests, including credit agreements and indentures, shall be canceled
and the obligations of the Debtors thereunder or in any way related
thereto shall be deemed satisfied in full and discharged.

Issuance of New Securities;
Execution of the Plan
Restructuring Documents

On the Effective Date, the Debtors or Reorganized Debtors, as applicable,
shall issue all securities, notes, instruments, certificates, and other
documents required to be issued pursuant to the Restructuring.

Executory Contracts and
Unexpired Leases

Except as otherwise provided in this Term Sheet or the Restructuring
Support Agreement, the Debtors shall assume or reject, as the case may
be, executory contracts and unexpired leases in the Plan Supplement in
form and substance reasonably acceptable to the Required Consenting
Creditors; provided, however, that the Debtors shall consult and
reasonably cooperate with the Consenting Creditors with respect to the
assumption or rejection of such contracts and leases.

Retention of Jurisdiction

The Plan will provide for the retention of jurisdiction by the Bankruptcy
Court for usual and customary matters.
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Discharge of Claims and
Termination of Interests

Pursuant to section 1141(d) of the Bankruptcy Code, and except as
otherwise specifically provided in the Plan or in any contract,
instrument, or other agreement or document created pursuant to the
Plan, the distributions, rights, and treatment that are provided in the
Plan shall be in complete satisfaction, discharge, and release, effective
as of the Effective Date, of Claims (including any Debtor
Intercompany Claims resolved or compromised after the Effective
Date by the Reorganized Debtors), Interests, and Causes of Action of
any nature whatsoever, including any interest accrued on Claims or
Interests from and after the Petition Date, whether known or
unknown, against, liabilities of, Liens on, obligations of, rights
against, and Interests in, the Debtors or any of their assets or
properties, regardless of whether any property shall have been
distributed or retained pursuant to the Plan on account of such
Claims and Interests, including demands, liabilities, and Causes of
Action that arose before the Effective Date, any liability (including
withdrawal liability) to the extent such Claims or Interests relate to
services performed by employees of the Debtors before the Effective
Date and that arise from a termination of employment, any
contingent or non-contingent liability on account of representations
or warranties issued on or before the Effective Date, and all debts of
the kind specified in sections 502(g), 502(h), or 502(i) of the
Bankruptcy Code, in each case whether or not: (1) a Proof of Claim
based upon such debt or right is filed or deemed filed pursuant to
section 501 of the Bankruptcy Code; (2) a Claim or Interest based
upon such debt, right, or Interest is Allowed pursuant to section 502
of the Bankruptcy Code; or (3) the Holder of such a Claim or Interest
has accepted the Plan. Any default or “event of default” by the
Debtors or Affiliates with respect to any Claim or Interest that
existed immediately before or on account of the filing of the
Chapter 11 Cases shall be deemed cured (and no longer continuing)
as of the Effective Date. The Confirmation Order shall be a judicial
determination of the discharge of all Claims and Interests subject to
the Effective Date occurring.
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Releases by the Debtors

Pursuant to section 1123(b) of the Bankruptcy Code, for good and
valuable consideration, on and after the Effective Date, each Released
Party is deemed released and discharged by the Debtors, the
Reorganized Debtors, and their Estates from any and all Causes of
Action, including any derivative claims asserted on behalf of the
Debtors, that the Debtors, the Reorganized Debtors, or their Estates
would have been legally entitled to assert in their own right (whether
individually or collectively) or on behalf of the Holder of any Claim
or Interest, or that any Holder of any Claim or Interest could have
asserted on behalf of the Debtors, based on or relating to, or in any
manner arising from, in whole or in part:
(a) the Debtors, the Debtors’ in- or out-of-court restructuring
efforts, intercompany transactions, the formulation,
preparation, dissemination, negotiation, or filing of the
Restructuring Support Agreement;
(b) any Restructuring Transaction, contract, instrument, release,
or other agreement or document (including providing any
legal opinion requested by any Entity regarding any
transaction, contract, instrument, document, or other
agreement contemplated by the Plan or the reliance by any
Released Party on the Plan or the Confirmation Order in lieu
of such legal opinion) created or entered into in connection
with the Restructuring Support Agreement, the Disclosure
Statement, or the Plan;
(c) the Chapter 11 Cases, the Disclosure Statement, the Plan, the
filing of the Chapter 11 Cases, the pursuit of Confirmation,
the pursuit of Consummation, the administration and
implementation of the Plan, including the issuance or
distribution of Securities pursuant to the Plan, or the
distribution of property under the Plan or any other related
agreement; or
(d) any other act or omission, transaction, agreement, event, or
other occurrence taking place on or before the Effective Date;
provided, however, that the foregoing shall not include any claims or
liabilities arising out of or relating to any act or omission of a
Released Party that is determined in a Final Order to have
constituted actual fraud, willful misconduct, or gross negligence.
Notwithstanding anything to the contrary in the foregoing, the
releases set forth above do not release any post-Effective Date
obligations of any party or Entity under the Plan, any Restructuring
Transaction, or any document, instrument, or agreement (including
those set forth in the Plan Supplement) executed to implement the
Plan.
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Releases by Holders of
Claims and Interests of the
Debtors

As of the Effective Date, each Releasing Party is deemed to have
released and discharged each Debtor, Reorganized Debtor, and
Released Party from any and all Causes of Action, including any
derivative claims asserted on behalf of the Debtors, that such Entity
would have been legally entitled to assert (whether individually or
collectively), based on or relating to, or in any manner arising from,
in whole or in part:
(a) the Debtors, the Debtors’ in- or out-of-court restructuring
efforts, intercompany transactions, the formulation,
preparation, dissemination, negotiation, or filing of the
Restructuring Support Agreement;
(b) any Restructuring Transaction, contract, instrument, release,
or other agreement or document (including providing any
legal opinion requested by any Entity regarding any
transaction, contract, instrument, document, or other
agreement contemplated by the Plan or the reliance by any
Released Party on the Plan or the Confirmation Order in lieu
of such legal opinion) created or entered into in connection
with the Restructuring Support Agreement, the Disclosure
Statement, or the Plan;
(c) the Chapter 11 Cases, the Disclosure Statement, the Plan, the
filing of the Chapter 11 Cases, the pursuit of Confirmation,
the pursuit of Consummation, the administration and
implementation of the Plan, including the issuance or
distribution of Securities pursuant to the Plan, or the
distribution of property under the Plan or any other related
agreement; or
(d) any other act or omission, transaction, agreement, event, or
other occurrence taking place on or before the Effective Date;
provided, however, that the foregoing shall not include claims or
liabilities arising out of or relating to any act or omission of a Debtor,
Reorganized Debtor, or Released Party that is determined in a Final
Order to have constituted actual fraud, willful misconduct, or gross
negligence.
Notwithstanding anything to the contrary in the foregoing, the
releases set forth above do not release any post-Effective Date
obligations of any party or Entity under the Plan, any Restructuring
Transaction, or any document, instrument, or agreement (including
those set forth in the Plan Supplement) executed to implement the
Plan.
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Exculpation

Except as otherwise specifically provided in the Plan, no Exculpated
Party shall have or incur, and each Exculpated Party is hereby
released and exculpated from any Cause of Action for any claim
related to any act or omission in connection with, relating to, or
arising out of, the Chapter 11 Cases, the formulation, preparation,
dissemination, negotiation, filing, or termination of the Restructuring
Support Agreement and related prepetition transactions, the
Disclosure Statement, the Plan, or any Restructuring Transaction,
contract, instrument, release or other agreement or document
(including providing any legal opinion requested by any Entity
regarding any transaction, contract, instrument, document, or other
agreement contemplated by the Plan or the reliance by any
Exculpated Party on the Plan or the Confirmation Order in lieu of
such legal opinion) created or entered into in connection with the
Disclosure Statement or the Plan, the filing of the Chapter 11 Cases,
the pursuit of Confirmation, the pursuit of Consummation, the
administration and implementation of the Plan, including the
issuance of Securities pursuant to the Plan, or the distribution of
property under the Plan or any other related agreement, except for
claims related to any act or omission that is determined in a Final
Order to have constituted actual fraud, willful misconduct, or gross
negligence, but in all respects such Entities shall be entitled to
reasonably rely upon the advice of counsel with respect to their duties
and responsibilities pursuant to the Plan. The Exculpated Parties
have, and upon completion of the Plan shall be deemed to have,
participated in good faith and in compliance with the applicable laws
with regard to the solicitation of, and distribution of, consideration
pursuant to the Plan and, therefore, are not, and on account of such
distributions shall not be, liable at any time for the violation of any
applicable law, rule, or regulation governing the solicitation of
acceptances or rejections of the Plan or such distributions made
pursuant to the Plan.
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Injunctions

Except as otherwise expressly provided in the Plan or for obligations
issued or required to be paid pursuant to the Plan or the
Confirmation Order, all Entities that have held, hold, or may hold
claims or interests that have been released pursuant to the Plan, shall
be discharged pursuant to the Plan, or are subject to exculpation
pursuant to the Plan, are permanently enjoined, from and after the
Effective Date, from taking any of the following actions against, as
applicable, the Debtors, the Reorganized Debtors, or the Released
Parties: (i) commencing or continuing in any manner any action or
other proceeding of any kind on account of or in connection with or
with respect to any such claims or interests; (ii) enforcing, attaching,
collecting, or recovering by any manner or means any judgment,
award, decree, or order against such Entities on account of or in
connection with or with respect to any such claims or interests; (iii)
creating, perfecting, or enforcing any lien or encumbrance of any
kind against such Entities or the property or the estates of such
Entities on account of or in connection with or with respect to any
such claims or interests; (iv) asserting any right of setoff,
subrogation, or recoupment of any kind against any obligation due
from such Entities or against the property of such Entities on account
of or in connection with or with respect to any such claims or
interests unless such Entity has timely asserted such setoff right in a
document filed with the Bankruptcy Court explicitly preserving such
setoff, and notwithstanding an indication of a claim or interest or
otherwise that such Entity asserts, has, or intends to preserve any
right of setoff pursuant to applicable law or otherwise; and
(v) commencing or continuing in any manner any action or other
proceeding of any kind on account of or in connection with or with
respect to any such claims or interests released or settled pursuant to
the Plan.
[Exhibits follow.]
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EXHIBIT A
DEFINITIONS
Term

Definition

Administrative Claim

A Claim incurred by the Debtors on or after the Petition Date and
before the Effective Date for a cost or expense of administration
of the Chapter 11 Cases entitled to priority under
sections 503(b), 507(a)(2), or 507(b) of the Bankruptcy Code.

Affiliate

With respect to any Person, all Persons that would fall within the
definition assigned to such term in section 101(2) of the
Bankruptcy Code, if such Person was a debtor in a case under the
Bankruptcy Code.

