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CALCULATION OF REGISTRATION FEE

Title Of Each Class Of
Securities To Be Registered

Amount To Be
Registered

Proposed
Maximum

Offering Price
Per Unit

Proposed
Maximum

Aggregate Offering
Price

Amount of
Registration

Fee

6.75% Senior Notes Due 2026 $500,000,000(1) 100%(2) $500,000,000(2) $50,350.00

(1)
Equals the aggregate principal amount of the 6.75% Senior Notes due 2026 (the "notes") being offered hereunder.

(2)
Estimated solely for the purpose of determining the registration fee in accordance with Rule 457 under the Securities Act of 1933, as
amended (the "Securities Act").
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Filed Pursuant to Rule 424(b)(2)
Registration No. 333-203936

P  R  O  S  P  E  C  T  U  S    S  U  P  P  L  E  M  E   N  T
(To prospectus dated August 8, 2016)

$500,000,000

SM ENERGY COMPANY

6.75% Senior Notes due 2026

        We are offering $500,000,000 aggregate principal amount of our 6.75% Senior Notes due 2026, or the notes. We will pay interest on the
notes on March 15 and September 15 of each year, beginning on March 15, 2017. The notes will mature on September 15, 2026.

        We may redeem some or all of the notes at any time on or after September 15, 2021 at the redemption prices described in this prospectus
supplement and prior to such date at a "make-whole" redemption price. We may also redeem up to 35% of the notes prior to September 15, 2019
with cash proceeds we receive from certain equity offerings. If we sell certain assets and do not reinvest the proceeds or repay senior
indebtedness or if we experience specific kinds of changes of control, we must offer to repurchase the notes.

        The notes will be our senior unsecured obligations and will rank equally in right of payment with all of our existing and future senior
indebtedness and senior in right of payment to all of our existing and future subordinated indebtedness. The notes will be effectively
subordinated to any of our existing and future secured indebtedness to the extent of the value of the collateral securing such indebtedness,
including all borrowings under our Credit Agreement. The notes will be structurally subordinated to all liabilities of any of our subsidiaries that
do not issue guarantees of the notes.

        The obligations under the notes will initially not be guaranteed by any of our subsidiaries. Currently, our subsidiaries do not guarantee our
indebtedness under our credit facility.

Investing in the notes involves a high degree of risk. See "Risk Factors" beginning on page S-16 of this
prospectus supplement.

Per Note Total

Public offering price(1) 100.00% $500,000,000

Underwriting discounts and commissions 1.50% $7,500,000

Edgar Filing: SM Energy Co - Form 424B2

2



Proceeds to us, before expenses 98.50% $492,500,000

(1)
Plus accrued interest, if any, from September 12, 2016.

        Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of the notes or
determined if this prospectus supplement or the accompanying prospectus is truthful or complete. Any representation to the contrary is a
criminal offense.

        The notes will be ready for delivery in book-entry form only through the facilities of The Depository Trust Company for the accounts of its
participants, including Euroclear Bank S.A./N.V., as operator of the Euroclear System, and Clearstream Banking, société anonyme, on or about
September 12, 2016.

Joint Book-Running Managers

BofA Merrill Lynch Wells Fargo Securities J.P. Morgan

Barclays BBVA RBC Capital Markets

Senior Co-Manager

Comerica Securities

Co-Managers

BOK Financial Securities, Inc. Capital One Securities Deutsche Bank Securities

KeyBanc Capital Markets Santander Scotiabank

US Bancorp Goldman, Sachs & Co. Tudor, Pickering, Holt & Co.
The date of this prospectus supplement is September 7, 2016.
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 ABOUT THIS PROSPECTUS SUPPLEMENT AND THE ACCOMPANYING PROSPECTUS

        This document is in two parts. The first part is the prospectus supplement, which describes the specific terms of this offering and also adds
to and updates information contained in the accompanying prospectus and the documents incorporated by reference into the accompanying
prospectus. The second part is the accompanying prospectus, which gives more general information about securities we may offer from time to
time, some of which may not apply to this offering. Generally, when we refer to this prospectus, we are referring to both this prospectus
supplement and the accompanying prospectus. Before you invest in our notes, you should carefully read this prospectus supplement and the

i
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accompanying prospectus, in addition to the information contained in the documents we refer to under the heading "Where You Can Find More
Information" and "Incorporation by Reference" in this prospectus supplement.

        You should rely only on the information contained in or incorporated by reference in this prospectus supplement, the accompanying
prospectus and any free writing prospectus we may authorize to be delivered to you. If any information varies between this prospectus
supplement, the accompanying prospectus or documents incorporated by reference herein prior to the date of this prospectus supplement, you
should rely on the information in this prospectus supplement. We have not, and the underwriters have not, authorized any other person to
provide you with additional or different information. If anyone provides you with additional, different or inconsistent information, you should
not rely on it. We are not, and the underwriters are not, making an offer to sell these securities in any jurisdiction where the offer or sale is not
permitted.

        The information contained in this prospectus supplement and the accompanying prospectus or in any document incorporated by reference
herein or therein is accurate and complete only as of the date hereof or thereof, respectively, regardless of the time of delivery of this prospectus
supplement and the accompanying prospectus or of any sale of our notes by us or the underwriters. Our business, financial condition, results of
operations and prospects may have changed since those dates.

        Unless otherwise indicated or the context otherwise requires, the terms "SM Energy," "the Company," "we," "us" and "our" in this
prospectus supplement mean SM Energy Company, a Delaware corporation, and its subsidiaries. Certain oil and natural gas industry terms used
in this prospectus supplement are defined in the "Glossary of Oil and Natural Gas Terms" beginning on page S-109 of this prospectus
supplement.

 WHERE YOU CAN FIND MORE INFORMATION

        We are subject to the informational requirements of the Securities Exchange Act of 1934, as amended (the "Securities Exchange Act"), and
we file annual, quarterly and other reports and other information with the Securities and Exchange Commission (the "SEC"). You may read and
copy any document we file with the SEC at the SEC's public reference room at 100 F Street NE, Washington, D.C. 20549-2521. Please call
1-800-732-0330 for further information concerning the operation of the public reference room. Our SEC filings are also available on the SEC's
web site at http://www.sec.gov. Unless specifically listed under "Incorporation by Reference" below, the information contained on the SEC web
site is not intended to be incorporated by reference in this prospectus supplement and you should not consider that information a part of this
prospectus supplement.

        We make available free of charge on or through our Internet website, http://www.sm-energy.com, our Annual Report on Form 10-K,
Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and amendments to those reports filed or furnished pursuant to Section 13(a) or
15(d) of the Securities Exchange Act as soon as reasonably practicable after we electronically file such material with, or furnish it to, the SEC.
In addition, information contained on our Internet website is not part of this prospectus supplement and does not constitute a part of this
prospectus supplement.

 INCORPORATION BY REFERENCE

        We "incorporate by reference" in this prospectus supplement certain documents that we have previously filed with the SEC. This means
that we are disclosing important information to you without actually including that information in this prospectus supplement by referring you to
other documents that we have filed separately with the SEC. The information incorporated by reference is an important part of this prospectus
supplement. Information that we later provide to the SEC, and which is deemed "filed" with the SEC, will automatically update information that
we previously filed with the SEC, and may replace information in this prospectus supplement and information that we previously filed with

ii
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the SEC. We incorporate by reference the following documents in this prospectus supplement, which you should review in connection with this
prospectus supplement:

�
our Annual Report on Form 10-K for the year ended December 31, 2015, filed with the SEC on February 24, 2016 ("2015
Form 10-K");

�
our Quarterly Reports on Form 10-Q for the period ended March 31, 2016, filed with the SEC on May 4, 2016, and for the
period ended June 30, 2016 ("Second Quarter 2016 Form 10-Q"), filed with the SEC on August 3, 2016; and

�
our Current Reports on Form 8-K filed with the SEC on February 22, 2016, March 25, 2016, April 13, 2016, May 26, 2016,
August 8, 2016, August 9, 2016 and August 12, 2016, excluding any information furnished pursuant to Item 2.02 or
Item 7.01 on any Current Report on Form 8-K.

        We also incorporate by reference each of the documents that we file with the SEC (excluding those filings made under Items 2.02 or 7.01 of
Form 8-K or other information furnished to the SEC) under Sections 13(a), 13(c), 14, or 15(d) of the Securities Exchange Act on or after the date
of this prospectus supplement and before the termination of the offering of notes under this prospectus supplement shall be deemed to be
incorporated in this prospectus supplement by reference and to be a part hereof from the date of the filing of such documents. Any statements
made in such documents will automatically update and supersede the information contained in this prospectus supplement, and any statements
made in this prospectus supplement update and supersede the information contained in past SEC filings incorporated by reference into this
prospectus supplement.

        We will provide, at no cost to you, a copy of all documents incorporated by reference into this prospectus supplement to each person,
including any beneficial owner, to whom we deliver this prospectus supplement, upon written or oral request. You may request a copy of these
filings by writing or telephoning us at the following address or telephone number:

Investor Relations
SM Energy Company

1775 Sherman Street, Suite 1200
Denver, Colorado 80203

(303) 861-8140
information@sm-energy.com

 CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

        This prospectus supplement contains "forward-looking statements" within the meaning of Section 27A of the Securities Act of 1933, as
amended (the "Securities Act") and Section 21E of the Securities Exchange Act. All statements, other than statements of historical facts,
included in this prospectus supplement that address activities, events, or developments with respect to our financial condition, results of
operations, or economic performance that we expect, believe, or anticipate will or may occur in the future, or that address plans and objectives of
management for future operations, are forward-looking statements. The words "anticipate," "assume," "believe," "budget," "estimate," "expect,"
"forecast," "intend," "plan," "project," "will," and similar expressions are intended to identify forward-looking statements. Forward-looking
statements appear throughout this prospectus supplement, and include statements about such matters as:

�
the amount and nature of future capital expenditures and the availability of liquidity and capital resources to fund capital
expenditures;

�
our ability to consummate acquisitions and the successful integration and future performance of such assets;

�
our outlook on future oil, gas, and NGL prices, well costs, and service costs;

iii
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�
the drilling of wells and other exploration and development activities and plans, as well as possible acquisitions;

�
the possible divestiture or farm-down of, or joint venture relating to, certain properties;

�
proved reserve estimates and the estimates of both future net revenues and the present value of future net revenues
associated with those proved reserve estimates;

�
future oil, gas, and NGL production estimates;

�
cash flows, anticipated liquidity, and the future repayment of debt;

�
business strategies and other plans and objectives for future operations, including plans for expansion and growth of
operations or to defer capital investment, and our outlook on our future financial condition or results of operations; and

�
other similar matters such as those discussed in the "Management's Discussion and Analysis of Financial Condition and
Results of Operations" section of our 2015 Form 10-K.

        Our forward-looking statements are based on assumptions and analyses made by us in light of our experience and our perception of
historical trends, current conditions, expected future developments, and other factors that we believe are appropriate under the circumstances.
These statements are subject to a number of known and unknown risks and uncertainties, which may cause our actual results and performance to
be materially different from any future results or performance expressed or implied by the forward-looking statements. Some of these risks are
described in the Risk Factors section in Part I, Item 1A of our 2015 Form 10-K, and include such factors as:

�
the volatility of oil, gas, and NGL prices, and the effect it may have on our profitability, financial condition, cash flows,
access to capital, and ability to grow production volumes and/or proved reserves;

�
weakness in economic conditions and uncertainty in financial markets;

�
our ability to replace reserves in order to sustain production, including our ability to consummate acquisitions and the
successful integration and future performance of such assets;

�
our ability to raise the substantial amount of capital required to develop and/or replace our reserves;

�
our ability to compete against competitors that have greater financial, technical, and human resources;

�
our ability to attract and retain key personnel;

�
the imprecise estimations of our actual quantities and present value of proved oil, gas, and NGL reserves;

�
the uncertainty in evaluating recoverable reserves and estimating expected benefits or liabilities;

Edgar Filing: SM Energy Co - Form 424B2

9



�
the possibility that exploration and development drilling may not result in commercially producible reserves;

�
our limited control over activities on outside-operated properties;

�
our reliance on the skill and expertise of third-party service providers on our operated properties;

�
the possibility that title to properties in which we have an interest may be defective;

iv
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�
the possibility that our planned drilling in existing or emerging resource plays using some of the latest available horizontal
drilling and completion techniques is subject to drilling and completion risks and may not meet our expectations for reserves
or production;

�
the uncertainties associated with acquisitions, divestitures, joint ventures, farm-downs, farm-outs and similar transactions
with respect to certain assets, including whether such transactions will be consummated or completed in the form or timing
and for the value that we anticipate;

�
the uncertainties associated with enhanced recovery methods;

�
our commodity derivative contracts may result in financial losses or may limit the prices we receive for oil, gas, and NGL
sales;

�
the inability of one or more of our service providers, customers, or contractual counterparties to meet their obligations;

�
our ability to deliver necessary quantities of natural gas or crude oil to contractual counterparties;

�
price declines or unsuccessful exploration efforts resulting in write-downs of our asset carrying values;

�
the impact that lower oil, gas, or NGL prices could have on the amount we are able to borrow under our Credit Agreement
(as defined herein);

�
the possibility our amount of debt may limit our ability to obtain financing for acquisitions, make us more vulnerable to
adverse economic conditions, and make it more difficult for us to make payments on our debt;

�
the possibility that covenants in our debt agreements may limit our discretion in the operation of our business, prohibit us
from engaging in beneficial transactions, or lead to the accelerated payment of our debt;

�
operating and environmental risks and hazards that could result in substantial losses;

�
the impact of seasonal weather conditions and lease stipulations on our ability to conduct drilling activities;

�
our ability to acquire adequate supplies of water and dispose of or recycle water we use at a reasonable cost in accordance
with environmental and other applicable rules;

�
complex laws and regulations, including environmental regulations, that result in substantial costs and other risks;

�
the availability and capacity of gathering, transportation, processing, and/or refining facilities;

�
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our ability to sell and/or receive market prices for our oil, gas, and NGLs;

�
new technologies may cause our current exploration and drilling methods to become obsolete;

�
the possibility of security threats, including terrorist attacks and cybersecurity breaches, against, or otherwise impacting, our
facilities and systems; and

�
litigation, environmental matters, the potential impact of legislation and government regulations, and the use of management
estimates regarding such matters.