Allowed

With respect to any Claim or Interest: (a) a Claim or Interest as
to which no objection has been filed and that is evidenced by a
Proof of Claim or Interest, as applicable, timely filed by the
applicable Bar Date or that is not required to be evidenced by a
filed Proof of Claim or Interest, as applicable, under the Plan, the
Bankruptcy Code, or a Final Order; (b) a Claim or Interest that is
scheduled by the Debtors as neither disputed, contingent, nor
unliquidated, and as for which no Proof of Claim or Interest, as
applicable, has been timely filed; or (c) a Claim or Interest that is
Allowed (i) pursuant to the Plan, (ii) in any stipulation that is
approved by the Bankruptcy Court, or (iii) pursuant to any
contract, instrument, indenture, or other agreement entered into
or assumed in connection herewith. Except as otherwise
specified in the Plan or any Final Order, the amount of an
Allowed Claim shall not include interest or other charges on such
Claim from and after the Petition Date. No Claim of any Entity
subject to section 502(d) of the Bankruptcy Code shall be
deemed Allowed unless and until such Entity pays in full the
amount that it owes such Debtor or Reorganized Debtor, as
applicable.

Alternative Transaction

Any dissolution, winding up, liquidation, reorganization,
assignment for the benefit of creditors, merger, transaction,
consolidation, business combination, joint venture, partnership,
sale of assets, financing (debt or equity) workout, plan of
arrangement, plan of reorganization or any restructuring of any
Debtor, that is inconsistent with the Restructuring Transactions.

Bankruptcy Code

Title 11 of the United States Code, 11 U.S.C. §§ 101-1532, as
amended from time to time.

Bankruptcy Court

As defined in the Introduction.

Bankruptcy Rules

The Federal Rules of Bankruptcy Procedure promulgated under
section 2075 of title 28 of the United States Code, and the
general, local, and chambers rules of the Bankruptcy Court.
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Term

Definition

Bar Date

The date established by the Bankruptcy Court by which Proofs of
Claim must be filed with respect to such Claims, as may be
ordered by the Bankruptcy Court.

Bridge Period

As defined in Exhibit D.

Cash Collateral Orders

The interim and final orders, as applicable, in form and substance
as required under the Restructuring Support Agreement, entered
by the Bankruptcy Court to permit the Debtors to use cash
collateral on the terms set forth in Exhibit D.

Cause of Action

Any claims, Claims, Interests, damages, remedies, causes of
action, demands, rights, actions, suits, obligations, liabilities,
accounts, defenses, offsets, powers, privileges, licenses, and
franchises of any kind or character whatsoever, whether known
or unknown, foreseen or unforeseen, existing or hereinafter
arising, contingent or non-contingent, matured or unmatured,
suspected or unsuspected, in tort, law, equity, or otherwise.
Causes of Action also include: (a) all rights of setoff,
counterclaim, or recoupment and claims on contracts or for
breaches of duties imposed by law; (b) the right to object to or
otherwise contest Claims or Interests; (c) claims pursuant to
sections 362, 510, 542, 543, 544 through 550, or 553 of the
Bankruptcy Code; and (d) such claims and defenses as fraud,
mistake, duress, and usury and any other defenses set forth in
section 558 of the Bankruptcy Code.

Chapter 11 Cases

When used with reference to a particular Debtor, the case
pending for that Debtor under chapter 11 of the Bankruptcy Code
in the Bankruptcy Court, and when used with reference to all the
Debtors, the procedurally consolidated and jointly administered
chapter 11 cases pending for the Debtors in the Bankruptcy
Court.

Claim

As defined in section 101(5) of the Bankruptcy Code against a
Debtor.

Class

A category of Holders of Claims or Interests pursuant to
section 1122(a) of the Bankruptcy Code.

Confirmation

Entry of the Confirmation Order on the docket of the Chapter 11
Cases, subject to the conditions set forth in the Plan, this Term
Sheet, and the Restructuring Support Agreement.

Confirmation Order

The order, in form and substance as required under the
Restructuring Support Agreement, entered by the Bankruptcy
Court confirming the Plan.

Consenting Creditors

As defined in the Restructuring Support Agreement.

Consenting Second Lien Creditors

As defined in the Restructuring Support Agreement.

Consenting Unsecured Creditors

As defined in the Restructuring Support Agreement.
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Consummation

The occurrence of the Effective Date.

Conversion Date

As defined in Exhibit E.

Conversion Equity

The New Common Stock to be issued upon conversion of the
New Convertible Debt in accordance with Exhibit E, subject to
dilution by the Employee Incentive Plan, the Rights Offering
Equity, and the Warrants.

Creditors’ Committee

The official committee of unsecured creditors, if any, appointed
in the Chapter 11 Cases.

Debtors

As defined in the Introduction.

Disallowed

Any Claim that is not Allowed.

Disclosure Statement

The disclosure statement for the Plan, including all exhibits and
schedules thereto and references therein that relate to the Plan
that is prepared and distributed in accordance with this Term
Sheet, the Bankruptcy Code, the Bankruptcy Rules, and any
other applicable law and which shall be in form and substance as
required under the Restructuring Support Agreement.

Disclosure Statement Order

The order entered by the Bankruptcy Court, in form and
substance as required under the Restructuring Support
Agreement, approving the Disclosure Statement.

Effective Date

The date selected by the Debtors for the Consummation of the
Plan, or as soon thereafter as reasonably practicable.

Employee
Benefits

Compensation

and The Employee Compensation, Expense Reimbursements, NonInsider Employee Incentive Programs, Health and Welfare
Programs, Paid Leave and Unpaid Leave, and Non-Insider
Severance Programs (each as defined in the Wages Motion
(including as the Wages Motion would apply to Insiders,
notwithstanding any exclusion of Insiders from the relief
requested in the Wages Motion)).

Employee Incentive Plan

The Reorganized Debtors’ employee incentive plan to be
implemented on the Effective Date, which will, subject to
approval by the Reorganized SandRidge Board, (a) include
restricted stock and options providing for an aggregate of up to
10% pro forma ownership percentage of equity securities in
Reorganized SandRidge, including, but not limited to, New
Common Stock, and options and similar Securities, which equity
securities will be protected from dilution from the Conversion
Equity, the Rights Offering Equity, and the Warrants; and
(b) otherwise contain terms and conditions generally consistent
with those prevailing in the market that are in form and
substance reasonably acceptable to the Reorganized Debtors and
the Required Second Lien Creditors.

Employment Contracts

As defined in Material Terms of the Restructuring.
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Employment Obligations

The Debtors’ written contracts, agreements, policies, programs
and plans for, among other things, compensation, bonuses,
reimbursement, indemnity, health care benefits, disability
benefits, deferred compensation benefits, travel benefits,
vacation and sick leave benefits, savings, severance benefits,
retirement benefits, welfare benefits, relocation programs, life
insurance and accidental death and dismemberment insurance,
including written contracts, agreements, policies, programs and
plans for bonuses and other incentives or compensation for the
Debtors’ current and former employees, directors, officers, and
managers, including executive compensation programs and all
existing compensation arrangements for such employees of the
Debtors, as well as for the chairman of the restructuring
committee of the board of directors, in each case on the current
terms of such arrangements as may be modified from time to
time in the ordinary course of business.

Entity

As defined in section 101(15) of the Bankruptcy Code.

Estate

As to each Debtor, the estate created for the Debtor in its
Chapter 11 Case pursuant to section 541 of the Bankruptcy
Code.

Exculpated Parties

Collectively, and in each case in its capacity as such: (a) the
Debtors and Reorganized Debtors; (b) Holders of First Lien
Credit Agreement Claims; (c) Holders of Second Lien Note
Claims; (d) the First Lien Credit Agreement Agent; (e) the
Second Lien Notes Trustee; (f) Holders of Unsecured Note
Claims; (g) the Unsecured Senior Notes Trustee; (h) the
Unsecured Convertible Notes Trustee; (i) the Arrangers (as
defined in the First Lien Credit Agreement); (j) with respect to
each of the foregoing entities in clauses (a) through (i), each such
Entity’s current and former predecessors, successors, Affiliates
(regardless of whether such interests are held directly or
indirectly),
subsidiaries,
funds,
portfolio
companies,
management companies, and (k) with respect to each of the
foregoing Entities in clauses (a) through (j), each of their
respective current and former directors, employees, officers,
members, partners, managers, independent contractors, agents,
representatives, principals, professionals, consultants, financial
advisors, attorneys, accountants, investment bankers, and other
professional advisors (with respect to clause (k), each solely in
their capacity as such).

Existing Common Stock

Any Interests in SandRidge outstanding as of the Petition Date
other than Existing Preferred Stock.

Existing Preferred Stock

Collectively: (a) the 8.5% convertible perpetual preferred stock
in SandRidge and (b) the 7.0% convertible perpetual preferred
stock in SandRidge.
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Final Order

An order or judgment of the Bankruptcy Court, as entered on the
docket in any Chapter 11 Case or the docket of any other court of
competent jurisdiction, that has not been reversed, stayed,
modified, or amended, and as to which the time to appeal, or
seek certiorari or move for a new trial, reargument, or rehearing
has expired according to applicable law and no appeal or petition
for certiorari or other proceedings for a new trial, reargument, or
rehearing has been timely taken, or as to which any appeal that
has been taken or any petition for certiorari that has been or may
be timely filed has been withdrawn or resolved by the highest
court to which the order or judgment was appealed or from
which certiorari was sought or the new trial, reargument, or
rehearing shall have been denied, resulted in no modification of
such order, or has otherwise been dismissed with prejudice.

First Lien Credit Agreement

The Fourth Amended and Restated Credit Agreement, dated as
of June 10, 2015 (as amended from time to time), by and among:
SandRidge, as the borrower; certain of SandRidge’s subsidiaries,
as guarantors; the First Lien Credit Agreement Agent; and the
First Lien Credit Agreement Lenders.

First Lien Credit Agreement Agent

Royal Bank of Canada, in its capacity as administrative agent
under the First Lien Credit Agreement, and any successor
thereto.

First Lien
Claims

Credit

Agreement Any Claim derived from or based upon the First Lien Credit
Agreement (including the revolver and letter of credit facility).

First Lien
Lenders

Credit

Agreement The lending institutions party from time to time to the First Lien
Credit Agreement.

General Unsecured Claim

Collectively, the Unsecured Non-Note Claims and Unsecured
Note Claims.

Holder

An Entity holding a Claim or Interest, as applicable.

Impaired

With respect to any Class of Claims or Interests, a Class of
Claims or Interests that is impaired within the meaning of
section 1124 of the Bankruptcy Code.

Insider

As defined in section 101(31) of the Bankruptcy Code.

Intercompany Claim

A Claim by any Debtor against SandRidge or any direct or
indirect subsidiary of SandRidge.

Intercompany Interest

An Interest in any Debtor other than SandRidge.

Intercreditor Agreement

The Intercreditor Agreement, dated as of June 10, 2015 (as
amended from time to time), by and among the First Lien Credit
Agreement Agent; and the Second Lien Notes Trustee; and
acknowledged by SandRidge and certain of SandRidge’s
subsidiaries.
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Interest

Any equity security (as defined in section 101(16) of the
Bankruptcy Code) in any Debtor.

Liquidation Recovery

The amount creditors in such class would so receive or retain if
the Debtors were liquidated under chapter 7 of the Bankruptcy
Code as of the Effective Date, as set forth in the liquidation
analysis of the Disclosure Statement, unless otherwise ordered
by Final Order.

New Building Note

The new mortgage note issued by the Reorganized Debtors on
the terms set forth in Exhibit G.

New Common Stock

The new publicly-tradable shares of common stock in
Reorganized SandRidge to be issued and distributed under the
Plan.

New Convertible Debt

The new convertible debt issued by the Reorganized Debtors on
the terms set forth in Exhibit E.

New Convertible
Whole Amount

Debt

Make- Conversion Equity in an amount equal to the difference between
46.5% of the aggregate amount of New Common Stock and
26.1% of the New Common Stock on the Effective Date, less the
amount of the accrued interest up to the date of the conversion of
the New Convertible Debt.

New Equity Parties

As defined in Exhibit F.

New First Lien Exit Facility

The new first lien credit facility shall have the terms set forth in
Exhibit C.

Non-Consensual Cash Collateral As defined in Exhibit D.
Hearing
Other Priority Claim

Any Claim, other than an Administrative Claim or a Priority Tax
Claim, entitled to priority in right of payment under
section 507(a) of the Bankruptcy Code.

Other Secured Claim

Any Secured Claim against any of the Debtors, other than a First
Lien Credit Agreement Claim or Second Lien Note Claim.

Person

An individual, corporation, partnership, limited liability
company, joint venture, trust, estate, unincorporated association,
unincorporated association, governmental entity, or political
subdivision thereof, or any other entity.

Petition Date

The date on which the Debtors commenced the Chapter 11
Cases, which shall occur no later than May 31, 2016.

Plan

As defined in the Introduction.

Plan Supplement

The compilation of documents and forms of documents,
schedules, and exhibits to the Plan filed by the Debtors.

Priority Tax Claims

Claims of governmental units of the type described in
section 507(a)(8) of the Bankruptcy Code.
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Proof of Claim

A proof of Claim filed against any of the Debtors in the Chapter
11 Cases by the applicable Bar Date.

Professional

An entity employed pursuant to a Bankruptcy Court order in
accordance with sections 327 or 1103 of the Bankruptcy Code
and to be compensated for services rendered before or on the
confirmation date, pursuant to sections 327, 328, 329, 330, or
331 of the Bankruptcy Code.

Professional Fee Claims

All Administrative Claims for the compensation of Professionals
and the reimbursement of expenses incurred by such
Professionals through and including the Effective Date to the
extent such fees and expenses have not been previously paid.

Professional Fee Escrow Account

An interest-bearing account in an amount equal to the total
estimated amount of Professional Fee Claims and funded by the
Debtors on the Effective Date.

Pro Rata

The proportion that a Claim or Interest in a particular Class bears
to the aggregate amount of the Claims or Interests in that Class,
or the proportion of the Claims or Interests in a particular Class
and other Classes or payments entitled to share in the same
recovery as such Claim or Interest under the Plan.

Reinstated

With respect to Claims and Interests, that the Claim or Interest
shall be rendered Unimpaired in accordance with section 1124 of
the Bankruptcy Code.

Released Parties

Collectively, and in each case in its capacity as such: (a) Holders
of First Lien Credit Agreement Claims; (b) Holders of Second
Lien Note Claims; (c) the First Lien Credit Agreement Agent;
(d) the Second Lien Notes Trustee; (e) Holders of Unsecured
Note Claims; (f) the Unsecured Senior Notes Trustee; (g) the
Unsecured Convertible Notes Trustee; (h) the Arrangers; (i) with
respect to each of the Debtors, the Reorganized Debtors, and
each of the foregoing entities in clauses (a) through (h), each
such Entity’s current and former predecessors, successors,
Affiliates (regardless of whether such interests are held directly
or indirectly), subsidiaries, funds, portfolio companies,
management companies, and (j) with respect to each of the
foregoing Entities in clauses (a) through (i), each of their
respective current and former directors, officers, members,
employees, partners, managers, independent contractors, agents,
representatives, principals, professionals, consultants, financial
advisors, attorneys, accountants, investment bankers, and other
professional advisors (with respect to clause (j), each solely in
their capacity as such); and (k) the Depository Trust Company;
provided, however, that any Holder of a Claim or Interest that
opts out of the releases contained in the Plan shall not be a
“Released Party.”
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Releasing Parties

Collectively, and in each case in its capacity as such: (a) Holders
of First Lien Credit Agreement Claims; (b) Holders of Second
Lien Note Claims; (c) the First Lien Credit Agreement Agent;
(d) the Second Lien Notes Trustee; (e) Holders of Unsecured
Note Claims; (f) the Unsecured Senior Notes Trustee; (g) the
Unsecured Convertible Notes Trustee; (h) the Arrangers; (i) with
respect to each of the Debtors, the Reorganized Debtors, and
each of the foregoing entities in clauses (a) through (h), each
such Entity’s current and former predecessors, successors,
Affiliates (regardless of whether such interests are held directly
or indirectly), subsidiaries, funds, portfolio companies,
management companies, and (j) with respect to each of the
foregoing Entities in clauses (a) through (i), each of their
respective current and former directors, officers, members,
employees, partners, managers, independent contractors, agents,
representatives, principals, professionals, consultants, financial
advisors, attorneys, accountants, investment bankers, and other
professional advisors (with respect to clause (j), each solely in
their capacity as such); (k) all Holders of Claims and Interests
that are deemed to accept the Plan; (l) all Holders of Claims and
Interests who vote to accept the Plan; and (m) all Holders in
voting Classes who abstain from voting on the Plan and who do
not opt out of the releases provided by the Plan.

Reorganized Debtors

The Debtors, as reorganized pursuant to and under the Plan or
any successor thereto.

Reorganized SandRidge

SandRidge, as reorganized pursuant to and under the Plan or any
successor thereto. Reorganized SandRidge shall be a Delaware
corporation (unless determined otherwise by the Consenting
Second Lien Creditors).

Reorganized SandRidge Board

The board of directors of Reorganized SandRidge on and after
the Effective Date.

Required Consenting Creditors

As defined in the Restructuring Support Agreement.

Required Second Lien Creditors

As defined in the Restructuring Support Agreement.

Restructuring

As defined in the Introduction.

Restructuring Support Agreement

That certain Restructuring Support and Lock-Up Agreement, by
and among the Debtors, and certain Holders of Claims and
Interests, including all exhibits and schedules attached thereto.

Restructuring Transactions

Those mergers, amalgamations, consolidations, arrangements,
continuances, restructurings, transfers, conversions, dispositions,
liquidations, dissolutions, or other corporate transactions that the
Debtors and the Consenting Creditors reasonably determine to be
necessary to implement the Plan.

Rights

The right to subscribe to up to $150 million of Rights Offering
Equity pursuant to the Rights Offering.
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Rights Offering

The rights offering to purchase or subscribe to the Rights
Offering Equity on the terms set forth in Exhibit F.

Rights Offering Equity

As defined in Exhibit F.

SandRidge

As defined in the Introduction.

SEC

The Securities and Exchange Commission.

Second Lien Note Claim

Any Claim derived from or based upon the Second Lien Notes.

Second Lien Notes

The 8.75% second lien notes due June 1, 2020, issued by
SandRidge pursuant to the Second Lien Notes Indenture.

Second Lien Notes Indenture

That certain Indenture, dated June 10, 2015, by and among
SandRidge, as issuer; certain of SandRidge’s subsidiaries, as
guarantors; and the Second Lien Notes Trustee.

Second Lien Notes Trustee

U.S. National Bank Association, in its capacity as indenture
trustee under the Second Lien Notes, or any successor thereto.
Claims subject to subordination under section 510(b) of the
Bankruptcy Code, and any Claim for or that arises from the
rescission of a purchase, sale, issuance or offer of a Security of
any of the Debtors, or for damages arising from the purchase of
sale of such a Security, or for reimbursement, indemnification, or
contribution allowed under section 502 of the Bankruptcy Code
on account of such Claim.

Section 510(b) Claims

Secured

When referring to a Claim: (a) secured by a lien on property in
which any of Debtors has an interest, which lien is valid,
perfected, and enforceable pursuant to applicable law or by
reason of a Bankruptcy Court order, or that is subject to setoff
pursuant to section 553 of the Bankruptcy Code, to the extent of
the value of the creditor’s interest in the Debtors’ interest in such
property or to the extent of the amount subject to setoff, as
applicable, as determined pursuant to section 506(a) of the
Bankruptcy Code; or (b) Allowed pursuant to the Plan, or
separate order of the Bankruptcy Court, as a secured claim.

Securities Act

The Securities Act of 1933, 15 U.S.C. §§ 77a–77aa, together
with the rules and regulations promulgated thereunder.

Security

A security as defined in section 2(a)(1) of the Securities Act.

Springing Event

As defined in Exhibit E.

Term Sheet

As defined in the Introduction.

Termination Declaration

As defined in Exhibit D.

Termination Declaration Date

As defined in Exhibit D.

Unimpaired

With respect to a Class of Claims or Interests, a Class of Claims
or Interests that is not Impaired.
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Unsecured 2020 Senior Notes

The 8.75% unsecured notes due January 15, 2020, issued
pursuant to that certain Indenture dated December 16, 2009, by
and among SandRidge, as issuer; certain of SandRidge’s
Subsidiaries, as guarantors; and the Unsecured Senior Notes
Trustee.

Unsecured 2021 Senior Notes

The 7.5% unsecured notes due March 15, 2021, issued pursuant
to that certain Indenture dated March 15, 2011, by and among
SandRidge, as issuer; certain of SandRidge’s Subsidiaries, as
guarantors; and the Unsecured Senior Notes Trustee.

Unsecured 2022 Convertible Notes

The 8.125% convertible notes due October 16, 2022, issued
pursuant to that certain Indenture dated April 17, 2012, by and
among SandRidge, as issuer; certain of SandRidge’s
Subsidiaries, as guarantors; and the Unsecured Convertible Notes
Trustee.

Unsecured 2022 Senior Notes

The 8.125% unsecured notes due October 15, 2022, issued
pursuant to that certain Indenture dated April 17, 2012, by and
among SandRidge, as issuer; certain of SandRidge’s
Subsidiaries, as guarantors; and the Unsecured Senior Notes
Trustee.

Unsecured 2023 Convertible Notes

The 7.5% convertible notes due February 16, 2023, issued
pursuant to that certain Indenture dated August 19, 2015, by and
among SandRidge, as issuer; certain of SandRidge’s
Subsidiaries, as guarantors; and the Unsecured Convertible Notes
Trustee.

Unsecured 2023 Senior Notes

The 7.5% unsecured notes due February 15, 2023, issued
pursuant to that certain Indenture dated August 20, 2012, by and
among SandRidge, as issuer; certain of SandRidge’s
Subsidiaries, as guarantors; and the Unsecured Senior Notes
Trustee.

Unsecured Claim

Any Claim that is not a Secured Claim.