        We caution you that forward-looking statements are not guarantees of future performance and actual results or performance may be
materially different from those expressed or implied in the forward-looking statements. The forward-looking statements in this prospectus
supplement speak as of the filing date of this prospectus supplement. Although we may from time to time voluntarily update our prior
forward-looking statements, we disclaim any commitment to do so except as required by securities laws.

v
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 SUMMARY

This prospectus supplement summary highlights information contained elsewhere in this prospectus supplement, the accompanying
prospectus, and the documents we incorporate by reference. It does not contain all of the information that you should consider before making an
investment decision. For a more complete understanding of our business and this offering, you should carefully read the entire prospectus
supplement, the accompanying prospectus and the documents incorporated by reference herein, including our historical financial statements
and the notes thereto, which are incorporated herein by reference from our 2015 Form 10-K and our Quarterly Reports on Form 10-Q for the
periods ended March 31, 2016 and June 30, 2016. You should read "Risk Factors" beginning on page S-16 of this prospectus supplement, on
page 4 of the accompanying prospectus and Item 1A. "Risk Factors" in our 2015 Form 10-K and Quarterly Reports on Form 10-Q for the
periods ended March 31, 2016 and June 30, 2016, for more information about important risks that you should consider before making a
decision to invest in our notes.

Certain information with respect to our estimated proved reserves referred to and incorporated by reference herein is based in part upon
the audit of our proved reserve estimates by Ryder Scott Company, L.P., a firm of independent petroleum engineers. Such information is
included and incorporated herein in reliance on the authority of such firm as an expert in petroleum engineering.

 SM Energy Company

        We are an independent energy company engaged in the acquisition, exploration, development, and production of oil, natural gas, and NGLs
in onshore North America. Our core assets and active development positions are located in the Eagle Ford shale in south Texas, the
Bakken/Three Forks in North Dakota and the Permian Basin in west Texas. We also have a delineation and exploration program in the Powder
River Basin in Wyoming.

        Our strategic objective is to profitably build our ownership and operatorship of North American oil, natural gas, and NGL producing assets
that have high operating margins and significant opportunities for additional economic investment. We pursue growth opportunities through both
exploration and acquisitions, and we seek to maximize the value of our assets through industry leading technology application and outstanding
operational execution. We focus on achieving high full-cycle economic returns on our investments and maintaining a simple, strong balance
sheet through a conservative approach to leverage.

        As of year-end 2015, our proved reserves were 471.3 MMBoe. In the second quarter of 2016, production averaged 157,200 Boe per day. As
of the end of the second quarter of 2016, our leasehold acreage totaled approximately 390,000 net acres in the Eagle Ford shale in south Texas,
the Bakken/Three Forks in North Dakota and the Permian Basin in west Texas, approximately 171,000 net acres in the Powder River Basin and
477,000 net acres in other areas, of which 79,000 acres we recently announced were subject to contracts for sale or have been sold.

 Corporate Information

        We were founded in 1908 and incorporated in Delaware in 1915. Our initial public offering of common stock was in December 1992. Our
common stock trades on the New York Stock Exchange (the "NYSE") under the ticker symbol "SM." Our principal offices are located at 1775
Sherman Street, Suite 1200, Denver, Colorado 80203, and our telephone number is (303) 861-8140. Our website address is
www.sm-energy.com; information included or referred to on our website is not part of this prospectus supplement.

S-1
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 Recent Developments

Pending Acquisition

        On August 8, 2016, we entered into a definitive membership interest purchase agreement (the "Purchase Agreement") with Rock Oil
Holdings LLC (the "Seller") to acquire (the "Acquisition") 100% of the membership interests in JPM EOC Opal, LLC (the "Target"), a
Delaware limited liability company and wholly-owned subsidiary of the Seller, which owns undeveloped leasehold interests, producing wells
and associated infrastructure assets in the Midland Basin of west Texas. The Acquisition will complement and significantly expand our existing
core position in the basin. The purchase price for the membership interests in the Target is $980 million (the "Purchase Price"), subject to certain
customary purchase price adjustments.

        Pursuant to the Purchase Agreement, we will acquire approximately 24,783 net acres in Howard County, Texas that are predominantly
contiguous; an estimated 6 MMBoe of proved developed producing reserves (based on internal estimates); and approximately 4,900 Boe per day
of net production (as of July 2016) that is approximately 77% oil. The to be acquired leasehold has current production from wells in the
Wolfcamp A, Wolfcamp B and Lower Spraberry formations, with a recently completed well producing approximately 1,600 Boe/d for 30 days
in July. We have demonstrated superior operational execution in the Midland Basin and plan to utilize our extensive experience and expertise,
including applying reservoir modeling, pad drilling and leading edge completion technologies to optimize the performance of the wells we
expect to drill on the acquired assets.

        We intend to fund the Acquisition with net proceeds from this offering, net proceeds from the Prior Offerings (as defined below) and
proceeds from recently completed asset sales and asset sales pursuant to definitive agreements currently in place.

        The Acquisition is scheduled to close October 4, 2016, with an effective date of September 1, 2016, and is subject to the satisfaction of
customary closing conditions. There can be no assurance that the Acquisition will close on the expected closing date or at all. Following the
execution of the Purchase Agreement, we deposited $49.0 million into an escrow account as a deposit to be applied against the Purchase Price at
the closing of the Acquisition.

        The closing of this offering is not conditioned on, nor is it a condition to, the consummation of the Acquisition. If the Acquisition is
delayed, not consummated or consummated in a manner different than described herein, the trading price of our notes may decline. In addition,
if the Acquisition is not consummated, our management will have broad discretion in the application of the net proceeds of this offering.
Accordingly, if you decide to purchase notes in this offering, you should be willing to do so whether or not we complete the Acquisition.

August 2016 Equity Offering

        On August 12, 2016, we completed a public offering of 18,400,000 shares (including 2,400,000 shares sold pursuant to an option to
purchase additional shares) of our common stock at a price to the public of $30.00 per share of common stock (the "Stock Offering"). Net
proceeds from Stock Offering, including as a result of the option exercise, after deducting fees and estimated expenses, were approximately
$531 million.

        We intend to use the net proceeds from the Stock Offering to pay a portion of the purchase price of the Acquisition. If the Acquisition does
not close, we intend to use the net proceeds from the Stock Offering for general corporate purposes.

S-2

Edgar Filing: SM Energy Co - Form 424B2

14



Table of Contents

August 2016 Convertible Notes Offering

        On August 12, 2016, we completed a public offering (the "Convertible Notes Offering," and together with the Stock Offering, the "Prior
Offerings") of $172.5 million in aggregate principal amount (including $22.5 million in aggregate principal amount sold pursuant to an option to
purchase additional notes) of our 1.50% Senior Convertible Notes due 2021 (the "Convertible Notes"). Net proceeds from the Convertible Notes
Offering, including as a result of the option exercise, after deducting fees and estimated expenses, were approximately $166.4 million.

        We used a portion of the net proceeds from the Convertible Notes Offering to pay the cost of capped call transactions entered into in
connection with the Convertible Notes Offering and intend to use the remainder to pay a portion of the purchase price of the Acquisition. If the
Acquisition does not close, we intend to use the remainder of the net proceeds from the Convertible Notes Offering for general corporate
purposes.

Termination of Commitment

        On August 8, 2016, we entered into a commitment letter by which a lender committed to make available to us until November 11, 2016, a
second lien facility in a principal amount of up to $500 million (the "Second Lien Facility"), subject to the terms and conditions set forth therein.
On August 19, 2016, we exercised our right to terminate the Second Lien Facility and paid a fee of $10.0 million to the lender.

S-3
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 THE OFFERING

The summary below describes the principal terms of the notes. Certain of the terms and conditions described below are subject to
important limitations and exceptions. The "Description of Debt Securities" section of the accompanying prospectus, as supplemented by the
"Description of notes" section of this prospectus supplement, contain a more detailed description of the terms and conditions of the notes.

Issuer SM Energy Company, a Delaware corporation.

The notes $500,000,000 principal amount of 6.75% Senior Notes due 2026.

Maturity September 15, 2026.

Interest Interest is payable on the notes on March 15 and September 15 of each year, beginning on
March 15, 2017. Interest accrues from September 12, 2016.

Ranking The notes will be our senior unsecured obligations and will rank:
�

equally in right of payment with all of our existing and future senior indebtedness, including
our 6.50% Senior Notes due 2021, 6.125% Senior Notes due 2022, 6.50% Senior Notes due
2023, 5.00% Senior Notes due 2024, 5.625% Senior Notes due 2025 and Convertible Senior
Notes (collectively, the "Senior Notes");
�

be effectively subordinated in right of payment to all of our existing and future secured
indebtedness to the extent of the value of the collateral securing such indebtedness
(including all of our borrowings under our Credit Agreement); and
�

be structurally subordinated in right of payment to all existing and future indebtedness and
other liabilities of our subsidiaries, except to the extent they guarantee the notes as provided
herein.

As of June 30, 2016, our total consolidated indebtedness was $2.6 billion, of which an
aggregate of $2.3 billion was unsecured indebtedness and an aggregate of $330.5 million
was secured indebtedness. As of June 30, 2016, our subsidiaries had $0.3 million of
indebtedness and other liabilities (including trade payables, but excluding intercompany
obligations and liabilities of a type not required to be reflected on a balance sheet of such
subsidiaries in accordance with GAAP) to which the notes would have been structurally
subordinated. As of June 30, 2016, on an as further adjusted basis after giving effect to the
Prior Offerings and this offering as set forth under "Capitalization," our total consolidated
indebtedness would have been $2.9 billion.

S-4
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Guarantees The notes initially will not be guaranteed by any of our subsidiaries. Currently, our
subsidiaries do not guarantee our indebtedness under our Credit Agreement. Our
subsidiaries generated less than 1% of our consolidated total revenues for the six months
ended June 30, 2016, and held less than 1% of our consolidated total assets as of such date.
Our subsidiaries may in the future guarantee our obligations under the notes if they
guarantee certain of our other indebtedness as set forth under "Description of Notes�Certain
Covenants�Future Subsidiary Guarantors."

Optional redemption We will have the option to redeem the notes, in whole or in part, at any time on or after
September 15, 2021, in each case at the redemption prices described in this prospectus
supplement under the heading "Description of Notes�Optional Redemption," together with
any accrued and unpaid interest to the date of redemption.

Prior to September 15, 2021, we may redeem the notes, in whole or in part, at a
"make-whole" redemption price described under "Description of Notes�Optional
Redemption," together with any accrued and unpaid interest to the date of redemption.

In addition, prior to September 15, 2019, we may, at any time or from time to time, redeem
up to 35% of the notes with the proceeds of certain equity offerings at the price described in
this prospectus supplement under the heading "Description of Notes�Optional Redemption,"
together with any accrued and unpaid interest to the date of redemption.

Covenants We will issue the notes under an indenture with U.S. Bank National Association, as trustee.
The indenture will contain covenants that, among other things, limit our ability and the
ability of our restricted subsidiaries to:
�

incur additional debt;
�

make certain dividends or pay dividends or distributions on our capital stock or purchase,
redeem or retire capital stock;
�

sell assets, including capital stock of our restricted subsidiaries;
�

restrict dividends or other payments of our restricted subsidiaries;
�

create liens that secure debt;
�

enter into transactions with affiliates; and
�

merge or consolidate with another company.
S-5
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These covenants are subject to a number of important limitations and exceptions. See
"Description of Notes�Certain Covenants." However, most of the covenants will terminate if
both S&P Global Ratings and Moody's Investors Service, Inc. assign the notes an
investment grade rating and no default exists with respect to the notes.

Change of control offer Upon the occurrence of certain change of control events, holders of the notes will have the
right to require us to repurchase all or a portion of the notes at a price equal to 101% of the
principal amount, together with any accrued and unpaid interest, if any, to the date of
repurchase.

Form and denominations The notes will be issued in denominations of $2,000 and integral multiples of $1,000 in
excess of $2,000.

The notes will be issued in book-entry form and will be represented by permanent global
certificates deposited with, or on behalf of, The Depository Trust Company ("DTC") and
registered in the name of a nominee of DTC. Beneficial interests in any of the notes will be
shown on, and transfers will be effected only through, records maintained by DTC or its
nominee and any such interest may not be exchanged for certificated securities, except in
limited circumstances.

Listing and trading The notes will not be listed on any securities exchange or included in any automated dealer
quotation system. The notes are new securities for which there is currently no established
market for the notes.