Unsecured Convertible Notes

Collectively: (a) the Unsecured 2022 Convertible Notes; and
(b) the Unsecured 2023 Convertible Notes.

Unsecured
Trustee

Convertible

Notes U.S. National Bank Association, in its capacity as indenture
trustee under the Unsecured Convertible Notes, and any
successor thereto.

Unsecured Non-Note Claim

Any Unsecured Claim that is not an Unsecured Note Claim.

Unsecured Note Claim

Any Claim derived from or based upon the Unsecured Notes.

Unsecured Notes

Collectively: (a) the Unsecured Senior Notes; and (b) the
Unsecured Convertible Notes.

Unsecured Senior Notes

Collectively: (a) the Unsecured 2020 Senior Notes; (b) the
Unsecured 2021 Senior Notes; (c) Unsecured 2022 Senior Notes;
and (d) Unsecured 2023 Senior Notes.
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Unsecured Senior Notes Indentures

Those certain Indentures, dated December 16, 2009, March 15,
2011, April 17, 2012, and August 20, 2012, respectively, by and
among SandRidge, as issuer; certain of SandRidge’s
Subsidiaries, as guarantors, in each case; and the Unsecured
Senior Notes Trustee.

Unsecured Senior Notes Trustee

Wells Fargo Bank, N.A., in its capacity as indenture trustee
under the Unsecured Senior Notes, and any successor thereto.

Wages Motion

The motion to be filed on the first day of the Chapter 11 Cases,
in form and substance as required under the Restructuring
Support Agreement, among other things, describing the
Employment Obligations.
The waiver on the terms and conditions set forth in Section 13 of
the Restructuring Support Agreement.

Waiver
Warrants

The new warrants for New Common Stock substantially on the
terms set forth on Exhibit H.
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EXHIBIT B
SUBSIDIARIES PARTY TO RESTRUCTURING

4th Street Properties, LLC
Black Bayou Exploration, L.L.C.
Braniff Restaurant Holdings, LLC
CEBA Gathering, LLC
CEBA Midstream GP, LLC
CEBA Midstream, LP
Cholla Pipeline, L.P.
Cornhusker Energy, L.L.C.
FAE Holdings 389322R, LLC
Integra Energy, L.L.C.
Lariat Services, Inc.
MidContinent Resources, LLC
Mistmada Oil Company, Inc.
Piñon Gathering Company, LLC
Sabino Exploration, LLC
Sagebrush Pipeline, LLC
SandRidge CO2, LLC
SandRidge Exploration and Production, LLC
SandRidge Holdings, Inc.
SandRidge Midstream, Inc.
SandRidge Operating Company
SandRidge Realty, LLC
Sierra Madera CO2 Pipeline, LLC
WTO Gas Gathering Company, LLC
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EXHIBIT C
NEW FIRST LIEN EXIT FACILITY TERM SHEET
[SEPARATELY ATTACHED]
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SUMMARY OF PRINCIPAL TERMS AND CONDITIONS OF RESTRUCTURING OF FOURTH
AMENDED AND RESTATED CREDIT AGREEMENT OF SANDRIDGE ENERGY, INC.
The terms and conditions set forth in this term sheet and any related exhibits, schedules and/or annexes
(collectively, the “Term Sheet”) are being provided on a confidential basis as part of a comprehensive
proposal, each element of which is consideration for the other elements and an integral aspect of the
proposed restructuring (the “Restructuring”) of the Fourth Amended and Restated Credit Agreement,
entered into as of June 10, 2015 (the “Existing Credit Agreement”; capitalized terms used but not defined
in this Term Sheet shall have the meanings ascribed to such terms in the Existing Credit Agreement),
among SandRidge Energy, Inc., a Delaware corporation (the “Borrower”), each Lender from time to time
party thereto and Royal Bank of Canada, as Administrative Agent, Swing Line Lender and L/C Issuer.
The Restructuring shall be implemented by the Borrower and the Loan Parties commencing cases (the
“Chapter 11 Cases”) under chapter 11 of title 11, United States Code (the “Bankruptcy Code”) in the
United States Bankruptcy Court for the Southern District of Texas (the “Bankruptcy Court”). Neither the
Borrower nor any of its subsidiaries or affiliates is authorized to disclose this Term Sheet to any person
other than its affiliates and their respective professional advisors, who shall agree to maintain its
confidentiality. For purposes of this Term Sheet, “RSA” refers to the restructuring support agreement to
which this Term Sheet is attached.
This Term Sheet is proffered in the nature of a settlement proposal in furtherance of settlement
discussions, and is intended to be entitled to the protections of Federal Rule of Evidence 408 and
any other applicable statutes or doctrines protecting the use or disclosure of confidential
information and information exchanged in the context of settlement discussions. This Term Sheet
does not contain all the terms, conditions, and other provisions of the proposed Restructuring and
the other transactions contemplated by this Term Sheet are subject to conditions to be set forth in
definitive documents for the Facility (the “Financing Documentation”). This Term Sheet is not
meant to be, nor shall it be construed as, an attempt to describe all of, or the specific phrasing for,
the provisions of the Financing Documentation, and is intended only to outline principal terms to be
included in, or otherwise consistent with, the Facility. This Term Sheet is not, and shall not be
deemed to be, a commitment, agreement, offer or assurance to provide or arrange any financing on
these or any other terms and conditions.
Revolving Credit Facility:

After giving effect to payment of certain amounts outstanding
under the Existing Credit Agreement as described herein, upon
the consummation of the Restructuring, the amounts outstanding
under the Existing Credit Agreement (net of any permanent
paydowns on or before the consummation of the Restructuring)
shall be converted into a $425,000,000 million reserve-based
revolving credit facility (the “Revolving Credit Facility”), among
the Borrower and the existing lenders party thereto (the
“Lenders”), as described herein.

Borrower:

SandRidge Energy, Inc.

Guarantors:

The current Guarantors under the Existing Credit Agreement and
certain other subsidiaries of any Borrower to be agreed (each a
“Guarantor” and collectively, the “Guarantors” and, together
with the Borrower, each a “Credit Party” and together the
“Credit Parties”).
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Administrative Agent:

Royal Bank of Canada (in such capacity, the “Administrative
Agent”).

Petition Date:

The Credit Parties shall commence the Chapter 11 Cases in the
Bankruptcy Court on or prior to May 31, 2016. Upon the
execution of the RSA and the effectiveness of the waivers under
the Existing Credit Agreement contained therein, on or prior to
May 6, 2016, the Administrative Agent shall have received, for
the benefit of the Lenders, a payment of $40,000,000 to
permanently reduce the outstanding principal amount of the
Loans (and there shall be a corresponding reduction in the
Lenders’ Commitments thereunder).

Unused Line Fee:

Same as under Existing Credit Facility.

Interest Rate:

LIBOR + 475 basis points (with a LIBOR floor at 1%), at the
end of the applicable interest period (but in any event, no less
than every three months).

Maturity:

The earlier of (x) March 31, 2020 or (y) 40 months from the
effective date of the Restructuring (such effective date, the
“Restructuring Effective Date”).

Collateral:

The Revolving Credit Facility and interest rate protection,
commodity trading or hedging, currency exchange or other
hedging or swap arrangements permitted under the Financing
Documentation and entered into with any Lender or any affiliate
of a Lender, shall, in each case, be secured by valid, perfected
first priority liens on the following assets of the Borrower and
the other Credit Parties, including (a) a first-priority perfected
pledge of all the capital stock of each Credit Party and their
respective wholly-owned subsidiaries, (b) a first-priority
perfected security interest in the cash, cash equivalents, deposit,
securities and similar accounts of the Credit Parties, subject to
customary exceptions to be mutually agreed (in each case,
subject to control agreements in form and substance reasonably
satisfactory to the Administrative Agent or held at accounts with
the Administrative Agent), (c) a first-priority perfected security
interest in substantially all other tangible (other than the
Borrower’s headquarters in Oklahoma City) and intangible
assets of the Credit Parties (including but not limited to asextracted collateral, accounts receivable, inventory, equipment,
general intangibles, investment property, intellectual property,
real property and the proceeds of the foregoing) and (d) firstpriority perfected real property mortgages on oil and gas reserves
of the Credit Parties located in the United States (including,
without limitation, the oil and gas properties of the Credit Parties
located in the North Park Basin (the “North Park Basin
Reserves”)) identified in the Reserve Report (as defined herein)
most recently delivered (at all times) to the Administrative Agent
(collectively, the “Borrowing Base Properties”), which security
-2-
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interest shall cover not less than 95% of the PV-9 Pricing of the
proved developed producing and 95% of the PV-9 Pricing of all
Proved Reserves included in the most recently delivered Reserve
Report (the “Mortgaged Properties”).
Cash Collateral Account:

From and after the Restructuring Effective Date until the
expiration and/or termination of the Protected Period (as defined
below), $50,000,000 of cash to be held as cash collateral (the
“Post-Restructuring Cash Collateral Account”) in an account
maintained with (or otherwise subject to lock-box control
mechanics satisfactory to) the Administrative Agent; provided,
that (a)(i) $12,500,000 of the proceeds held in the PostRestructuring Cash Collateral Account shall be released to the
Borrower upon delivery by the Borrower to the Administrative
Agent of a business plan that has negative cash flow no greater
than the current business plan referred to as the “NorthPark
Focused” case, dated March 3, 2016, or a business plan
otherwise reasonably acceptable to the Administrative Agent
with respect to the post-Restructuring Effective Date operations
of the Borrower and (ii) an additional $12,500,000 of the
proceeds held in the Post-Restructuring Cash Collateral Account
shall be released to the Borrower upon the satisfaction by the
Borrower of certain milestones (as mutually agreed to by the
Borrower and Administrative Agent) set forth in such business
plan for a consecutive two fiscal quarter period (on a cumulative
basis) or (b) if the amounts referred to in clause (a)(i) and/or
(a)(ii) above are not released to Borrower pursuant to the
conditions set forth therein, up to $25,000,000 (less any amounts
released in accordance with clauses (a)(i) and (a)(ii) above) upon
the Borrower’s meeting the PDP Asset Coverage Ratio of 2.0:1.0
at any time subsequent to nine months following the
Restructuring Effective Date.
Upon the expiration and/or termination of the Protected Period
and if no Default or Event of Default has occurred and is then
continuing, all remaining proceeds held in the Post-Restructuring
Cash Collateral Account shall be released to the Borrower
(subject to compliance with the Borrowing Base).

Documentation:

The Financing Documentation shall be negotiated in good faith
and shall be substantially consistent with the Existing Credit
Agreement, with such changes as are necessary to take into
account (i) administrative changes reasonably requested by the
Administrative Agent and as mutually agreed by the Borrower
and the Administrative Agent, (ii) operational and strategic
requirements of the Borrower and its subsidiaries as mutually
agreed by the Borrower and the Administrative Agent,
(iii) prevailing market terms for other reserve-based revolving
credit facilities and (iv) such other changes as may be mutually
agreed by the Borrower and the Administrative Agent.
-3-
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Conditions Precedent to
Closing Date:

Consistent with the Existing Credit Agreement and shall include,
for the avoidance of doubt, Conditions Precedent to Closing Date
with respect to: (a) minimum Liquidity (which shall include
cash and cash equivalents and any amounts held in the PostRestructuring Cash Collateral Account) on the Restructuring
Effective Date of no less than $300,000,000; (b) the execution of
mortgages and/or
mortgage amendments or supplements
evidencing the granting of first-priority perfected real property
mortgages on the Mortgaged Properties; (c) delivery of account
control agreements in form and substance reasonably satisfactory
to the Administrative Agent with respect to the deposit,
securities and other accounts of the Credit Parties (subject to
customary exceptions to be mutually agreed) or movement of
deposit, securities and other accounts to the Administrative
Agent’s institution; (d) receipt by the Administrative Agent of
title and environmental information consistent with usual and
customary standards for reserve-based credit facilities and the
geographic regions in which the oil and gas properties of the
Credit Parties are located, taking into account the size, scope and
number of leases and wells of the Credit Parties, such that the
Administrative Agent shall be reasonably satisfied with title with
respect to at least 70% of the total PV-9 Pricing of the Proved
Reserves attributable to the Mortgaged Properties, subject to
customary exceptions to be agreed; (e) the receipt by the
Administrative Agent of a chapter 11 plan of reorganization
substantially similar in all respects to the Plan described in the
RSA in form and substance reasonably satisfactory to it (the
“Plan”); (f) the occurrence of the “Plan Effective Date” and the
entry of a confirmation order in form and substance reasonably
satisfactory to the Administrative Agent with respect to the Plan,
which confirmation order shall not have been vacated, reversed,
modified, amended or stayed; (g) the preparation, authorization
and execution of the Financing Documentation, in each case, in
form and substance reasonably satisfactory to the Borrower, the
Administrative Agent and the Lenders; (h) the payment of all
fees and expenses (including reasonable and documented fees
and expenses of counsel) required to be paid to the
Administrative Agent and the Lenders on or before the
Restructuring Effective Date, to the extent invoiced at least one
business day prior to the Restructuring Date; (i) receipt by the
Administrative Agent of (A) satisfactory opinions of counsel to
the Borrower and the Guarantors, addressing such matters as the
Administrative Agent shall reasonably request, including,
without limitation, due authorization, execution, delivery and
enforceability of all Financing Documentation, compliance with
laws and regulations and the perfection of all security interests
purported to be granted and (B) customary corporate records,
documents from public officials and officers’ certificates, in each
case, which shall have been delivered and reviewed to the
-4-
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satisfaction of the Administrative Agent; (j) receipt by the
Administrative Agent of evidence of insurance in accordance
with the Financing Documentation; (k) the accuracy in all
material respects of all representations and warranties set forth in
the Financing Documentation (provided that any such
representations and warranties that are qualified as to materiality,
shall be true and correct in all respects; and (l) the absence of
any default or event of default under the Financing
Documentation.
Ongoing Conditions Precedent:

Customary conditions to borrowing consistent with the Existing
Credit Agreement.

Borrowing Base:

The Borrowing Base for the Revolving Credit Facility, at any
time, shall be based on the loan value of the Credit Parties’
proved oil and gas reserves expected to be produced from any
Borrowing Base Properties (as defined below) included in a
Reserve Report (as defined below) and located within the
geographic boundaries of the United States, as approved by the
Administrative Agent and the Requisite Lenders (to be defined
in a customary manner to be agreed) (or, in the case of any
increase in the Borrowing Base, each Lender) in good faith in
accordance with their respective customary and prudent
standards for oil and gas lending and credit transactions as they
exist at the time of such determination (the “Borrowing Base”);
provided that the determination of the Borrowing Base shall take
into account the Credit Parties’ hedge and swap positions.
Beginning on the expiration and/or termination of the Protected
Period, the Borrowing Base shall be redetermined semi-annually
on or about May 1 and November 1 of each year based upon a
reserve report prepared as of the immediately preceding
December 31 and June 30, respectively, and other related
information, and delivered on or before April 1 and October 1,
respectively (each such report (including the Initial Reserve
Report), a “Reserve Report”) and other related information, if
any, reasonably requested by the Administrative Agent;
provided, however, notwithstanding anything to the contrary
contained herein (including, without limitation, any calculation
of the Borrowing Base and any scheduled or elective
redetermination), but subject to, in all cases, the immediately
succeeding sentence, the Borrowing Base shall not be
redetermined from the Restructuring Effective Date through the
October 2018 scheduled redetermination date (such period, the
“Protected Period”) unless the Borrower has otherwise elected to
terminate the Protected Period (in which case the Protected
Period shall terminate on such date of election). For the
avoidance of doubt, the occurrence of one or more events set
forth in the “Borrowing Base Adjustments” provision below
shall result in an adjustment to the Borrowing Base,
-5-
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notwithstanding the existence of the Protected Period; provided,
that, for the avoidance of doubt, these adjustments shall be
limited to the effects of the transactions described in the
“Borrowing Base Adjustments” provisions below and shall not
include changes in the Reserve Report vis-à-vis continuing
properties or changes in the Lenders’ price decks.
Following the expiration and/or termination of the Protected
Period, the Borrowing Base may be increased or decreased in
connection with any scheduled or elective redetermination.
From the Restructuring Effective Date forward including during
the Protected Period, the Reserve Reports prepared as of June 30
of each year may be prepared internally by the chief petroleum
engineer of the Borrower and its subsidiaries, and the Reserve
Reports prepared as of December 31 of each year shall be
prepared by an independent petroleum engineering firm
reasonably acceptable to the Administrative Agent.
Notwithstanding anything herein to the contrary, on the Closing
Date, the Borrowing Base shall be $425,000,000.
Following the first scheduled redetermination after the expiration
of the Protected Period, an unscheduled redetermination of the
Borrowing Base may be made at the request of the required
lenders not more than once in any fiscal year or the Borrower not
more than twice in any fiscal year.
If, at any time, in connection with any redetermination of the
Borrowing Base following the Protected Period, there exists a
borrowing base deficiency (a “Borrowing Base Deficiency”),
then such deficiency shall be addressed in a manner consistent
with the Existing Credit Agreement.
Borrowing Base Adjustments:
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In addition to the foregoing semi-annual and unscheduled
redeterminations, after the Restructuring Effective Date, the
Borrowing Base will also be subject to adjustments in such
amount equal to the actual Borrowing Base value decrease
resulting from the following transactions referred to below
between scheduled redeterminations in connection with (i) any
early monetization or early termination of any hedge or swap
positions relied on by the Lenders in determining the Borrowing
Base, (ii) any sale or other disposition of Borrowing Base
Properties, the effect of which early monetization or early
termination or sale or other disposition of Borrowing Base
Properties would, when taken together with all other early
monetizations or early terminations of any hedge or swap
position and/or asset sales, as applicable, since the last
redetermination of the Borrowing Base, be a reduction in the
Borrowing Base then in effect in excess of 5% of the thencurrent Borrowing Base or (iii) the incurrence of “permitted
additional debt” or any junior lien debt (including any springing
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secured convertible debt contemplated in the RSA), in which
case the Borrowing Base shall be adjusted by $0.25 for every
$1.00 of such indebtedness incurred (provided that no such
adjustment shall be required in connection with convertible debt
contemplated by the RSA to the extent such debt is not secured
debt).
Voluntary Prepayments:

Consistent with the Existing Credit Agreement, voluntary
prepayments of the borrowings under the Revolving Credit
Facility will be permitted at any time, in minimum principal
amounts and increments to be agreed, without premium or
penalty, but subject to reimbursement of the Lenders’
redeployment costs actually incurred in the case of a prepayment
of LIBOR borrowings other than on the last day of the relevant
interest period.

Mandatory Prepayments:

Consistent with the Existing Credit Agreement, certain
mandatory prepayments shall be required in connection with
certain events.

Letter of Credit Capacity:

The Borrower shall be permitted to issue up to $20,000,000 of
letters of credit with one or more Lenders or affiliates of Lenders
that agree in their sole discretion to issue such letters of credit;
provided that such letters of credit shall otherwise be on terms
and conditions reasonably satisfactory to the applicable issuing
bank and consistent with the Existing Credit Agreement;
provided that any existing letters of credit under the Existing
Credit Agreement shall be “rolled” over into the Revolving
Credit Facility.

Representations and Warranties:

Consistent with the Existing Credit Agreement and shall include,
for the avoidance of doubt, representations and warranties in
respect of: existence, qualification and power; authorization; no
contravention; governmental authorization and other consents;
binding effect; financial statements; no material adverse effect;
litigation; no default or event of default; ownership of property;
liens; environmental compliance; insurance; taxes; ERISA
compliance; subsidiaries, equity interests and loan parties;
Federal Reserve margin regulations; Investment Company Act;
disclosure; compliance with laws; solvency; casualty and other
similar events; labor matters; collateral documents; engineered
oil and gas properties; sale of production; OFAC; anti-corruption
laws; and the PATRIOT Act.

Affirmative Covenants:

Consistent with the Existing Credit Agreement and shall include,
for the avoidance of doubt, affirmative covenants with respect to:
delivery of financial statements (it being understood and agreed
that the Financing Documentation will specifically (i) exclude
any covenant or events of default as a consequence of any
“going concern” or similar qualified audit opinion from the
Restructuring Effective Date through the audit for Fiscal Year
-7-
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2016 following the Restructuring Effective Date and (ii) include
an exception to the requirement to deliver audited financials
without a “going concern” or similar qualification with respect to
any such qualification relating to an impending debt maturity
with respect to the Revolving Credit Facility) and audit for Fiscal
Year 2016; delivery of certificates and other information;
customary notice requirements; payment of obligations;
preservation of existence, good standing, etc., maintenance of
properties; maintenance of insurance; compliance with laws;
books and records; inspection rights; use of proceeds; covenant
to guarantee obligations and give security; compliance with
environmental laws; further assurances; production proceeds;
antic-corruption, anti-terrorism and anti-money laundering laws;
and cash management procedures.
Negative Covenants:

Consistent with the Existing Credit Agreement and shall include,
for the avoidance of doubt, negative covenants with respect to:
liens; investments; indebtedness (which shall, in any event,
permit the incurrence of “permitted additional debt” or any
junior lien debt (including any springing secured convertible
debt contemplated in the RSA (provided, that it is understood
and agreed that the Protected Period shall terminate upon the
springing of the lien securing the convertible debt contemplated
in the RSA)) so long as the Borrowing Base is adjusted by $0.25
for every $1.00 of such indebtedness incurred (provided that no
such adjustment shall be required in connection with convertible
debt contemplated by the RSA to the extent such debt is not
secured debt); fundamental changes; dispositions; restricted
payments; changes in nature of business; transactions with
affiliates; burdensome agreements; use of proceeds; hedge
transactions (as set forth in greater detail below); sanctions;
anti-corruption laws; prepayments of, and modifications to,
restricted debt.

Restrictive Payments:

Other than in connection with the Revolving Credit Agreement
and the existing convertible notes, no principal or interest
payments shall be made to any other indebtedness for borrowed
money from the date hereof to the Petition Date.