Use of proceeds We estimate that the proceeds from this offering will be approximately $492.0 million, after
deducting fees and estimated expenses. If the Acquisition is consummated, we intend to use
the net proceeds from this offering to partially fund the Acquisition and for general
corporate purposes. If the Acquisition is not consummated, we intend to use the net proceeds
of this offering for general corporate purposes. See "Use of Proceeds."

Risk factors Investing in the notes involves risk. See "Risk Factors" beginning on page S-16 of this
prospectus supplement and on page 4 of the accompanying prospectus for the information
regarding risks you should consider before investing in the notes.
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 SUMMARY CONSOLIDATED HISTORICAL FINANCIAL INFORMATION

        We derived the following summary historical financial data as of December 31, 2015 and 2014 and for the years ended December 31, 2015,
2014, and 2013, from our audited financial statements, which are incorporated by reference into this prospectus supplement and should be read
in conjunction with Item 7, "Management's Discussion and Analysis of Financial Condition and Results of Operations" and Item 8, "Financial
Statements and Supplementary Data" included in our 2015 Form 10-K, which is incorporated by reference herein. The summary historical
balance sheet data as of December 31, 2013 has been derived from our audited financial statements included in our Annual Report on
Form 10-K for the year ended December 31, 2013 but not included or incorporated by reference in this prospectus supplement. The financial
data for the six months ended June 30, 2016 and 2015, respectively, and as of June 30, 2016 was derived from our unaudited condensed
consolidated financial statements included in our Second Quarter 2016 Form 10-Q, which is incorporated by reference into this prospectus
supplement. The Consolidated Balance Sheet data as of June 30, 2015 was derived from our unaudited condensed consolidated financial
statements included in our Quarterly Report on Form 10-Q for the period ended June 30, 2015, which is not included or incorporated by
reference in this prospectus supplement. The following summary historical financial data should be read in conjunction with Part I, Item 2,
"Management's Discussion and Analysis of Financial Condition and Results of Operations" and Part I, Item 1, "Financial Statements" of our
Second Quarter 2016 Form 10-Q.
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For the Six Months Ended
June 30, For the Years Ended December 31,

2016 2015 2015 2014 2013
(unaudited)

(in thousands, except per share amounts)
Operating revenues:
Oil, gas, and NGL production revenue $ 502,965 $ 834,571 $ 1,499,905 $ 2,481,544 $ 2,199,550
Net gain (loss) on divestiture activity          (18,975) 36,082 43,031 646 27,974
Marketed gas system revenue � 9,482 9,485 24,897 60,039
Other operating revenues 900 1,945 4,544 15,220 5,811
​ ​ ​ ​ ​​ ​ ​​ ​ ​​ ​​​ ​ ​
Total operating revenues and other income 484,890 882,080 1,556,965 2,522,307 2,293,374
Operating expenses:
Oil, gas, and NGL production expense 293,134 369,836 723,633 715,878 597,045
Depletion, depreciation, amortization, and asset retirement
obligation liability accretion                   425,227 437,105 921,009 767,532 822,872
Exploration 28,460 62,948 120,569 129,857 74,104
Impairment of proved properties 269,785 68,440 468,679 84,480 172,641
Abandonment and impairment of unproved properties 2,349 17,446 78,643 75,638 46,105
Impairment of other property and equipment � � 49,369 � �
General and administrative 60,438 86,244 157,668 167,103 149,551
Change in Net Profits Plan liability 1,865 (8,810) (19,525) (29,849) (21,842)
Derivative (gain) loss 149,123 (73,238) (408,831) (583,264) (3,080)
Marketed gas system expense � 10,773 13,922 24,460 57,647
Other operating expenses 11,783 16,650 30,612 4,658 30,076
​ ​ ​ ​ ​​ ​​​ ​ ​​ ​ ​​ ​ ​
Total operating expenses 1,242,164 987,394 2,135,748 1,356,493 1,925,119
Income (loss) from operations (757,274) (105,314) (578,783) 1,165,814 368,255
Non-operating income (expense):
Other, net 11 596 649 (2,561) 67
Interest expense (65,123) (63,426) (128,149) (98,554) (89,711)
Gain (loss) on extinguishment of debt          15,722 (16,578) (16,578) � �
​ ​ ​ ​​​ ​ ​​ ​ ​​ ​ ​​ ​ ​
Income (loss) before income taxes (806,664) (184,722) (722,861) 1,064,699 278,611
Income tax (expense) benefit 290,773 74,156 275,151 (398,648) (107,676)
​ ​ ​ ​ ​​ ​ ​​ ​ ​​ ​ ​​ ​ ​
Net income (loss) $ (515,891) $ (110,566) $ (447,710) $ 666,051 $ 170,935
​ ​ ​ ​ ​​ ​ ​​ ​ ​​ ​ ​​ ​ ​
​ ​ ​ ​​​ ​​​ ​​​ ​​​ ​​
​ ​ ​ ​​​ ​ ​​ ​ ​​ ​ ​​ ​ ​
Basic weighted-average common shares outstanding 68,090 67,473 67,723 67,230 66,615
Diluted weighted-average common shares outstanding 68,090 67,473 67,723 68,044 67,998
Basic net income (loss) per common share $ (7.58) $ (1.64) $ (6.61) $ 9.91 $ 2.57
Diluted net income (loss) per common share $ (7.58) $ (1.64) $ (6.61) $ 9.79 $ 2.51
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As of June 30, As of December 31,

2016 2015 2015 2014 2013
(unaudited)

(in thousands)
Consolidated Balance Sheets
Data:
Working capital $ (16,367) $ 3,551 $ 216,464 $ (39,617) $ 8,370
Total property and equipment,
net $ 4,601,332 $ 5,485,045 $ 4,950,280 $ 5,503,903 $ 3,859,792
Total assets(1) $ 5,044,475 $ 6,177,459 $ 5,621,643 $ 6,483,145 $ 4,678,023
Total noncurrent liabilities(1) $ 3,374,798 $ 3,466,995 $ 3,466,717 $ 3,411,830 $ 2,432,071
Total stockholders' equity $ 1,348,836 $ 2,188,307 $ 1,852,401 $ 2,286,655 $ 1,606,821

(1)

We adopted FASB ASU No. 2015-03, "Simplifying the Presentation of Debt Issuance Costs" effective November 1, 2015, which
requires certain deferred financing costs to be presented on the balance sheets as a direct reduction from the carrying value of the
related liability. Prior period amounts have been reclassified to conform with current period presentation in the 2015 Form 10-K.

For the Six Months
Ended June 30, For the Years Ended December 31,

2016 2015 2015 2014 2013
(unaudited)

(in thousands)
Consolidated Statements of
Cash Flows:
Net cash provided by operating
activities $ 256,873 $ 549,508 $ 978,352 $ 1,456,575 $ 1,338,514
Net cash used in investing
activities $ (351,254) $ (646,726) $ (1,144,639) $ (2,478,749) $ (1,192,903)
Net cash provided by financing
activities $ 94,381 $ 97,180 $ 166,185 $ 740,046 $ 130,711
Other Financial Data:
Adjusted EBITDAX(1) $ 399,408 $ 649,142 $ 1,124,775 $ 1,647,591 $ 1,477,274

(1)

See "�Reconciliation of Adjusted EBITDAX."

Reconciliation of Adjusted EBITDAX

        Adjusted EBITDAX represents net income (loss) before interest expense, other non-operating income or expense, income taxes, depletion,
depreciation, amortization, and accretion expense, exploration expense, impairments, non-cash stock-based compensation expense, derivative
gains and losses net of settlements, change in the Net Profits Plan liability, and gains and losses on divestitures. Adjusted EBITDAX excludes
certain items that we believe affect the comparability of operating results and can exclude items that are generally one-time in nature or whose
timing and/or amount cannot be reasonably estimated. Adjusted EBITDAX is a non-GAAP measure that we present because we believe it
provides useful additional information to investors and analysts, as a performance measure, for analysis of our ability to internally generate
funds for exploration, development, acquisitions, and to service debt. We are also subject to financial covenants under our Credit Agreement
based on adjusted EBITDAX ratios as further described in Description of Other Indebtedness later in this prospectus. In addition, adjusted
EBITDAX is widely used by professional research analysts and others in the valuation, comparison, and investment recommendations of
companies in the oil and gas exploration and production industry, and many investors use the published research of industry research analysts in
making investment decisions. Our credit facility provides a material source of liquidity for us. Under the terms of our Credit Agreement, if we
fail to comply with the covenants that establish a maximum permitted ratio of senior secured debt to adjusted EBITDAX and a minimum
permitted ratio of adjusted EBITDAX to interest, we will be in default, an event that would prevent us from borrowing under our credit facility
and would therefore materially limit our sources of liquidity. In addition, if we
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default under our credit facility and are unable to obtain a waiver of that default from our lenders, lenders under that facility and under the
indentures governing our outstanding Senior Notes would be entitled to exercise all of their remedies for a default.

        Adjusted EBITDAX has limitations as an analytical tool and should not be considered in isolation or as a substitute for net income (loss),
income (loss) from operations, net cash provided by (used in) operating activities, profitability, or liquidity measures prepared under GAAP.
Because adjusted EBITDAX excludes some, but not all items that affect net income (loss) and may vary among companies, the adjusted
EBITDAX amounts presented may not be comparable to similar metrics of other companies. Limitations to using adjusted EBITDAX as an
analytical tool include:

�
Adjusted EBITDAX does not reflect current or future requirements for capital expenditures or capital commitments;

�
Adjusted EBITDAX does not reflect changes in, or cash requirements necessary to service interest or principal payments on
debt;

�
Adjusted EBITDAX does not reflect income taxes;

�
Although depletion, depreciation and amortization are non-cash charges, the assets being depleted, depreciated or amortized
will often have to be replaced in the future, and adjusted EBITDAX does not reflect any cash requirements for such
replacements; and

�
Other companies in our industry may calculate adjusted EBITDAX differently than we do, limiting its usefulness as a
comparison measure.

S-10
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        The following table provides reconciliations of our net income (loss) and net cash provided by operating activities to adjusted EBITDAX
for the periods presented:

For the Six Months Ended
June 30, For the Years Ended December 31,

2016 2015 2015 2014 2013
(unaudited)

(in thousands)
Net income (loss) (GAAP) $ (515,891) $ (110,566) $ (447,710) $ 666,051 $ 170,935
Interest expense 65,123 63,426 128,149 98,554 89,711
Other non-operating (income) expense, net (11) (596) (649) 2,561 (67)
Income tax expense (benefit) (290,773) (74,156) (275,151) 398,648 107,676
Depletion, depreciation, amortization, and asset retirement
obligation liability accretion 425,227 437,105 921,009 767,532 822,872
Exploration(1) 25,013 59,500 113,158 122,577 65,888
Impairment of proved properties 269,785 68,440 468,679 84,480 172,641
Abandonment and impairment of unproved properties 2,349 17,446 78,643 75,638 46,105
Impairment of other property and equipment � � 49,369 � �
Stock-based compensation expense 13,915 13,215 27,467 32,694 32,347
Derivative (gain) loss 149,123 (73,238) (408,831) (583,264) (3,080)
Derivative settlement gain(2) 248,738 274,024 512,566 12,615 22,062
Change in Net Profits Plan liability 1,865 (8,810) (19,525) (29,849) (21,842)
Net (gain) loss on divestiture activity          18,975 (36,082) (43,031) (646) (27,974)
(Gain) loss on extinguishment of debt          (15,722) 16,578 16,578 � �
Other, net 1,692 2,856 4,054 � �
​ ​​ ​ ​​ ​​​ ​ ​​ ​ ​​ ​ ​
Adjusted EBITDAX (Non-GAAP) 399,408 649,142 1,124,775 1,647,591 1,477,274
​ ​​ ​ ​​ ​​​ ​ ​​ ​ ​​ ​ ​
Interest expense (65,123) (63,426) (128,149) (98,554) (89,711)
Other non-operating income (expense), net 11 596 649 (2,561) 67
Income tax (expense) benefit 290,773 74,156 275,151 (398,648) (107,676)
Exploration(1) (25,013) (59,500) (113,158) (122,577) (65,888)
Exploratory dry hole expense (24) 22,896 36,612 44,427 5,846
Amortization of deferred financing costs 1,930 3,892 7,710 6,146 5,390
Deferred income taxes (291,014) (84,556) (276,722) 397,780 105,555
Plugging and abandonment (2,716) (3,386) (7,496) (8,796) (9,946)
Loss on extinguishment of debt � (12,455) (12,455) � �
Other, net (1,016) (3,290) 9,707 1,069 2,775
Changes in current assets and liabilities (50,343) 25,439 61,728 (9,302) 14,828
​ ​​ ​ ​​ ​​​ ​ ​​ ​ ​​ ​ ​
Net cash provided by operating activities (GAAP) $ 256,873 $ 549,508 $ 978,352 $ 1,456,575 $ 1,338,514
​ ​​ ​ ​​ ​​​ ​ ​​ ​ ​​ ​ ​
​ ​​ ​​​ ​​​ ​​​ ​​​ ​​
​ ​​ ​​​ ​ ​​ ​ ​​ ​ ​​ ​ ​

(1)

Stock-based compensation expense is a component of exploration expense and general and administrative expense on the statements
of operations. Therefore, the exploration line items shown in the reconciliation above will vary from the amount shown on the
statements of
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operations for the component of stock-based compensation expense recorded to exploration expense.