Financial Covenants:

Commencing with the first full fiscal quarter following the
Restructuring Effective Date and ceasing to be effective at the
expiration and/or termination of the Protected Period, limited to
a minimum PDP Asset Coverage Ratio of 1.75:1.0 (defined as
the ratio of (a) the PV9 Pricing of the Credit Parties’ proved
developed producing reserves calculated using prices based on
the last quoted forward month price of such period, as such
prices are quoted on the NYMEX (or its successor) as of the date
of determination, herein the “NYMEX Strip” to (b) the aggregate
principal amount of revolving loan commitments under the
Revolving Credit Agreement (not to exceed $425,000,000 for
-8-
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purposes of this financial covenant), but excluding any amounts
held in the Post-Restructuring Cash Collateral Account.
`

Commencing with the first full fiscal quarter following the
expiration and/or termination of the Protected Period: (a) a
maximum Net Total Leverage Ratio (to be defined and set in a
manner to be mutually agreed, but in any event excluding the
convertible debt contemplated by the RSA) of 3.5:1.0 for Fiscal
Year 2017 and Fiscal Year 2018, and 3.0:1.0 thereafter, and
(b) a minimum Interest Coverage Ratio (to be defined and set in
a manner to be mutually agreed) of 2.0:1.0.
There shall be equity cure provisions on terms to be mutually
agreed.

Capital Expenditures:

At least 80% of the capital drilling and completion budget must
be spent on Authorization for Expenditures (AFEs) that are
associated with projects that have a minimum internal rate of
return of not less than 15% (consistent with the Company’s
AFEs process), which shall be reported on a quarterly basis
contemporaneously with the delivery of Reserve Reports;
provided, however, that the first quarterly report shall be made at
the end of the second quarter following the Restructuring
Effective Date.

Minimum Liquidity:

Commencing on the Restructuring Effective Date, the Credit
Parties shall maintain at all times minimum Liquidity (cash and
cash equivalents plus Borrowing Base availability) of
$20,000,000 (excluding any amounts held in the PostRestructuring Cash Collateral Account).

Commodity Hedging:

The Financing Documentation will include customary maximum
hedging conditions based upon production levels to be agreed
and substantially consistent with the Existing Credit Agreement.
It being understood and agreed that the commodity hedges in
place prior to the Restructuring Effective Date shall (a) remain in
effect following the Restructuring Effective Date and shall be
“rolled” into the Revolving Credit Facility and (b) not be subject
to rights of set-off.

Events of Default:

Consistent with the Existing Credit Agreement and shall include,
for the avoidance of doubt, Events of Default with respect to:
nonpayment of principal, interest or other amounts; violation of
covenants; incorrectness of representations and warranties;
cross-default and cross-acceleration to material indebtedness in
excess of an amount to be agreed; bankruptcy of the Borrower or
any of its subsidiaries; material monetary judgments; ERISA
events; actual or asserted invalidity of material guarantees or
security documents; and a “change of control”.
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Default Rate:

2.00% per annum and consistent with the Existing Credit
Agreement.

Voting:

Consistent with the Existing Credit Agreement.

Amendments:

Consistent with the Existing Credit Agreement.

Assignments and Participations:

Consistent with the Existing Credit Agreement.

Yield Protection; Increased Costs:

Consistent with the Existing Credit Agreement with
modifications to reflect provisions with respect to increased costs
imposed as a result of rules enacted or promulgated under the
Dodd-Frank Act or the Basel Committee on Banking
Regulations and Supervisory Practices (or any successor or
similar authority).

Expenses; Indemnification:

Consistent with the Existing Credit Agreement.

Governing Law:

New York.

Advisors to Administrative Agent:

FTI Consulting, Inc., Paul Hastings LLP, local bankruptcy
counsel and other advisors as may be agreed by the Borrower
and the Administrative Agent.
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EXHIBIT D
CASH COLLATERAL TERM SHEET
Term of Cash Collateral
Use

Through the effective date of a plan of reorganization, except as
otherwise terminated

Adequate Protection



Payment of interest to the First Lien Credit Agreement Lenders at
the non-default contract rate and accrual of interest to the First Lien
Credit Agreement Lenders at the default contract rate (in each case,
from the date of filing through the confirmation date)



Accrual of interest to holders of the Second Lien Notes at the nondefault contract rate



Payment of reasonable fees and expenses for each of the (i) First
Lien Credit Agreement Agent and First Lien Credit Agreement
Lenders, (ii) ad hoc group of Holders of Second Lien Notes, and
(iii) ad hoc group of Holders of Unsecured Senior Notes, in each
case including fees and expenses of counsel, financial and other
reasonably necessary advisors



Liens on unencumbered assets, replacement liens on all other assets
and superpriority claims as provided for in section 507(b) of the
Bankruptcy Code for any diminution in the value of the interest in
collateral of the Holders of First Lien Credit Agreement Claims and
the Second Lien Notes Claims. All liens perfected via cash
collateral order.



No senior or pari passu claims (other than those secured by valid and
perfected senior pre-petition liens)



Modification of automatic stay



Reasonable budget covenant, including disbursements as set forth in
a 13 week cash disbursements and receipts budget, subject in each
case to any permitted non-conforming use, positive variance carry
forward and permitted variance from receipts and disbursements.
Reporting and periodic delivery of 13-week cash flows related to the
budget
Reporting consistent with the terms of the First Lien Credit
Agreement

Budget/Reporting




Covenants



Budget updated monthly



Existing hedge agreements are not terminated and payments
thereunder continue



No other financial covenants



Use of cash collateral for general corporate purposes in accordance
with budget



Delivery of updated third party engineering report as of
December 31, 2016
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Releases/Waivers



Customary stipulations regarding validity, perfection and priority of
liens securing the First Lien Credit Agreement Claims and Second
Lien Note Claims, subject to customary challenge period



Customary stipulations regarding validity, priority and absence of
defenses or counterclaims to First Lien Credit Agreement Claims
and Second Lien Note Claims, subject to customary challenge period



506(c) waiver and waiver of “equities of the case” exception under
552(b)

Carve Out

Customary professional fee carve out

Termination Events and
Reservation of Rights



Customary termination events to be agreed among the Debtors and
the Required Consenting Creditors



If the Restructuring Support Agreement is terminated by the
Consenting First Lien Creditors or the Consenting Second Lien
Creditors pursuant to section 11.01(b), (c), (d), (e), (g), (j), (l), (m),
(n), (p), (q), (s) or (t) based on an act caused by the Debtors, the
Required First Lien Creditors and/or the Required Second Lien
Creditors, as applicable, may declare a termination of the ability of
the Debtors to use their cash collateral on a consensual basis under
the Cash Collateral Order, except as otherwise expressly provided
herein (any such declaration, a “Termination Declaration” and the
date of such Termination Declaration, the “Termination
Declaration Date”); provided, however, such terminating party may
not issue a Termination Declaration on account of section 11.01(d)
of the Restructuring Support Agreement until 45 days following the
termination of the Restructuring Support Agreement



The Debtors or such terminating Consenting Creditors shall be
entitled to seek a hearing (the “Non-Consensual Cash Collateral
Hearing”) with the Bankruptcy Court including on an expedited
basis, seeking appropriate relief related to continued use of cash
collateral on a non-consensual basis (the period between the
Termination Declaration Date and five (5) business days after the
Non-Consensual Cash Collateral Hearing, the “Bridge Period”)



The Debtors may continue to use cash collateral during the Bridge
Period



The parties hereto reserve all rights and arguments that could be
asserted at the Non-Consensual Cash Collateral Hearing

Enforcement of RSA

The interim and final Cash Collateral Orders shall provide that (a) the
Required Consenting Creditors are authorized to take any steps
necessary to effectuate the termination of the Restructuring Support
Agreement, as applicable, including the sending of any applicable
notices to the Debtors, notwithstanding section 362 of the Bankruptcy
Code or any other applicable law, (b) the Debtors waive the applicability
of the automatic stay to the giving of such notice, and (iii) no cure period
contained in the Restructuring Support Agreement shall be extended
pursuant to sections 108 or 365 of the Bankruptcy Code or any other
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applicable law without the prior written consent of the Required
Consenting Creditors
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EXHIBIT E
NEW CONVERTIBLE DEBT TERM SHEET
Indenture

Indenture among Reorganized SandRidge, as the issuer, TBD, as the
indenture trustee, and the lenders and other trustee party thereto

Indenture Trustee

TBD

Principal Amount

$300 million

Maturity

Four years after the Effective Date

Interest Rate

15% per annum, payable in-kind semi-annually

Fees

None

Conversion Ratio

The New Convertible Debt will convert to the Conversion Equity, which
shall equal 26.1% of the New Common Stock on the Effective Date and
thereafter shall compound semi-annually at a rate of 15.0% per annum

Conversion Feature

The New Convertible Debt will convert to the Conversion Equity in
accordance with the Conversion Ratio (plus the New Convertible Debt
Make-Whole Amount) upon the earliest to occur of the following (the
date of such conversion, the “Conversion Date”):









Guarantors
Collateral

any bona fide arm’s length issuance by Reorganized SandRidge
of the New Common Stock to third parties that are not
shareholders of Reorganized SandRidge (or affiliates of
shareholders of Reorganized SandRidge) for cash at a
conversion ratio per share at least equal to the conversion ratio
for the New Convertible Debt based on the value of the New
Common Stock under the Plan before underwriting
commissions, placement fees or similar expenses;
30 days’ written notice to Reorganized SandRidge from a
majority of the holders of the New Convertible Debt;
the first date on which the trailing 30-day average market value
of the New Common Stock is 50% greater than the value of the
New Common Stock under the Plan;
the election of Reorganized SandRidge to prepay the New
Convertible Debt;
consummation of any permitted refinancing of the New First
Lien Exit Facility;
consummation of any sale, merger, amalgamation, arrangement,
restructuring, transfer, conversion, disposition, liquidation,
dissolution, or other corporate transactions with respect to
substantially all assets of Reorganized SandRidge; or
the maturity date.