(2)

Natural gas derivative settlements for the six months ended June 30, 2015 include a $15.3 million gain on the early settlement of
futures contracts as a result of divesting our remaining Mid-Continent assets during the second quarter of 2015. Natural gas derivative
settlements for the years ended December 31, 2015, and 2014, include a $15.3 million gain and $5.6 million gain on the early
settlement of futures contracts during the second quarter of 2015 and first quarter of 2014, respectively, as a result of divesting certain
of our Mid-Continent assets.
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 SUMMARY RESERVE, PRODUCTION AND OPERATING DATA

Oil and Gas Reserves

        The following table presents summary data with respect to our estimated net proved oil, gas, and NGL reserves as of the dates indicated. At
least 80 percent of the PV-10 of our estimated proved reserves as of December 31, 2015, 2014 and 2013 was audited by Ryder Scott
Company, L.P., which is a firm of independent reserve engineers. Our estimated proved reserves and related PV-10 as of December 31, 2015,
2014 and 2013 were determined in accordance with the reserve disclosure rules of the SEC using the 12-month unweighted arithmetic average
of the first-day-of-the-month price for the periods of January 2015 through December 2015, January 2014 through December 2014 and January
2013 through December 2013, respectively, without giving effect to derivative transactions, and were held constant throughout the life of the
properties.

As of December 31,

2015 2014 2013
Proved Reserves:(1)
Oil (MMBbl) 145.3 169.7 126.6
Gas (Bcf) 1,264.0 1,466.5 1,189.3
NGLs (MMBbl) 115.4 133.5 103.9
​ ​ ​ ​ ​​ ​ ​​ ​ ​
Total (MMBOE) 471.3 547.7 428.7
Proved Developed (MMBOE) 244.5 286.8 208.9
Proved Undeveloped (MMBOE) 226.8 260.9 219.9
PV-10 (in millions)(2) $ 1,790.5 $ 7,616.9 $ 5,528.5

(1)

The SEC defines proved oil and gas reserves (Rule 4-10(a) of Regulation S-X) as those quantities of oil and gas, which, by analysis of
geoscience and engineering data, can be estimated with reasonable certainty to be economically producible�from a given date forward,
from known reservoirs, and under existing economic conditions, operating methods, and government regulations�prior to the time at
which contracts providing the right to operate expire, unless evidence indicates that renewal is reasonably certain, regardless of
whether deterministic or probabilistic methods are used for the estimation.

(2)

PV-10 is derived from the standardized measure of discounted future net cash flows, which is the most directly comparable GAAP
financial measure. PV-10 is a computation of the standardized measure of discounted future net cash flows on a pre-tax basis. PV-10 is
equal to the standardized measure of discounted future net cash flows at the applicable date, before deducting future income taxes,
discounted at 10 percent. We believe that the presentation of PV-10 is relevant and useful to investors because it presents the
discounted future net cash flows attributable to our estimated proved reserves prior to taking into account future corporate income
taxes, and it is a useful measure for evaluating the relative monetary significance of our oil and natural gas assets. Further, investors
may utilize the measure as a basis for comparison of the relative size and value of our reserves to other companies. We use this
measure when assessing the potential return on investment related to our oil and natural gas assets. PV-10, however, is not a substitute
for the standardized measure of discounted future net cash flows. Our PV-10 measure and the standardized measure of discounted
future net cash flows do not purport to present the fair value of our oil and natural gas reserves. Please see the definitions of
standardized measure of discounted future net cash flows and PV-10 in the "Glossary of Oil and Natural Gas Terms."
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The following table provides a reconciliation of PV-10 to the standardized measure of discounted future net cash flows as of
December 31, 2015, 2014 and 2013:

As of December 31,

2015 2014 2013
(in millions)

(as adjusted)
Standardized measure of discounted future net cash flows $ 1,790.5 $ 5,698.8 $ 4,009.4
Add: 10 percent annual discount, net of income taxes 1,307.1 3,407.2 2,500.6
Add: future undiscounted income taxes � 3,511.4 2,722.2
​ ​ ​ ​ ​​ ​​​ ​ ​
Undiscounted future net cash flows 3,097.6 12,617.4 9,232.2
Less: 10 percent annual discount without tax effect (1,307.1) (5,000.5) (3,703.7)
​ ​ ​ ​​​ ​ ​​ ​​
PV-10 $ 1,790.5 $ 7,616.9 $ 5,528.5
​ ​ ​ ​ ​​ ​ ​​ ​ ​
​ ​ ​ ​​​ ​​​ ​​
​ ​ ​ ​​​ ​ ​​ ​ ​
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Oil and Gas Production, Realized Prices and Production Costs

        The following table summarizes our production volumes, net daily production, realized prices and production costs on a per BOE basis for
the periods indicated.

For the Six Months
Ended June 30, For the Years Ended December 31,

2016 2015 2015 2014 2013
Net production volumes(1)
Oil (MMBbl) 8.2 10.3 19.2 16.7 13.9
Gas (Bcf) 74.7 90.1 173.6 152.9 149.3
NGLs (MMBbl) 7.1 7.9 16.1 13.0 9.5
Equivalent (MMBOE) 27.7 33.3 64.2 55.1 48.3
Average net daily production(1)
Oil (MBbl per day) 45.2 57.0 52.7 45.6 38.2
Gas (MMcf per day) 410.2 498.0 475.7 419.0 409.2
NGLs (MBbl per day) 38.8 43.8 44.0 35.6 26.0
Equivalent (MBOE per day) 152.4 183.7 175.9 151.1 132.4
Realized price (before derivative settlements)
Oil (per Bbl) $ 32.51 $ 44.92 $ 41.49 $ 80.97 $ 91.19
Gas (per Mcf) $ 1.83 $ 2.65 $ 2.57 $ 4.58 $ 3.93
NGLs (per Bbl) $ 14.05 $ 16.76 $ 15.92 $ 33.34 $ 35.95
Per BOE $ 18.14 $ 25.10 $ 23.36 $ 45.01 $ 45.50
Realized price (after derivative settlements)
Oil (per Bbl) $ 53.45 $ 62.39 $ 60.34 $ 82.68 $ 89.92
Gas (per Mcf) $ 2.80 $ 3.46 $ 3.28 $ 4.40 $ 4.14
NGLs (per Bbl) $ 14.63 $ 19.39 $ 17.61 $ 34.18 $ 36.66
Per BOE $ 27.11 $ 33.34 $ 31.34 $ 45.23 $ 45.92
Per BOE data(1)
Production costs:
Lease operating expense $ 3.54 $ 3.62 $ 3.73 $ 4.28 $ 4.49
Transportation costs $ 6.00 $ 5.86 $ 6.02 $ 6.11 $ 5.34
Production taxes $ 0.80 $ 1.25 $ 1.13 $ 2.13 $ 2.19
Ad valorem tax expense $ 0.23 $ 0.39 $ 0.39 $ 0.46 $ 0.33
General and administrative $ 2.18 $ 2.59 $ 2.46 $ 3.03 $ 3.09
Depletion, depreciation, amortization, and asset retirement obligation
liability accretion $ 15.34 $ 13.14 $ 14.34 $ 13.92 $ 17.02
Derivative settlement gain(2) $ 8.97 $ 8.24 $ 7.98 $ 0.22 $ 0.42
Earnings per share information
Basic net income (loss) per common share $ (7.58) $ (1.64) $ (6.61) $ 9.91 $ 2.57
Diluted net income (loss) per common share $ (7.58) $ (1.64) $ (6.61) $ 9.79 $ 2.51
Basic weighted-average common shares outstanding (in thousands) 68,090 67,473 67,723 67,230 66,615
Diluted weighted-average common shares outstanding (in thousands) 68,090 67,473 67,723 68,044 67,998

(1)

Amounts may not calculate due to rounding.

(2)

Natural gas derivative settlements for the six months ended June 30, 2015 include a $15.3 million gain on the early settlement of
futures contracts as a result of divesting our remaining Mid-Continent assets during the second quarter of 2015. These early
settlements increased our derivative settlement gain by $0.46 per BOE for the six months ended June 30, 2015. Natural gas derivative
settlements for the years ended December 31, 2015 and 2014, include $15.3 million and $5.6 million, respectively, of early settlements
of futures contracts as a result of divesting assets in our Mid-Continent region. These early settlements increased the effect of
derivative settlements by $0.24 per BOE and $0.10 per BOE for the years ended December 31, 2015 and 2014, respectively.
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 RISK FACTORS

An investment in the notes involves significant risks. Prior to making a decision about investing in the notes, and in consultation with your
own financial and legal advisors, you should carefully consider, among other matters, the following risk factors, as well as those incorporated
by reference in this prospectus supplement and the accompanying prospectus from our 2015 Form 10-K under the headings "Risk Factors" and
"Management's Discussion and Analysis of Financial Condition and Results of Operations", and other filings we may make from time to time
with the SEC, together with all of the other information included or incorporated by reference in this prospectus supplement and the
accompanying prospectus, including the financial statements and related notes. If any of the following risks actually occur, our business,
financial condition or results of operations may suffer. As a result, we might be unable to repay the principal of and interest on the notes, and
you could lose all or part of your investment.

Risks Related to the Acquisition

The pending Acquisition may not be completed as anticipated, or if completed, may not be beneficial to us.

        The Acquisition is scheduled to close on October 4, 2016, and is subject to satisfaction of certain customary closing conditions and the
satisfaction or waiver of other conditions, many of which are beyond our control. However, completion of the Acquisition is not a condition to
completion of this offering of our notes.

        There are a number of risks and uncertainties relating to the Acquisition. For example, the Acquisition may not be completed, or may not be
completed in the time frame, on the terms, or in the manner currently anticipated, as a result of a number of factors, including, among other
things, the failure to satisfy one or more of the conditions to closing. There can be no assurance that such conditions will be satisfied or that the
Acquisition will be consummated. In addition, the Purchase Agreement contains certain termination rights for each of SM Energy and the Seller,
including SM Energy's right to terminate the Purchase Agreement if: (a) Seller's representations and warranties in the Purchase Agreement fail
to be true and correct as of the closing date, except for such inaccuracies that would not, in the aggregate, have a material adverse effect,
(b) Seller fails to perform or comply, in all material respects, with all obligations, agreements and covenants contained in the Purchase
Agreement as to which such performance or compliance is required by Seller prior to the closing date, (c) a third-party institutes a material legal
proceeding seeking to restrain, prohibit, enjoin or declare illegal the transactions contemplated by the Purchase Agreement, (d) a governmental
authority or arbitrator issues an order, award or judgment to restrain, prohibit, enjoin or declare illegal the transactions contemplated by the
Purchase Agreement, (e) the sum of (i) the aggregate amount of all reductions to the Purchase Price for title defects prior to the closing, less
(ii) the aggregate amount of all title benefit amounts prior to Closing, plus (iii) the aggregate amount of all reductions to the Purchase Price for
environmental defects prior to the closing, exceeds 15% of the unadjusted Purchase Price, or (f) Seller shall have failed to deliver, or be ready,
willing and able to deliver, the necessary closing documents.

        If these conditions are not satisfied or waived, the transaction will not be consummated. There is no assurance that the Acquisition will
close on or before that time, or at all, and the closing of this offering is not conditioned on the closing of the Acquisition. The consummation of
the Acquisition involves potential risks, including:

�
the failure to realize recoverable reserves;

�
regulatory compliance and permitting;

�
title issues or other unidentified or unforeseeable liabilities and costs;
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�
the incurrence of liabilities or other compliance costs related to environmental or regulatory matters, including potential
liabilities that may be imposed without regard to fault or the legality of conduct;

�
the diversion of management's attention from our existing properties;

�
a significant increase in our interest expense and financial leverage resulting from any additional debt incurred to finance the
Acquisition, which could offset the expected accretion from the Acquisition; and

�
the incurrence of significant charges, such as asset devaluation or restructuring charges.

        If we consummate the Acquisition and if these risks or other unanticipated liabilities were to materialize, any desired benefits of the
Acquisition may not be fully realized, if at all, and our future financial performance and results of operations could be negatively impacted. We
cannot assure you that we will realize value from the Acquisition that equals or exceeds the consideration paid.

If completed, the Acquisition may not achieve its intended results and may result in us assuming unanticipated liabilities. To date, we have
conducted only limited diligence regarding the assets and liabilities we would assume in the Acquisition. These risks are heightened because
the Acquisition, if consummated, would involve our acquisition of a material amount of acreage relative to our current acreage position and
a material purchase price relative to our prior strategic activities.

        We entered into the Purchase Agreement with the expectation that the Acquisition would result in various benefits, growth opportunities
and synergies. Achieving the anticipated benefits of the Acquisition is subject to a number of risks and uncertainties. For example, under the
Purchase Agreement, we have the opportunity to conduct customary environmental and title due diligence following the execution of the
Purchase Agreement, but our diligence efforts to date have been limited. As a result, we may discover title defects or adverse environmental or
other conditions of which we are currently unaware. Environmental, title and other problems could reduce the value of the properties to us, and,
depending on the circumstances, we could have limited or no recourse to the Seller with respect to those problems. We would assume all of the
Target's liabilities and would be entitled to indemnification in connection with those liabilities in only limited circumstances and in limited
amounts. We cannot assure that such potential remedies will be adequate for any liabilities we incur, and such liabilities could be significant.

        The risks involved in the Acquisition are heightened due to the size of the acquisition. The Acquisition, if consummated, would involve our
acquisition of approximately 24,783 net acres in Howard County, Texas, which is a material amount of acreage relative to our current acreage
position in the Permian Basin and a material purchase price relative to our prior strategic activities.

        The anticipated future growth of our business will impose significant added responsibilities on management. The anticipated growth may
place strain on our administrative and operational infrastructure. Our senior management's attention may be diverted from the management of
daily operations to the integration of Seller's business operations and the assets acquired in the Acquisition. Our ability to manage our business
and growth will require us to apply our operational, financial and management controls, reporting systems and procedures to the acquired
business. We may also encounter risks, costs and expenses associated with any undisclosed or other unanticipated liabilities, and use more cash
and other financial resources on integration and implementation activities than we anticipate. We may not be able to successfully integrate the
Target's operations into our existing operations, successfully manage this additional acreage or realize the expected economic benefits of the
Acquisition, which may have a material adverse effect on our business, financial condition and results of operations, including our cash available
for distribution to our stockholders.
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Actual reserves and production associated with the properties to be acquired in the Acquisition may be substantially less than we expect.

        As with other acquisitions, the success of the Acquisition depends on, among other things, the accuracy of our assessment of the number
and quality of the drilling locations associated with the properties to be acquired, future oil and natural gas prices, reserves and production, and
future operating costs and various other factors. These assessments are necessarily inexact. Our assessment of certain of these factors is based in
part on information provided to us by the sellers, including historical production data. Our independent reserve engineers have neither provided a
report regarding the estimates of reserves nor an audit of the reserves with respect to the properties subject to the Acquisition. The assumptions
on which our internal estimates have been based may prove to be incorrect in a number of material ways, resulting in our not realizing the
expected benefits of the acquisition. In addition, the representations, warranties and indemnities of the Seller contained in the Purchase
Agreement are limited, and we may not have recourse against the Seller in the event that the acreage is less valuable than we currently believe.
As a result, we may not recover the Purchase Price for the Acquisition from the sale of production from the properties being acquired or
recognize an acceptable return from such sales.

        The development of the properties to be acquired will be subject to all of the risks and uncertainties associated with oil and natural gas
activities as described in the "Risk Factors" section of our 2015 Form 10-K.

A significant portion of the value of the Acquisition is associated with undeveloped acreage that may not be economic.

        A large portion of the acreage we are acquiring in the Acquisition is undeveloped, and our plans, development schedule and production
schedule associated with the acreage may fail to materialize. As a result, our investment in these areas may not be as economic as we anticipate,
and we could incur material write-downs of unevaluated properties.

We will incur significant transaction costs and expenses in connection with the Acquisition, and the Acquisition and this offering will result
in an increase our indebtedness.

        We expect to incur a number of significant transaction-related costs and expenses associated with the Acquisition. We continue to assess
the magnitude of these costs, and additional unanticipated costs may be incurred in the integration of the properties to be acquired, which may be
significant. We may be required to fund these costs through additional borrowings under our Credit Agreement. We intend to finance a portion
of the purchase price of the Acquisition with the proceeds from this offering and the net proceeds from the Prior Offerings. This increase in our
indebtedness may reduce our flexibility to respond to changing business and economic conditions or to fund capital expenditures or working
capital needs.

Risks Related to the Notes

The agreements governing our debt contain various covenants that limit our discretion in the operation of our business, could prohibit us
from engaging in transactions we believe to be beneficial and could lead to the acceleration of our debt.

        Our existing debt agreements contain restrictive covenants that limit our ability to engage in activities that may be in our long-term best
interests. Our Credit Agreement requires that we be in compliance as of the last day of each fiscal quarter with certain financial covenants,
including that our (a) ratio of senior secured debt to 12-month trailing adjusted EBITDAX be not more than 2.75 to 1.0; (b) adjusted current ratio
be not less than 1.0 to 1.0; and (c) ratio of 12-month trailing adjusted EBITDAX to interest expense be not less than 2.0 to 1.0. We were in
compliance with all financial and
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non-financial covenants under the Credit Agreement as of June 30, 2016, and are in compliance with all financial and non-financial covenants
under the Credit Agreement through the date hereof.

        Our Credit Agreement also requires us to comply with certain additional covenants, including requirements that we limit our annual cash
dividends to no more than $50.0 million. These restrictions on our ability to operate our business could seriously harm our business by, among
other things, limiting our ability to take advantage of financings, mergers and acquisitions, and other corporate opportunities.

        The respective indentures governing our Senior Notes each contain, and the indenture governing the notes offered hereby will contain,
covenants that, among other things, limit our ability and the ability of our restricted subsidiaries to:

�
incur additional debt;

�
make certain dividends or pay dividends or distributions on our capital stock or purchase, redeem or retire capital stock;

�
sell assets, including capital stock of our restricted subsidiaries;

�
restrict dividends or other payments of our restricted subsidiaries;

�
create liens that secure debt;

�
enter into transactions with affiliates; and

�
merge or consolidate with another company.

        See "Description of Other Indebtedness" and "Description of Notes." Our failure to comply with these covenants could result in an event of
default that, if not cured or waived, could result in the acceleration of all of our indebtedness. We do not have sufficient working capital to
satisfy our debt obligations in the event of an acceleration of all or a significant portion of our outstanding indebtedness.

The notes are effectively subordinated to our secured debt and any liabilities of our subsidiaries.

        The notes will rank senior in right of payment to any of our indebtedness that is expressly subordinated in right of payment to the notes;
equal in right of payment to any of our unsecured liabilities that are not so subordinated; effectively junior in right of payment to any of our
secured indebtedness to the extent of the value of the assets securing such indebtedness; and structurally junior to all indebtedness and other
liabilities (including trade payables) of our subsidiaries. The notes will not be secured by any of our assets. Our Credit Agreement is, however,
secured by substantially all of our oil and gas properties. Additionally, the terms of our Credit Agreement and the indentures governing our
Senior Notes permit, and the indenture governing the notes will permit, us to incur substantial additional secured debt in the future. Accordingly,
the payment of principal and interest on the notes will be effectively subordinated in right of payment to all of our secured debt with respect to
the assets securing such debt.

        In the event of our bankruptcy, liquidation, reorganization or other winding up, our assets that secure debt ranking senior in right of
payment to the notes will be available to pay obligations on the notes only after the secured debt has been repaid in full from these assets. There
may not be sufficient assets remaining to pay amounts due on any or all of the notes then outstanding. The indenture governing the notes will
permit us to incur substantial additional secured debt in the future, and the indenture does not prohibit any of our subsidiaries from incurring
additional liabilities.

        As of June 30, 2016, our total consolidated indebtedness was $2.6 billion, of which an aggregate of $2.3 billion was unsecured indebtedness
and an aggregate of $330.5 million was secured indebtedness.

S-19

Edgar Filing: SM Energy Co - Form 424B2

32



Edgar Filing: SM Energy Co - Form 424B2

33



Table of Contents

As of June 30, 2016, our subsidiaries had $0.3 million of indebtedness and other liabilities (including trade payables, but excluding
intercompany obligations and liabilities of a type not required to be reflected on a balance sheet of such subsidiaries in accordance with GAAP)
to which the notes would have been structurally subordinated. As of June 30, 2016, on an as further adjusted basis after giving effect to the Prior
Offerings and the issuance of the notes as set forth under "Capitalization," our total consolidated indebtedness would have been $2.9 billion.

The notes are our obligations only and not the obligations of our subsidiaries.

        The notes are our obligations exclusively and are not guaranteed by any of our subsidiaries. A portion of our consolidated assets are owned
by our subsidiaries, which they use to conduct their operations. To the extent our ability to service our outstanding indebtedness, including the
notes, depends on the results of operations of our subsidiaries and their ability to provide us with cash, whether in the form of dividends, loans or
otherwise, to pay amounts due on our obligations, we may not be able to obtain access timely, or at all, to their cash for such purposes. Our
subsidiaries are separate and distinct legal entities and have no obligation, contingent or otherwise, to make payments on the notes or to make
any funds available for that purpose. In addition, dividends, loans or other distributions to us from our subsidiaries may be subject to contractual
and other restrictions and are subject to other business considerations.

To service our indebtedness, we will require a significant amount of cash. Our ability to generate cash depends on many factors beyond our
control.

        Our ability to make payments on our indebtedness, including the notes offered hereby, and to refinance our indebtedness and fund planned
capital expenditures will depend on our ability to generate cash in the future. This, to a certain extent, is subject to general economic, financial,
competitive, legislative, industry, regulatory and other factors that are beyond our control. We cannot assure you that our business will generate
sufficient cash flow from operations or that future borrowings will be available to us under our Credit Agreement in an amount sufficient to
enable us to pay our indebtedness, including the notes offered hereby, or to fund our other liquidity needs. We may need to refinance all or a
portion of our indebtedness, including the notes, on or before maturity, sell assets, reduce or delay capital expenditures or seek additional equity
financing. We cannot assure you that we will be able to service or refinance any of our indebtedness, on commercially reasonable terms or at all.

Our amount of debt may limit our ability to obtain financing for acquisitions, make us more vulnerable to adverse economic conditions, and
make it more difficult for us to make payments on our debt.

        As of June 30, 2016, we had total outstanding indebtedness of $2.6 billion. Our long-term debt represented 66% of our total book
capitalization as of June 30, 2016.

        The amount of our current indebtedness could have important consequences for our operations, including:

�
making it more difficult for us to obtain additional financing in the future for our operations and potential acquisitions,
working capital requirements, capital expenditures, debt service, or other general corporate requirements;

�
requiring us to dedicate a substantial portion of our cash flows from operations to the repayment of our debt and the service
of interest costs associated with our debt, rather than to productive investments;

�
limiting our operating flexibility due to financial and other restrictive covenants, including restrictions on incurring
additional debt, making acquisitions, and paying dividends;
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�
placing us at a competitive disadvantage compared to our competitors that have less debt; and

�
making us more vulnerable in the event of adverse economic or industry conditions or a downturn in our business.

        Our ability to make payments on our debt, refinance our debt, and fund planned capital expenditures will depend on our ability to generate
cash in the future. This, to a certain extent, is subject to general economic, financial, competitive, legislative, regulatory, and other factors that
are beyond our control. If our business does not generate sufficient cash flow from operations or future sufficient borrowings are not available to
us under our Credit Agreement or from other sources, we might not be able to service our debt or fund our other liquidity needs. If we are unable
to service our debt, due to inadequate liquidity or otherwise, we may have to delay or cancel acquisitions, defer capital expenditures, sell equity
securities, divest assets, and/or restructure or refinance our debt. We might not be able to sell our equity, sell our assets, or restructure or
refinance our debt on a timely basis or on satisfactory terms or at all. In addition, the terms of our existing or future debt agreements, including
our existing and future credit agreements, may prohibit us from pursuing any of these alternatives. Further, changes in the credit ratings of our
debt may negatively affect the cost, terms, conditions, and availability of future financing.

        Our debt agreements, including the agreement governing our Credit Agreement and the indentures governing the Senior Notes, permit, and
the indenture governing the notes will permit, us to incur additional debt in the future, subject to compliance with restrictive covenants under
those agreements. In addition, entities we may acquire in the future could have significant amounts of debt outstanding that we could be required
to assume, and in some cases accelerate repayment thereof, in connection with the acquisition, or we may incur our own significant indebtedness
to consummate an acquisition.

        As discussed below under "Description of Other Indebtedness," our Credit Agreement is subject to periodic borrowing base
redeterminations. We could be forced to repay a portion of our bank borrowings in the event of a downward redetermination of our borrowing
base, and we may not have sufficient funds to make such repayment at that time. If we do not have sufficient funds and are otherwise unable to
negotiate renewals of our borrowing base or arrange new financing, we may be forced to sell significant assets.

Failure to comply with covenants in our existing or future financing agreements could result in cross-defaults under some of our financing
agreements, which could jeopardize our ability to pay the notes.

        Various risks, uncertainties and events beyond our control could affect our ability to comply with the covenants and maintain the financial
tests and ratios required by the agreements governing our financing arrangements. Failure to comply with any of the covenants in our existing or
future financing agreements could result in a default under those agreements and under other agreements containing cross-default provisions. A
default would permit lenders to cease to make further extensions of credit, accelerate the maturity of the debt under these agreements and
foreclose upon any collateral securing that debt. Under these circumstances, we might not have sufficient funds or other resources to satisfy all
of our obligations, including our obligations under the notes. In addition, the limitations imposed by financing agreements on our ability to incur
additional debt and to take other actions might significantly impair our ability to obtain other financing. We also may amend the provisions and
limitations of our Credit Agreement from time to time and will not be required to obtain the consent of the holders of the notes to do so.

        Our debt agreements contain prepayment and acceleration rights at the election of the holders or lenders, as applicable, upon a covenant
default or change in control, which rights, if exercised, could constitute an event of default under the notes. In addition, certain lenders under our
Credit Agreement are also counterparties under our hedge agreements, which contain provisions whereby the lender
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group may declare a default under certain circumstances that could constitute an event of default under the Credit Agreement. It is possible that
we would be unable to fulfill all of these obligations and make payments on the notes simultaneously.

We may not be able to repurchase the notes upon a change of control.

        Upon the occurrence of certain change of control events, holders of the notes and our Senior Notes may require us to offer to repurchase all
or any part of their respective notes. We may not have sufficient funds at the time of the change of control to make the required repurchases of
the notes and the Senior Notes. Additionally, certain events that would constitute a "change of control" (as defined in the respective indentures
governing the notes and the Senior Notes) would constitute an event of default under our Credit Agreement that would, if any such event should
occur, permit the lenders to accelerate the debt outstanding under our Credit Agreement which would, in turn, cause an event of default under
the respective indentures governing the notes and the Senior Notes.