Same as under the Second Lien Notes Indenture


Springing liens upon delivery of a written notice by holders of
66 2/3% in principal amount of New Convertible Debt
following the occurrence of a Springing Event; provided, that
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Covenants

None

if the holders of New Convertible Debt collectively hold the
greater of (i) at least 66 2/3% of the aggregate amount of New
Common Stock that was distributed to the Holders of Second
Lien Note Claims on the Effective Date or (ii) at least 50.1% of
the New Common Stock outstanding as of such date, at the time
of delivery, the springing lien shall secure the full amount of the
New Convertible Debt; otherwise, the springing lien shall secure
$100 million of the New Convertible Debt
Springing liens to be second priority on the same collateral as
the New First Lien Exit Facility, subject to an intercreditor
agreement which provides for liens (if any) and claims in
respect New Convertible Debt to be subordinated to the New
First Lien Exit Facility to the greatest reasonable extent, on
terms and conditions satisfactory to the First Lien Credit
Agreement Agent and the holders of the New Convertible Debt
A “Springing Event” means, in a class action lawsuit against
Reorganized SandRidge that is not initiated by any Holders (or
such Holders’ affiliates) of New Convertible Debt and that is
reasonably expected to result in a material adverse effect on the
business of Reorganized SandRidge, either (i) the entry of an
order by a court of competent jurisdiction denying summary
judgment to Reorganized SandRidge (and/or its reorganized
Debtor affiliates) or (ii) the expiration of the time period in
which Reorganized SandRidge (and/or its reorganized Debtor
affiliates) may move for summary judgment
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EXHIBIT F
RIGHTS OFFERING TERM SHEET
Issuer

Reorganized SandRidge

New Equity Parties

Until the earlier of (x) 30 days following the entry of the Disclosure
Statement Order, (y) 15 days before the date of the confirmation hearing
set forth in the Disclosure Statement Order, or (z) 90 days after the
Petition Date, Consenting Creditors shall have the exclusive right to
participate as the New Equity Parties
Thereafter, the Debtors shall have the right to sell or offer to other
parties any Rights Offering Equity that is not already allocated; provided
that such New Equity Parties are subject to the consent of the Required
Consenting Creditors, such consent not to be unreasonably withheld

Amount

The sale or rights offering for up to $150 million in New Common Stock
at a valuation of the lesser of (a) $1.215 billion or (b) 90% of the equity
value under the Plan as set forth in the Disclosure Statement by no later
than 30 days after the Petition Date, plus the amount of the rights
offering subscriptions, that the Debtors may implement in their
discretion, subject to dilution by the Employee Incentive Plan and
protected from dilution by the Conversion Equity and the Warrants
(the “Rights Offering Equity”)

Backstop Commitment

The New Equity Parties, if any, may either directly purchase or backstop
an offering for up to $150 million in Rights Offering Equity

Offering

Except as otherwise agreed by the Debtors and the New Equity Parties, if
any, each Holder of a Second Lien Note Claim or a General Unsecured
Claim may receive its pro rata share (across both classes combined) of
Rights under the Plan
Any Holders that elect to exercise the Rights shall also execute a joinder
to the Restructuring Support Agreement

Fees and Governance

Governance terms and market backstop and other fees and terms as are
standard for backstop and other participants in a rights offering shall
otherwise be as agreed by the Debtors and the New Equity Parties, in
form and amount consented to by the Required Consenting Creditors,
such consent not to be unreasonably withheld
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EXHIBIT G
NEW BUILDING NOTE TERM SHEET
[SEPARATELY ATTACHED]
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EXECUTION VERSION

EXHIBIT G
NEW BUILDING NOTE TERM SHEET
Mortgage Note

Non-recourse mortgage note, recourse only to the collateral

Mortgagor

Reorganized SandRidge Realty, LLC (“SandRidge”).

Note Purchaser

An entity or entities affiliated with Fir Tree Partners or Solus Alternative
Asset Management LP in accordance with Schedule B attached hereto.
For the avoidance of doubt, any portion of the Note held by a party to
this Agreement shall not be subject to the Transfer provisions in Section
6 of this Agreement, and the Note will not form part of any Debtor
Claims held by such party to this Agreement.

Nonrecourse Carveout

There shall be no recourse except for Note Purchaser’s actual losses
directly resulting from the following carve-outs to be agreed upon by
the parties including, but not limited to, environmental, intentional
physical waste, willful misconduct, removal or disposal of SandRidge’s
property after an event of default, fraud, misapplication or
misappropriation of funds (including any casualty/condemnation
proceeds), intentional misrepresentation, failure to pay any transfer taxes
in connection with the foreclosure of the Note, failure to pay any taxes
when due, or obtain and maintain insurance as required at all times
during the term of the Note, and impermissible debt or transfers not
permitted by the Note. The Note shall be fully recourse to SandRidge in
the event of a bankruptcy filing by SandRidge, or an involuntary
bankruptcy filing being filed against SandRidge that a court of
competent jurisdiction enters an order for relief in respect thereof.

Principal Amount of the
Note

$35 million (the “Note”)

Commitment Fee

None.

Prepayment

Prepayable in whole or in part at any time at par plus accrued interest
(including upon the sale of the collateral referred to below) following
repayment of the New First Lien Exit Facility. SandRidge shall provide
Note Purchaser with at least 10 days prior written notice of any
prepayment. Any partial prepayment shall be applied first to costs and
expenses of the Note Purchaser, second to current unpaid interest, third
to accrued and unpaid interest and fourth to principal.

Maturity

Five years after the Effective Date.

Commitment

The commitment of the Note Purchaser to purchase the Note for
$20 million, which net proceeds shall be distributed for the benefit of
Class 5 (General Unsecured Claims). The commitment of the Note
Purchaser shall be subject to higher or better offers received and entered
into by the Debtors before the Disclosure Statement hearing in their
reasonable discretion.
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Amortization

None

Interest Rate

Payable semi-annually as follows:
 6% per annum for the first year following the Effective Date
 8% per annum for the second year following the Effective Date
 10% per annum thereafter through the maturity
From the Effective Date through the earlier of (x) September 30, 2020,
(y) 46 months from the Effective Date or (y) 90 days after the
refinancing or repayment of the First Lien Credit Agreement, interest
shall be payable in-kind and added to the principal amount of the Note
on each payment date; thereafter, interest shall be paid in cash.
Interest will be calculated on an actual/360 basis. Accrued and unpaid
interest shall be added to principal and shall bear interest at the rates set
forth above.
Upon the occurrence of an event of default, and until the cure of such
event of default (provided Note Purchaser elects to accept such cure
beyond any notice and grace period with respect to such event of
default) the Loan will accrue interest at a rate per annum equal to 4%
(“Default Rate”) above the then-applicable interest rate (i.e., as of the
date of any rate change as set forth above, the Default Rate shall be
added to such increased interest rate).
The Note and related documents (“Note Documents”) shall contain
customary provisions agreed to by Note Purchaser and SandRidge
protecting the Note Purchaser against increased costs or loss of yield
resulting from changes in reserve, tax, capital adequacy and other
requirements of law and from the imposition of or changes in
withholding or other taxes.

Other Fees

None

Collateral

i.

First priority perfected liens by a mortgage/deed of trust
(“Mortgage”) on SandRidge Tower, Parkside Building and
Broadway Kerr Parking Facility (each a “Property” and
collectively, the “Properties”);

ii.

Assignment of all revenue, rents and leases (as applicable) and
assignment of contracts;

iii.

Pledge of personal property, licenses, permits, contract rights,
general intangibles and other assets of SandRidge used in
connection with the operation, maintenance and management of
the Properties and owned by SandRidge; provided, however, that
any property owned by an affiliate of SandRidge at the
Properties shall not be secured by such pledge;

iv.

Pledge of all other fixtures, personalty, equipment (including
gym equipment), located on or used at the Properties and owned
by SandRidge; provided, however, that any property owned by
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an affiliate of SandRidge at the Properties shall not be secured
by such pledge; and
v.

Such other collateral as may be specified in the Note Documents
as is agreed upon by SandRidge and Note Purchaser, solely to
the extent owned by or used in connection with the business of
SandRidge and not property or assets of any SandRidge affiliate.

The Mortgages shall constitute a valid first priority lien on SandRidge’s
Properties. SandRidge shall have good and marketable title to the
Properties, except for such liens, encumbrances or exceptions as shall be
reasonably approved by Note Purchaser, including free and clear of any
mechanics or materialmen’s liens or special assessments for work
completed or in progress on the date of closing.
Reserves/Escrows

None.

Insurance

SandRidge shall maintain and provide evidence of liability and “all risk”
property insurance coverage, including wind storm, and earthquake
insurance as reasonably required by Note Purchaser with limits equal to
the full replacement cost of the Properties with respect to windstorm.
The policies must be reasonably satisfactory to Note Purchaser and
issued by insurers with a claims paying ability rated “A/A2” or better by
Standard & Poor’s or Moody’s respectively. SandRidge will be required
to maintain, if commercially available, insurance for acts of terrorism or
an insurance policy without terrorism exclusion. SandRidge shall obtain
and maintain such other insurance and in such other amounts as
reasonably determined by Note Purchaser. Note Purchaser will be
named as an additional insured on such policies as their interests may
appear.

Transfer of Properties

None of the Properties may be transferred without Note Purchaser’s
prior written consent, which may be withheld in its sole discretion.
Transfers of direct or indirect interests in SandRidge shall be allowed
(including by merger or consolidation), provided that SandRidge is at all
times controlled by SandRidge Energy, Inc.

Other Financing

None permitted.

Management

If and to the extent the Properties are managed by a third party or an
affiliate of SandRidge, or to the extent SandRidge seeks to hire a
replacement manager, in either case: (i) SandRidge shall notify Note
Purchaser of such decision, and Note Purchaser shall have a 10 day
period to notify SandRidge as to whether it disapproves of such manager
(which disapproval shall only be provided by Note Purchaser if
SandRidge’s decision is commercially unreasonable, taking into account
the manner in which the property operates) and (ii) Note Purchaser shall
have the right to cause SandRidge to (a) terminate the management
agreement and (b) appoint a replacement manager (selected by Note
Purchaser in the case of clause (I) below and selected by SandRidge in
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the case of clauses (II) and (III) below but satisfactory to Note
Purchaser, such consent not to be unreasonably conditioned, withheld or
delayed) if (I) an event of default occurs under the Note and all notice
and grace periods have expired, (II) the manager becomes insolvent or
the debtor in any insolvency or bankruptcy proceeding, or (III) a default
by the property manager occurs under the management agreement and is
continuing beyond any applicable notice and grace periods.
Closing Deliverables

This Exhibit and the consummation of the Note transaction is subject to
the satisfaction of the matters described herein, including without
limitation delivery of the items described on the Schedule A attached
hereto. It is agreed and acknowledged that all items set forth on
Schedule A (other than items (4) and (6) thereof which shall be prepared
by SandRidge) shall be ordered by and obtained by Note Purchaser;
however, SandRidge shall be obligated to reimburse Note Purchaser for
the costs thereof.

Borrower Reporting

SandRidge shall disclose to Note Purchaser the manner in which it
maintains financial information relating to its business and assets,
including the Properties, and Note Purchaser and SandRidge shall
thereafter mutually agree on appropriate SandRidge reporting
requirements, it being understood by the parties that SandRidge does not
currently have an income stream, and that certain property-related and
other SandRidge expenses may be funded by affiliates of SandRidge.

Representations and
Warranties

The Note Documents will contain representations and warranties
customarily found in similar financings and agreed to by SandRidge and
Note Purchaser, including but not limited to customary representations
and warranties regarding the delivery and accuracy of financial
information in accordance with the “Borrower Reporting” section
immediately above; existence; compliance with laws; power and
authority; enforceability of Note Documents; no conflict with laws or
contractual obligations; no material litigation; no default; ownership of
Properties; no liens other than permitted encumbrances; taxes; ERISA;
Investment Company Act; Patriot Act; environmental matters; solvency;
labor matters; use of proceeds; Regulation H; zoning; leasing and
management of the Properties; accuracy of disclosure and creation and
perfection of security interests; and to the extent applicable, no tenants or
other occupants at the Properties; no income or fees received from the
Properties; and other representations and warranties agreed upon by
SandRidge and Note Purchaser appropriate to the specific transaction.