        The source of funds for any repurchase of the notes or the Senior Notes required as a result of any change of control will be our available
cash or cash generated from oil and gas operations or other sources, including borrowings, sales of assets, sales of equity, or funds provided by a
new controlling entity. We cannot assure you, however, that sufficient funds would be available at the time of any change of control to make any
required repurchases of the notes and the Senior Notes tendered and to repay debt under our Credit Agreement. Furthermore, using available
cash to fund the potential consequences of a change of control may impair our ability to obtain additional financing in the future. Any future
credit agreements or other agreements relating to debt to which we may become a party will most likely contain similar restrictions and
provisions.

We may incur substantial additional indebtedness, including indebtedness ranking equal to the notes.

        Subject to the restrictions in other agreements governing our other outstanding indebtedness (including our Credit Agreement and our
Senior Notes), we and our subsidiaries may incur substantial additional indebtedness (including secured indebtedness) in the future. Although
the indenture governing the notes and the agreements governing our other outstanding indebtedness contain restrictions on the incurrence of
additional indebtedness, these restrictions are subject to waiver and a number of significant qualifications and exceptions, and indebtedness
incurred in compliance with these restrictions could be substantial.

        If we incur any additional indebtedness that ranks equally with the notes, including trade payables, the holders of that indebtedness will be
entitled to share ratably with holders of the notes in any proceeds distributed in connection with any insolvency, liquidation, reorganization,
dissolution or other winding-up of us. This may have the effect of reducing the amount of proceeds paid to holders of the notes in connection
with such a distribution.

        Any increase in our level of indebtedness will have several important effects on our future operations, including, without limitation, that:

�
we will have additional cash requirements in order to support the payment of interest on our outstanding indebtedness;

�
increases in our outstanding indebtedness and leverage will increase our vulnerability to adverse changes in general
economic and industry conditions, as well as to competitive pressure; and

�
depending on the levels of our outstanding indebtedness, our ability to obtain additional financing for working capital,
capital investment, general corporate and other purposes may be limited.
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Our Credit Agreement limits our ability to pay any cash amount upon the repurchase of the notes.

        Our existing Credit Agreement restricts the aggregate amount of cash payments we may make on the repurchase of the notes if an event of
default exists under that agreement or if, after giving effect to such repurchase (and any additional indebtedness incurred in connection with such
repurchase), we would not be in pro forma compliance with our financial covenants under that agreement. See "Description of Other
Indebtedness." Any new credit facility that we may enter into may have similar or more restrictive restrictions. Our failure to make cash
payments upon the repurchase of the notes would permit holders of the notes to accelerate our obligations under the notes.

Claims of holders of the notes will be structurally subordinated to claims of creditors of any of our subsidiaries.

        Subject to certain limitations, the indenture governing the notes will permit our subsidiaries to acquire assets and incur indebtedness, and
holders of the notes will not have any claim as a creditor against any of our subsidiaries to the assets and earnings of those subsidiaries, except to
the extent such subsidiaries subsequently become guarantors of the notes. The claims of the creditors of those subsidiaries, including their trade
creditors, banks and other lenders, would have priority over any of our claims or those of our other subsidiaries as equity holders of such
subsidiaries. Consequently, in any insolvency, liquidation, reorganization, dissolution or other winding-up of any subsidiaries, creditors of those
subsidiaries would be paid before any amounts would be distributed to us as equity, and thus be available to satisfy our obligations under the
notes and other claims against us.

Federal and state fraudulent transfer laws may permit a court to void any future subsidiary guarantees, subordinate claims in respect of any
future subsidiary guarantees and require holders to return payments received and, if that occurs, you may not receive any payments on the
notes.

        Federal and state fraudulent transfer and conveyance statutes may apply to the incurrence of any future guarantees of the notes, as set forth
under the heading "Description of Notes�Certain Covenants�Future Subsidiary Guarantors." Under federal bankruptcy law and comparable
provisions of state fraudulent transfer or conveyance laws, which may vary from state to state, any future subsidiary guarantees could be voided
as a fraudulent transfer or conveyance if (1) any of the future subsidiary guarantors incurred the subsidiary guarantees with the intent of
hindering, delaying or defrauding creditors or (2) any of the future subsidiary guarantors received less than reasonably equivalent value or fair
consideration in return for incurring the subsidiary guarantees and, in the case of (2) only, at least one of the following was also true at the time
thereof:

�
any of the future subsidiary guarantors were insolvent on the date of the incurrence of the subsidiary guarantees or rendered
insolvent by reason of the incurrence of the subsidiary guarantees;

�
the incurrence of the subsidiary guarantees left any of the future subsidiary guarantors with an unreasonably small amount of
capital to carry on their business; or

�
any of the future subsidiary guarantors intended to, or believed that such future subsidiary guarantor would, incur debts
beyond such future subsidiary guarantor's ability to pay such debts as they mature.

        We cannot be certain as to the standards a court would use to determine whether or not the future subsidiary guarantors were solvent at the
relevant time or, regardless of the standard that a court uses, that the incurrence of the subsidiary guarantees would not be subordinated to our or
any of the
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future subsidiary guarantors' other debt. Generally, however, an entity would be considered insolvent if, at the time it incurred indebtedness:

�
the sum of its debts, including contingent liabilities, was greater than the fair saleable value of all its assets; or

�
it could not pay its debts as they become due.

        If a court were to find that the incurrence of a subsidiary guarantee had been a fraudulent transfer or conveyance, the court could void the
payment obligations under such subsidiary guarantee or subordinate such subsidiary guarantee to presently existing and future indebtedness of
the related future subsidiary guarantor, or require the holders of the notes to repay any amounts received with respect to such subsidiary
guarantee. In the event of a finding that a fraudulent transfer or conveyance occurred, you may not receive any repayment on the notes. Further,
the voidance of the subsidiary guarantee could result in an event of default with respect to our and our subsidiaries' other debt that could result in
acceleration of such debt.

We cannot assure you that an active trading market will develop for the notes.

        Prior to this offering, there has been no trading market for the notes, and we do not intend to apply to list the notes on any securities
exchange or to arrange for quotation on any automated dealer quotation system. We have been informed by the underwriters that they intend to
make a market in the notes after the offering is completed. However, the underwriters may cease their market-making at any time without notice.
In addition, the liquidity of the trading market in the notes, and the market price quoted for the notes, may be adversely affected by changes in
the overall market for this type of security and by changes in our financial performance or prospects or in the prospects for companies in our
industry generally. As a result, we cannot assure you that an active trading market will develop for the notes. If an active trading market does not
develop or is not maintained, the market price and liquidity of the notes may be adversely affected. In that case you may not be able to sell your
notes at a particular time or you may not be able to sell your notes at a favorable price.

Many of the covenants contained in the indenture will terminate if the notes are rated investment grade by both S&P Global Ratings and
Moody's Investors Service, Inc.

        Many of the covenants in the indenture governing the notes will terminate if the notes are rated investment grade by both S&P Global
Ratings and Moody's Investors Service, Inc., provided at such time no default under the indenture has occurred and is continuing. These
covenants will restrict, among other things, our ability to pay dividends, to incur debt and to enter into certain other transactions. There can be no
assurance that the notes will ever be rated investment grade, or that if they are rated investment grade, that the notes will maintain such ratings.
However, termination of these covenants would allow us to engage in certain transactions that would not be permitted while these covenants
were in force. Please see "Description of Notes�Covenant Termination."

A negative or adverse credit rating of the notes may cause their trading price to fall.

        In August 2016, our credit outlook was revised to negative by S&P Global Ratings. We cannot provide assurance that any of our current
debt credit ratings, or a future debt credit rating with respect to the notes, will remain in effect for any given period of time or that such ratings
will not be further lowered or withdrawn entirely by a rating agency if, in its judgment, circumstances warrant. If a rating service were to rate the
notes and if such rating service were to lower its rating on the notes below the rating initially assigned to the notes or otherwise announces its
intention to put the notes or our corporate credit rating on credit watch, the trading price of the notes could decline.
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 USE OF PROCEEDS

        We estimate that the net proceeds from this offering, after deducting the underwriting discount and commissions and our estimated offering
expenses, will be approximately $492.0 million.

        If the Acquisition is consummated, we intend to use a portion of the net proceeds from this offering to partially fund the Acquisition and the
remainder for general corporate purposes. In addition to the net proceeds from this offering, we expect to use the net proceeds from our recently
completed Stock Offering, the net proceeds from our recently completed Convertible Notes Offering, and the net proceeds from recently
completed asset sales and assets sales pursuant to definitive agreements currently in place, to complete the Acquisition.

        If the Acquisition is not consummated, we intend to use the net proceeds from this offering for general corporate purposes. There can be no
assurances that the Acquisition will be consummated or that the expected benefits of such transaction will be realized. The closing of this
offering is not conditioned on, nor is it a condition to, the consummation of the Acquisition. If the Acquisition is delayed or consummated in a
manner different than described herein, the trading price of our notes may decline. See "Summary�Recent Developments" for more information
regarding the Acquisition.
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 CAPITALIZATION

        The following table sets forth our unaudited capitalization at June 30, 2016:

�
on an actual basis;

�
on an as adjusted basis to give effect to the Prior Offerings; and

�
on an as further adjusted basis to give effect to the issuance and sale of our notes offered hereby.

        You should read this table in conjunction with our consolidated unaudited financial statements and the related notes incorporated by
reference in this prospectus supplement and the accompanying prospectus.

As of June 30, 2016

(in millions) Historical As Adjusted
As Further
Adjusted

Cash and cash equivalents(1)(2)(3) $ 0.018 $ 366.9 $ 858.9
​ ​ ​ ​ ​​ ​​​ ​ ​
​ ​ ​ ​​​ ​​​ ​​
​ ​ ​ ​ ​​ ​ ​​ ​ ​
Long-term debt:
Revolving credit facility due 2019(2)(4) 330.5 � �
6.50% Notes due 2021 347.0 347.0 347.0
6.125% Notes due 2022 561.8 561.8 561.8
6.50% Notes due 2023 395.0 395.0 395.0
5.00% Notes due 2024 500.0 500.0 500.0
5.625% Notes due 2025 500.0 500.0 500.0
1.50% Convertible Senior Notes Due 2021(5) � 172.5 172.5
Unamortized discount and unamortized debt issuance costs(5) (31.2) (37.3) (45.3)
6.75% Senior Notes Due 2026 offered hereby � � 500.0
​ ​ ​ ​​​ ​ ​​ ​​
Total long-term debt(5) $ 2,603.1 $ 2,439.0 $ 2,931.0
​ ​ ​ ​ ​​ ​ ​​ ​ ​
Stockholders' equity:
Common stock, par value $0.01 per share; 200.0 million shares authorized; 68,274,551 actual
shares issued or 86,674,551 actual shares issued as adjusted and as further adjusted,
respectively; $ 0.7 $ 0.9 $ 0.9
Additional paid-in capital(3)(5) 321.8 852.6 852.6
Retained earnings 1,040.2 1,040.2 1,040.2
Accumulated other comprehensive (loss) (13.9) (13.9) (13.9)
​ ​ ​ ​ ​​ ​​​ ​ ​
Total stockholder's equity(3)(5) $ 1,348.8 $ 1,879.8 $ 1,879.8
​ ​ ​ ​​​ ​ ​​ ​​
Total capitalization(3)(5) $ 3,951.9 $ 4,318.8 $ 4,810.8
​ ​ ​ ​ ​​ ​ ​​ ​ ​
​ ​ ​ ​​​ ​​​ ​​
​ ​ ​ ​​​ ​ ​​ ​ ​

(1)

The As Adjusted and As Further Adjusted columns reflect the proceeds from this offering and the Prior Offerings pending the closing
of the Acquisition.

Edgar Filing: SM Energy Co - Form 424B2

40



(2)

Does not include net proceeds received from recently completed asset sales and asset sales pursuant to definitive agreements currently
in place to fund the Purchase Price for the Acquisition.

(3)

Does not include our entry into the capped call transactions entered into in connection with the Convertible Notes Offering, including
our payment of the approximately $24.1 million premium therefor to the hedge counterparties, which resulted in a reduction to our
cash and cash equivalents, additional paid-in capital, stockholders' equity and total capitalization.

(4)

As of September 6, 2016, we had no indebtedness outstanding under our Credit Agreement. Does not reflect any additional borrowings
under the Credit Agreement to fund the Purchase Price for the Acquisition.
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(5)

In accordance with ASC 470-20, convertible debt that may be wholly or partially settled in cash is required to be separated into a
liability and an equity component, such that interest expense reflects the issuer's nonconvertible debt interest rate. Upon issuance, a
debt discount is recognized as a decrease in debt and an increase in equity. The debt component accretes up to the principal amount
over the expected term of the debt. ASC 470-20 (additional paid-in capital) does not affect the actual amount that we are required to
repay.
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 RATIO OF EARNINGS TO FIXED CHARGES

        Our ratio of earnings to fixed charges for each of the periods indicated is as follows:

Year Ended December 31,Six Months
Ended

June 30, 2016 2015 2014 2013 2012 2011
Ratio of earnings to fixed charges(1) �(2) �(3) 10.0x 3.7x �(4) 6.7x

(1)

The ratio of earnings to fixed charges has been computed by dividing earnings available for fixed charges (earnings from continuing
operations before income taxes, plus fixed charges and amortization of capitalized interest, less capitalized interest) by fixed charges
(interest expense, plus capitalized interest plus our estimate of the interest component of rental expense).

(2)

Earnings were inadequate to cover fixed charges for the six months ended June 30, 2016 by a deficiency of $810.8 million.

(3)

Earnings were inadequate to cover fixed charges for the year ended December 31, 2015 by a deficiency of $738.8 million.

(4)

Earnings were inadequate to cover fixed charges for the year ended December 31, 2012 by a deficiency of $86.6 million.
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 DESCRIPTION OF OTHER INDEBTEDNESS

        As of the date of this prospectus supplement, our indebtedness consisted of our 2021 Notes, our 2022 Notes, our 2023 Notes, our 2024
Notes, our 2025 Notes and our Convertible Notes. As of such date, there are no outstanding borrowings under our Credit Agreement.

6.50% Senior Notes Due 2021

        On November 8, 2011, we issued $350.0 million in aggregate principal amount of 6.50% Senior Notes due 2021, which we refer to as our
2021 Notes. The 2021 Notes were issued at par and mature on November 15, 2021. We received net proceeds of approximately $343.1 million
after deducting fees of approximately $6.9 million, which are being amortized as deferred financing costs over the life of the 2021 Notes.

        We may redeem the 2021 Notes, in whole or part, at any time prior to November 15, 2016, at a redemption price equal to 100% of the
principal amount, plus a specified make whole premium and accrued and unpaid interest to the redemption date.

        We may also redeem all or, from time to time, a portion of the 2021 Notes on or after November 15, 2016, at the prices set forth below,
expressed as a percentage of the principal amount redeemed, plus accrued and unpaid interest, if redeemed during the twelve month period
beginning on November 15, of the years indicated below:

2016 103.250%
2017 102.167%
2018 101.083%
2019 and thereafter 100.000%
        The 2021 Notes are unsecured senior obligations and rank equal in right of payment with all of our existing and any future unsecured senior
debt and are senior in right of payment to any future subordinated debt. There are no subsidiary guarantors of the 2021 Notes. We are subject to
certain covenants under our 2021 Notes that limit incurring additional indebtedness, issuing preferred stock, and making restricted payments in
excess of specified amounts. The restricted payment covenant limits the payment of dividends on our common stock; provided, however, the
first $6.5 million of dividends paid each year are not restricted. We are in compliance with all covenants under our 2021 Notes as of the date of
this prospectus supplement.

        Additionally, on November 8, 2011, we entered into a registration rights agreement that provided holders of the 2021 Notes certain
registration rights for the 2021 Notes under the Securities Act. We satisfied our obligations under the registration rights agreement on March 7,
2012, by exchanging the outstanding 2021 Notes for notes registered under the Securities Act.

6.125% Senior Notes Due 2022

        On November 17, 2014, we issued $600.0 million in aggregate principal amount of 6.125% Senior Notes due 2022, which we refer to as the
2022 Notes. The 2022 Notes were issued at par and mature on November 15, 2022. We received net proceeds of $590.0 million after deducting
fees of $10.0 million, which are being amortized as deferred financing costs over the life of the 2022 Notes. The net proceeds were used to repay
outstanding borrowings under our Credit Agreement and for general corporate purposes.

        Prior to November 15, 2017, we may redeem, on one or more occasions, up to 35 percent of the aggregate principal amount of the 2022
Notes with the net cash proceeds of certain equity offerings at a redemption price of 106.125% of the principal amount thereof, plus accrued and
unpaid interest. We may also redeem the 2022 Notes, in whole or in part, at any time prior to November 15, 2018, at a
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redemption price equal to 100 percent of the principal amount of the 2022 Notes to be redeemed, plus a specified make-whole premium and
accrued and unpaid interest to the applicable redemption date.

        On or after November 15, 2018, we may also redeem all or, from time to time, a portion of the 2022 Notes at the redemption prices set forth
below, during the twelve-month period beginning on November 15 of each applicable year, expressed as a percentage of the principal amount
redeemed, plus accrued and unpaid interest:

2018 103.063%
2019 101.531%
2020 and thereafter 100.000%
        The 2022 Notes are unsecured senior obligations and rank equal in right of payment with all of our existing and any future unsecured senior
debt, and are senior in right of payment to any future subordinated debt. There are no subsidiary guarantors of the 2022 Notes. We are subject to
certain covenants under the indenture governing the 2022 Notes that limit our ability to incur additional indebtedness, issue preferred stock, and
make restricted payments, including dividends. However, the first $20 million of dividends paid each year are not restricted by this covenant.
We are in compliance with all covenants under our 2022 Notes as of the date of this prospectus supplement.

        Additionally, on November 17, 2014, we entered into a registration rights agreement that provides holders of the 2022 Notes certain
registration rights under the Securities Act. We satisfied our obligations under the registration rights agreement on July 10, 2015, by exchanging
the outstanding 2022 Notes for notes registered under the Securities Act.

6.50% Senior Notes Due 2023

        On June 29, 2012, we issued $400.0 million in aggregate principal amount of 6.50% Senior Notes due 2023, which we refer to as our 2023
Notes. The 2023 Notes were issued at par and mature on January 1, 2023. We received net proceeds of $392.1 million after deducting fees of
$7.9 million, which are being amortized as deferred financing costs over the life of the 2023 Notes.

        We may redeem the 2023 Notes, in whole or in part, at any time prior to July 1, 2017, at a redemption price equal to 100 percent of the
principal amount of the 2023 Notes to be redeemed, plus a specified make-whole premium and accrued and unpaid interest to the applicable
redemption date.

        On or after July 1, 2017, we may also redeem all or, from time to time, a portion of the 2023 Notes at the redemption prices set forth below,
during the twelve-month period beginning on July 1 of each applicable year, expressed as a percentage of the principal amount redeemed, plus
accrued and unpaid interest:

2017 103.250%
2018 102.167%
2019 101.083%
2020 and thereafter 100.000%
        The 2023 Notes are unsecured senior obligations and rank equal in right of payment with all of our existing and any future unsecured senior
debt, and are senior in right of payment to any future subordinated debt. There are no subsidiary guarantors of the 2023 Notes. We are subject to
certain covenants under the indenture governing the 2023 Notes that limit our ability to incur additional indebtedness, issue preferred stock, and
make restricted payments, including dividends. However, the first $6.5 million of dividends paid each year are not restricted by this covenant.
We are in compliance with all covenants under our 2023 Notes as of the date of this prospectus supplement.
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        Additionally, on June 29, 2012, we entered into a registration rights agreement that provided holders of the 2023 Notes certain registration
rights under the Securities Act. We satisfied our obligations under the registration rights agreement on October 30, 2012, by exchanging the
outstanding 2023 Notes for notes registered under the Securities Act.

5.0% Senior Notes Due 2024

        On May 20, 2013, we issued $500.0 million in aggregate principal amount of 5.0% Senior Notes due 2024, which we refer to as our 2024
Notes. The 2024 Notes were issued at par and mature on January 15, 2024. We received net proceeds of $490.2 million after deducting fees of
$9.8 million, which are being amortized as deferred financing costs over the life of the 2024 Notes.

        We may redeem the 2024 Notes, in whole or in part, at any time prior to July 15, 2018, at a redemption price equal to 100 percent of the
principal amount of the 2024 Notes to be redeemed, plus a specified make-whole premium and accrued and unpaid interest to the applicable
redemption date.

        On or after July 15, 2018, we may also redeem all or, from time to time, a portion of the 2024 Notes at the redemption prices set forth
below, during the twelve-month period beginning on July 15 of each applicable year, expressed as a percentage of the principal amount
redeemed, plus accrued and unpaid interest:

2018 102.500%
2019 101.667%
2020 100.833%
2021 and thereafter 100.000%
        The 2024 Notes are unsecured senior obligations and rank equal in right of payment with all of our existing and any future unsecured senior
debt, and are senior in right of payment to any future subordinated debt. There are no subsidiary guarantors of the 2024 Notes. We are subject to
certain covenants under the indenture governing the 2024 Notes that limit our ability to incur additional indebtedness, issue preferred stock, and
make restricted payments, including dividends. However, the first $6.5 million of dividends paid each year are not restricted by this covenant.
We are in compliance with all covenants under our 2024 Notes as of the date of this prospectus supplement.

        Additionally, on May 20, 2013, we entered into a registration rights agreement that provided holders of the 2024 Notes certain registration
rights under the Securities Act. We satisfied our obligations under the registration rights agreement on June 25, 2014, by exchanging the
outstanding 2024 Notes for notes registered under the Securities Act.

5.625% Senior Notes Due 2025

        On May 21, 2015, we issued $500.0 million in aggregate principal amount of 5.625% Senior Notes due 2025, which we refer to as our 2025
Notes. The 2025 Notes were issued at par and mature on June 1, 2025. We received net proceeds of $491.0 million after deducting paid and
accrued fees of $9.0 million, which are being amortized as deferred financing costs over the life of the 2025 Notes.

        Prior to June 1, 2018, we may redeem, on one or more occasions, up to 35 percent of the aggregate principal amount of the 2025 Notes with
the net cash proceeds of certain equity offerings at a redemption price of 105.625% of the principal amount thereof, plus accrued and unpaid
interest to the applicable redemption date. We may also redeem the 2025 Notes, in whole or in part, at any time prior to June 1, 2020, at a
redemption price equal to 100 percent of the principal amount of the 2025 Notes to be redeemed, plus a specified make-whole premium and
accrued and unpaid interest to the applicable redemption date.
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        On or after June 1, 2020, we may also redeem all or, from time to time, a portion of the 2025 Notes at the redemption prices set forth
below, during the twelve-month period beginning on June 1 of each applicable year, expressed as a percentage of the principal amount
redeemed, plus accrued and unpaid interest:

2020 102.813%
2021 101.875%
2022 100.938%
2023 and thereafter 100.000%
        The 2025 Notes are unsecured senior obligations and rank equal in right of payment with all of our existing and any future unsecured senior
debt, and are senior in right of payment to any future subordinated debt. There are no subsidiary guarantors of the 2025 Notes. We are subject to
certain covenants under the indenture governing the 2025 Notes that limit our ability to incur additional indebtedness, issue preferred stock, and
make restricted payments, including dividends. However, the first $20 million of dividends paid each year are not restricted by this covenant.
We are in compliance with all covenants under our 2025 Notes as of the date of this prospectus supplement.

1.50% Convertible Senior Notes Due 2021

        On August 12, 2016, we issued $172.5 million in aggregate principal amount of 1.50% Convertible Senior Notes due 2021, which we refer
to as our Convertible Notes. The Convertible Notes were issued at par and mature on July 1, 2021. We received net proceeds of $166.4 million
after deducting paid and accrued fees of $6.1 million, which are being amortized as deferred financing costs over the life of the Convertible
Notes. The Convertible Notes are not redeemable prior to the maturity date.

        The Convertible Notes are unsecured senior obligations and rank equal in right of payment with all of our existing and any future unsecured
senior debt, and are senior in right of payment to any future subordinated debt. There are no subsidiary guarantors of the Convertible Notes. We
are subject to certain covenants under the indenture governing the Convertible Notes. We are in compliance with all covenants under our
Convertible Notes as of the date of this prospectus supplement.

Credit Agreement

        We are a party to the Fifth Amended and Restated Credit Agreement, dated as of April 12, 2013, among the Company, as Borrower, Wells
Fargo Bank, N.A., as Administrative Agent (the "Credit Agreement"), and the lenders parties thereto from time to time, as the same has been
and may be amended from time to time. We and our lenders entered into a Sixth Amendment to the Credit Agreement on April 8, 2016 and a
Seventh Amendment to the Credit Agreement on August 8, 2016. We incurred approximately $3.1 million in deferred financing costs associated
with the Sixth Amendment to the Credit Agreement. As amended, our Credit Agreement has a maximum loan amount of $2.5 billion and a
maturity date of December 10, 2019.

        Pursuant to the Sixth Amendment, and as part of the regular, semi-annual borrowing base redetermination process, our borrowing base was
reduced to $1.25 billion. This expected reduction was primarily due to the decline in commodity prices, which had resulted in a decrease in our
proved reserves as of December 31, 2015. Pursuant to the terms of the Credit Agreement, our borrowing base will be further reduced by an
amount equal to 25% of the principal amount of the notes being offered under this prospectus supplement, or by $125 million, resulting in a
borrowing base of $1.1 billion after the closing of this offering. The next scheduled borrowing base redetermination date is October 1, 2016. The
borrowing base redetermination process under the Credit Agreement considers the value of both (a) our proved oil and gas properties reflected in
our most recent reserve report and (b) commodity derivative contracts, each as determined by our lender group. The Sixth Amendment
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also changed the required percentage of oil and gas properties subject to a mortgage to at least 90 percent of the total PV-9 of the Company's
proved oil and gas properties evaluated in the most recent reserve report. Further, the Sixth Amendment revised certain of the Company's
covenants under the Credit Agreement and modified the borrowing base utilization grid, as discussed below. The Sixth Amendment also
included provisions that permit us to incur secured second lien debt in an amount up to $500 million, on certain terms and conditions set forth in
the Sixth Amendment.

        The Seventh Amendment revised the Credit Agreement to permit the capped call transactions entered into in connection with the
Convertible Notes, which would otherwise have been prohibited by the Credit Agreement.