Affirmative Covenants:

The Note Documents will contain affirmative covenants customarily
found in similar financings agreed to by SandRidge and Note Purchaser,
including but not limited to: delivery of financial information similar to
that required in accordance with the “Borrower Reporting” section
above; timely payment of Note and other obligations; continuation of
existence; preservation/maintenance of material rights, privileges,
licenses; compliance with laws, including environmental laws, and
material contractual obligations; maintenance of property and insurance
as set forth in the “Insurance” section above; maintenance of books and
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records; rights of the Note Purchaser to inspect property and books and
records, if any, and cooperation therewith; delivery of notices of
defaults, litigation and other material events; customary further
assurances; no additional indebtedness other than mortgage indebtedness
in favor of the Note Purchaser and unsecured trade payables incurred in
the ordinary course of business; no additional liens other than liens
securing mortgage indebtedness in connection with the Note and
involuntary liens incurred in the ordinary course which are removed of
record within (60) days after payment is required; no guarantee
obligations; no liquidations or dissolutions of SandRidge; and no sales
of assets.
The parties acknowledge that the Note is nonrecourse other than to
SandRidge and that as a result, the Note Documents will contain
provisions agreed to by SandRidge and Note Purchaser providing that
Note Purchaser shall have the right (i) to have extensive ongoing
reporting from SandRidge with respect to all Note collateral, including
but not limited to any maintenance, use, expenditures, occupancy,
construction, and any other operations at or about the Properties, (ii) to
have extensive rights of access for purposes of inspection, (iii) to
perform testing at such times as it deems reasonably necessary (provided
as to (ii) and (iii) hereof, Note Purchaser uses reasonable efforts not to
disturb ongoing business at the Property to the extent practicable).
SandRidge shall provide to Note Purchaser any third party reports it or
any affiliate obtains with respect to the Properties, and shall notify as to
any notice it receives from any governmental or quasi-governmental
agency or material notice received from or delivered to any third party
with respect to any Note collateral, including notices of nonpayment or
default.
Assignability

The Note will be freely assignable in whole or in part by the Note
Purchaser.

Negative Covenants:

To the extent agreed by Note Purchaser and SandRidge, the Note
Documents will contain negative covenants customary for similar
financings and other negative covenants reasonably deemed by the Note
Purchaser appropriate to the specific transaction.

Events of Default:

Customary defaults, including but not limited to failure to make
payments when due under the Note, failure to maintain insurance as
required under the Note Documents, assignment or transfer in violation
of the provisions of the Note, and breaches of representations, warranties
and covenants.

Servicing:

SandRidge shall pay any special servicing fees, work-out fees and
attorney’s fees and disbursements, in connection with a prepayment,
release of any Property, assumption or modification of the Note, special
servicing or work-out of the Note or enforcement of the Note
Documents.
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Reimbursement of Due
Diligence Expenses

SandRidge shall pay, upon request, all reasonable out-of-pocket costs
and expenses incurred by Note Purchaser in connection with the
contemplated purchase of the Note. Should such reasonable out-ofpocket costs and expenses incurred by Note Purchaser exceed $100,000,
SandRidge shall have reasonable consent rights to the selection of any
third-party service provider or professional and the scope of their
engagement, except with respect to Note Purchaser’s legal counsel. The
foregoing expenses shall include but not be limited to legal fees and
disbursements, recording fees, title insurance premiums, survey costs,
appraisal, environmental reports, engineering reports, site inspections,
and travel and all other reasonable out-of-pocket third party expenses
related to the execution of the Note and related funding.

Closing Documents

As a condition to execution of the Note, legal and other documentation
will be delivered in form and substance reasonably satisfactory to Note
Purchaser and SandRidge, incorporating substantially the terms and
conditions outlined herein and such other items and documents as are
customary and usual for similar transactions, including but not limited to
surveys, title insurance, certificates of occupancy, and opinions of
SandRidge’s counsel.

6
WEIL:\95706026\20\71890.0003

Case 16-32488 Document 22 Filed in TXSB on 05/16/16 Page 132 of 137

SCHEDULE A
1. A title insurance policy issued by a national title company reasonably acceptable to Note Purchaser
showing indefeasible fee simple title to each of the Properties vested in SandRidge insuring the first
priority of the lien of the mortgage in an amount reasonably acceptable to Note Purchaser excepting
from coverage thereunder only such matters as are approved by Note Purchaser (which approval
shall not be unreasonably withheld) and including such title endorsements as are customarily required
(including, without limitation, survey, comprehensive and separate tax map) and including such coinsurance and/or reinsurance as is reasonably required by Note Purchaser;
2. Phase I survey and, if deemed necessary or appropriate by Note Purchaser, draft Phase II surveys of
each of the Properties, from a firm reasonably approved by Note Purchaser;
3. Seismic Study of each of the Properties from a firm reasonably acceptable to Note Purchaser;
4. Three year historical operating statement for each of the Properties (certified by a certified public
accounting firm reasonably acceptable to Note Purchaser), trailing 12 month operating statement for
each of the Properties and operating and capital budget for each of the Properties for the year ending
December 31, 2016;
5. Survey of the Properties;
6. Certificate of occupancy for each of the Properties and reasonable evidence of compliance in all
material respects with all material zoning, building, and other laws applicable to each of the
Properties. Zoning letters or the like from applicable governmental authorities are acceptable for the
purposes hereof.
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SCHEDULE B

Note Purchaser

Pro Rata Building Note
Commitment

Any entity or entities affiliated
with Fir Tree Partners

84.29%

Any entity or entities affiliated
with Solus Alternative Asset
Management LP

15.71%

Total

100%
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EXHIBIT H
NEW WARRANTS TERM SHEET
Issuer

Reorganized SandRidge

Ownership Percentage

12.5% of the New Common Stock in Reorganized SandRidge

Exercise Period of
Warrants

New Exercisable at any time, in whole or in part, prior to the sixth anniversary
of the Effective Date

Exercise Price
Warrants

New $1.625 billion aggregate value of the New Common Stock at the trailing
30-day volume-weighted average price

Exercise Type

of

Cash-less exercise
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EXHIBIT B to
the Restructuring Support and Lock-Up Agreement
Provision for Transfer Agreement
The undersigned (“Transferee”) hereby acknowledges that it has read and understands
the Restructuring Support and Lock-Up Agreement, dated as of __________
(the “Agreement”),1 by and among SandRidge Energy, Inc. and its affiliates and subsidiaries
bound thereto and the Consenting Creditors, including the transferor to the Transferee of any
First Lien Credit Agreement Claims or Debtor Claims (each such transferor, a “Transferor”),
and agrees to be bound by the terms and conditions thereof to the extent the Transferor was
thereby bound, and shall be deemed a “Consenting Creditor,” under the terms of the
Agreement.
The Transferee specifically agrees to be bound by the terms and conditions of the
Agreement and makes all representations and warranties contained therein as of the date of the
Transfer, including the agreement to be bound by the vote of the Transferor if such vote was cast
before the effectiveness of the Transfer discussed herein.
Date Executed:
______________________________________
Name:
Title:
Address:
E-mail address(es):
Telephone:
Facsimile:
Aggregate Amounts Beneficially Owned or Managed on Account of:
First Lien Credit Agreement Claims (if any)
Second Lien Note Claims (if any)
Unsecured Note Claims (if any)

1

$[__]
$[__]
$[__]

Capitalized terms not used but not otherwise defined herein shall have the meanings ascribed to such terms
in the Agreement.
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Schedule 1 to
the Restructuring Support and Lock-Up Agreement
Applicable First-Day Pleadings
1.

Cash Collateral: Debtors’ Emergency Motion for Interim and Final Orders Authorizing
Postpetition Use of Cash Collateral, Granting Adequate Protection to Prepetition Lenders
Pursuant to 11 U.S.C. §§ 105, 361, 362, 363, and 507, Bankruptcy Rules 2002, 4001, and
9014, and Local Bankruptcy Rule 4002-1, and Scheduling a Final Hearing Pursuant to
Bankruptcy Rule 4001(b)

2.

Cash Management: Debtors’ Emergency Motion for Entry of an Order Authorizing the
Debtors to (I) Continue to Operate the Cash Management System, (II) Honor Certain
Prepetition Obligations Related Thereto, (III) Continue Prepetition Investment Practices,
(IV) Maintain Existing Business Forms, and (V) Continue to Perform Intercompany
Transactions

3.

Wages: Debtors’ Emergency Motion for Entry of an Order Authorizing the Debtors to
Pay Prepetition Obligations Relating to Wages, Salaries, Other Compensation, and
Reimbursable Employee Expenses and Continue Employee Benefits Programs

4.

Lienholders: Debtors’ Emergency Motion for Entry of an Order Authorizing the
Payment of Working Interest Costs, Joint Interest Billings, Marketing Expenses, and
503(b)(9) Claims, and Confirming Administrative Expense Priority of Outstanding
Orders

5.

Royalties and Working Interests: Debtors’ Emergency Motion for Entry of an Order
Authorizing Payment of Mineral Payments and Working Interest Disbursements

6.

Utilities: Debtors’ Emergency Motion for Entry of Interim and Final Orders Approving
the Debtors’ Proposed Adequate Assurance of Payment for Future Utility Services,
Prohibiting Utility Companies From Altering, Refusing, or Discontinuing Services, and
Approving the Debtors’ Proposed Procedures for Resolving Adequate Assurance
Requests

7.

Taxes: Debtors’ Emergency Motion for Entry of an Order Authorizing the Payment of
Certain Taxes and Fees

8.

Equity Trading: Debtors’ Emergency Motion for Entry of an Order Approving
Notification and Hearing Procedures for Certain Transfers of Common Stock and
Preferred Stock

9.

Claims Trading: Debtors’ Emergency Motion For Entry of an Order Establishing a
Record Date for Notice and Sell-Down Procedures For Trading in Certain Claims
Against the Debtors’ Estates

10.

Joint Administration: Debtors’ Emergency Motion for Entry of an Order Directing
Joint Administration of Related Chapter 11 Cases

11.

Schedules and SOFAs Extension: Debtors’ Emergency Motion for Entry of an Order
Extending Time to File Schedules of Assets and Liabilities, Schedules of Current Income
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and Expenditures, Schedules of Executory Contracts and Unexpired Leases, and
Statements of Financial Affairs
12.

Creditor Matrix: Debtors’ Emergency Motion for Entry of an Order Authorizing the
Debtors to File a Consolidated List of Creditors and a Consolidated List of the Largest 50
Unsecured Creditors, Authorizing the Debtors to Redact Certain Personal Identification
Information for Individual Creditors, and Approving the Form and Manner of Notifying
Creditors of the Commencement of the Chapter 11 Cases and Other Information
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