        Our Credit Agreement requires that we be in compliance as of the last day of each fiscal quarter with certain financial and non-financial
covenants, including covenants limiting dividend payments and requiring us to maintain certain financial ratios, as defined by the Credit
Agreement. Financial covenants under the Credit Agreement require, as of the last day of each of our fiscal quarters, our (a) ratio of senior
secured debt to 12-month trailing adjusted EBITDAX to be not more than 2.75 to 1.0; (b) adjusted current ratio to be not less than 1.0 to 1.0; and
(c) ratio of 12-month trailing adjusted EBITDAX to interest expense to be not less than 2.0 to 1.0. We were in compliance with all financial and
non-financial covenants under the Credit Agreement as of June 30, 2016, and are in compliance with all financial and non-financial covenants
under the Credit Agreement through the date hereof.

        Interest and commitment fees are accrued based on the borrowing base utilization grid below. Eurodollar loans accrue interest at the
London Interbank Offered Rate, plus the applicable margin from the utilization table below, and Alternate Base Rate ("ABR") and swingline
loans accrue interest at prime plus the applicable margin from the utilization table below. Commitment fees are accrued on the unused portion of
the aggregate commitment amount and are included in interest expense in our consolidated statements of operations.

 Borrowing Base Utilization Grid

Borrowing Base Utilization Percentage <25% ≥25% <50% ≥50% <75% ≥75% <90% ≥90%
Eurodollar Loans 1.750% 2.000% 2.250% 2.500% 2.750%
ABR Loans or Swingline Loans 0.750% 1.000% 1.250% 1.500% 1.750%
Commitment Fee Rate 0.300% 0.300% 0.350% 0.375% 0.375%

        We had $330.5 million of outstanding borrowings under our Credit Agreement as of June 30, 2016. We had approximately $919.3 million
of available borrowing capacity under this facility as of June 30, 2016. We had letters of credit outstanding for a total of $200,000 as of June 30,
2016. These letters of credit reduce the available borrowing capacity under the Credit Agreement on a dollar-for-dollar basis.

S-33

Edgar Filing: SM Energy Co - Form 424B2

48



Table of Contents

 DESCRIPTION OF NOTES

        In this description, the term "Company" refers only to SM Energy Company and not to any of its subsidiaries. The term "Notes" refers to
the Company's Notes being offered hereby.

        The Company will issue the Notes under an indenture dated as of May 21, 2015 (the "base indenture"), as supplemented by a supplemental
indenture establishing the form and terms of these Notes (together with the base indenture, as such may be amended, supplemented or otherwise
modified from time to time, the "indenture") between the Company and U.S. Bank National Association, as trustee. We have filed a copy of the
base indenture as an exhibit to the registration statement which includes the accompanying base prospectus. Copies of the base indenture and the
supplemental indenture are available as set forth below under "Where You Can Find Additional Information." The terms of the Notes include
those stated in the Indenture and those made part of the Indenture by reference to the Trust Indenture Act of 1939, as amended (the "Trust
Indenture Act").

        This "Description of Notes," together with the "Description of Debt Securities" included in the accompanying base prospectus, is intended
to be a useful overview of the material provisions of the notes and the Indenture. Since this "Description of Notes" and such "Description of
Debt Securities" is only a summary, you should refer to the Indenture for a complete description of the obligations of the Company and your
rights as holders of the notes. This "Description of Notes" supersedes the "Description of Debt Securities" in the accompanying base prospectus
to the extent it is inconsistent with such "Description of Debt Securities." Certain defined terms used in this description but not defined below
under "�Certain Definitions" have the meanings assigned to them in the Indenture.

        The registered holder of a Note will be treated as the owner of it for all purposes. Only registered holders will have rights under the
indenture.

General

        The Notes.    The Notes will:

�
be general unsecured, senior obligations of the Company;

�
mature on September 15, 2026;

�
be issued in denominations of $2,000 and integral multiples of $1,000 in excess of $2,000;

�
be represented by one or more registered Notes in global form, but in certain circumstances may be represented by Notes in
definitive form as described under "Book-Entry Delivery and Form";

�
rank senior in right of payment to all existing and future Subordinated Obligations of the Company;

�
rank equally in right of payment to all existing and future senior unsecured Indebtedness of the Company, including its
outstanding Senior Notes;

�
effectively rank junior to all existing and future secured Indebtedness of the Company, including amounts that may be
borrowed under our Senior Secured Credit Agreement, to the extent of the value of the collateral securing such
Indebtedness; and

�
initially not be guaranteed by any of the Company's Subsidiaries, and thus will rank structurally junior to the indebtedness
and other obligations of the Company's Subsidiaries, except to the extent they have become guarantors of the Notes.
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        Interest.    Interest on the Notes will:

�
accrue at the rate of 6.75% per annum;

�
accrue from the Issue Date or, if interest has already been paid, from the most recent interest payment date;
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�
be payable in cash semi-annually in arrears on March 15 and September 15, commencing on March 15, 2017;

�
be payable to the holders of record on the March 1 and September 1 immediately preceding the related interest payment
dates; and

�
be computed on the basis of a 360-day year comprised of twelve 30-day months.

        If an interest payment date falls on a day that is not a Business Day, the interest payment to be made on such interest payment date will be
made on the next succeeding Business Day with the same force and effect as if made on such interest payment date, and no additional interest
will accrue as a result of such delayed payment. The Company will pay interest on overdue principal of the Notes at the above rate, and on
overdue installments of interest at such rate, to the extent lawful.

Payments on the Notes; Paying Agent and Registrar

        We will pay principal of, premium, if any, and interest on the Notes at the office or agency designated by the Company in the City and
State of New York, except that we may, at our option, pay interest on the Notes by check mailed to holders of the Notes at their registered
address as they appear in the registrar's books. We have initially designated the corporate trust office of the Trustee in New York, New York to
act as our paying agent and its corporate trust office in Denver, Colorado to act as our registrar. We may, however, change the paying agent or
registrar without prior notice to the holders of the Notes, and the Company or any of its Restricted Subsidiaries may act as paying agent or
registrar.

        We will pay principal of, premium, if any, and interest on, Notes in global form registered in the name of or held by The Depository Trust
Company or its nominee in immediately available funds to The Depository Trust Company or its nominee, as the case may be, as the registered
holder of such global Note.

Transfer and Exchange

        A holder may transfer or exchange Notes in accordance with the indenture. The registrar and the Trustee may require a holder, among other
things, to furnish appropriate endorsements and transfer documents in connection with a transfer of Notes. No service charge will be imposed by
the Company, the Trustee or the registrar for any transfer or exchange of Notes, but the Company may require a holder to pay a sum sufficient to
cover any transfer tax or other governmental taxes and fees required by law or permitted by the indenture. The Company is not required to
transfer or exchange any Note selected for redemption. Also, the Company is not required to transfer or exchange any Note for a period of
15 days before a selection of Notes to be redeemed.

        The registered holder of a Note will be treated as its owner for all purposes.

Optional Redemption

        On and after September 15, 2021, we may redeem all or, from time to time, a part of the Notes at the following redemption prices
(expressed as a percentage of principal amount of the Notes), plus accrued and unpaid interest on the Notes, if any, to the applicable redemption
date (subject to the right of holders of record on the relevant record date to receive interest due on the relevant interest payment date), if
redeemed during the twelve-month period beginning on September 15 of the years indicated below:

Year Percentage
2021 103.375%
2022 102.250%
2023 101.125%
2024 and thereafter 100.000%
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        Prior to September 15, 2019, we may, at our option, on any one or more occasions redeem up to 35% of the aggregate principal amount of
the Notes (including Additional Notes) issued under the indenture with the Net Cash Proceeds of one or more Equity Offerings at a redemption
price of 106.750% of the principal amount thereof, plus accrued and unpaid interest, if any, to the redemption date (subject to the right of holders
of record on the relevant record date to receive interest due on the relevant interest payment date); provided that:

        (1)   at least 65% of the original principal amount of the Notes issued on the Issue Date remains outstanding after each such
redemption; and

        (2)   the redemption occurs within 180 days after the closing of the related Equity Offering.

        In addition, the Notes may be redeemed, in whole or in part, at any time prior to September 15, 2021 at the option of the Company, at a
redemption price equal to 100% of the principal amount of the Notes redeemed plus the Applicable Premium as of, and accrued and unpaid
interest to, the applicable redemption date (subject to the right of holders of record on the relevant record date to receive interest due on the
relevant interest payment date).

        "Applicable Premium" means, with respect to any Note on any applicable redemption date, the greater of:

        (1)   1.0% of the principal amount of such Note; or

        (2)   the excess, if any, of:

        (a)   the present value at such redemption date of (i) the redemption price of such Note at September 15, 2021 (such
redemption price being set forth in the table appearing above under the caption "�Optional Redemption") plus (ii) all required
interest payments (excluding accrued and unpaid interest to such redemption date) due on such Note through September 15,
2021 computed using a discount rate equal to the Treasury Rate as of such redemption date plus 50 basis points; over

        (b)   the principal amount of such Note.

        "Treasury Rate" means, as of any redemption date, the yield to maturity at the time of computation of United States Treasury securities
with a constant maturity (as compiled and published in the most recent Federal Reserve Statistical Release H.15 (519), which has become
publicly available at least two Business Days prior to the redemption date (or, if such Statistical Release is no longer published, any publicly
available source of similar market data)) most nearly equal to the period from the redemption date to September 15, 2021; provided, however,
that if the period from the redemption date to September 15, 2021 is not equal to the constant maturity of a United States Treasury security for
which a weekly average yield is given, the Treasury Rate shall be obtained by linear interpolation (calculated to the nearest one-twelfth of a
year) from the weekly average yields of United States Treasury securities for which such yields are given, except that if the period from the
redemption date to September 15, 2021 is less than one year, the weekly average yield on actually traded United States Treasury securities
adjusted to a constant maturity of one year shall be used. The Company will (a) calculate the Treasury Rate as of the second Business Day
preceding the applicable redemption date and (b) prior to such redemption date file with the Trustee an Officers' Certificate setting forth the
Applicable Premium and the Treasury Rate and showing the calculation of each in reasonable detail.

Selection and Notice

        If the Company is redeeming fewer than all of the outstanding Notes at any time, the Trustee will select the Notes for redemption in
compliance with the requirements of the principal national securities exchange, if any, on which the Notes are listed or, if the Notes are not
listed, then on a pro rata basis, by lot or by such other method as the Trustee in its sole discretion deems fair and reasonable (or, in the case of
Notes in global form, the Trustee will select Notes for redemption based on DTC's method that most nearly approximates a pro rata selection),
although no Note of $2,000 in original principal
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amount or less will be redeemed in part. Notices of redemption will be given at least 30 but not more than 60 days before the redemption date to
each holder of Notes to be redeemed at its registered address. If any Note is to be redeemed in part only, the notice of redemption relating to
such Note will state the portion of the principal amount thereof to be redeemed. A new Note in principal amount equal to the unredeemed
portion of the original Note will be issued in the name of the holder of the original Note upon cancellation of the partially redeemed original
Note. On and after the redemption date, interest will cease to accrue on any Notes or portion of Notes called for redemption unless we default in
the payment thereof.

Mandatory Redemption; Offers to Purchase; Open Market Purchases

        We are not required to make mandatory redemption payments or sinking fund payments with respect to the Notes. Under certain
circumstances, however, we may be required to offer to purchase Notes as described under the captions "�Change of Control" and "�Certain
Covenants�Limitation on Sales of Assets and Subsidiary Stock."

        We may acquire Notes by means other than a redemption or required repurchase, whether by tender offer, open market purchases,
negotiated transactions or otherwise, in accordance with applicable securities laws, so long as such acquisition does not otherwise violate the
terms of the indenture. Other existing or future agreements of the Company, however, may limit the ability of the Company or its Subsidiaries to
purchase Notes prior to maturity.

Ranking

        The Notes will be general unsecured obligations of the Company that rank senior in right of payment to all existing and future Indebtedness
that is expressly subordinated in right of payment to the Notes. The Notes will rank equally in right of payment with all existing and future
liabilities of the Company that are not so subordinated and will be effectively subordinated in right of payment to (a) all of our secured
Indebtedness, including Indebtedness Incurred under our Senior Secured Credit Agreement, to the extent of the value of the collateral securing
such Indebtedness, and (b) the liabilities of any of our current or future Subsidiaries that do not guarantee the Notes. In the event of bankruptcy,
liquidation, reorganization or other winding up of the Company or upon a default in payment with respect to, or the acceleration of, any
Indebtedness under the Senior Secured Credit Agreement or other secured Indebtedness, the assets of the Company that secure secured
Indebtedness will be available to pay obligations on the Notes only after all Indebtedness under the Senior Secured Credit Agreement and other
secured Indebtedness has been repaid in full from such assets. In addition, our Subsidiaries will not guarantee the Notes except in the
circumstances specified below under "�Certain Covenants�Future Subsidiary Guarantors." In the event of bankruptcy, liquidation, reorganization
or other winding up of a non-guarantor Subsidiary, the assets of such Subsidiary will be available to pay obligations on the Notes only after all
obligations of such Subsidiary have been repaid in full from such assets. We advise you that there may not be sufficient assets remaining to pay
amounts due on any or all the Notes and any Subsidiary guarantees then outstanding.

        Our Subsidiaries do not guarantee our Indebtedness under our Senior Secured Credit Agreement. Our Subsidiaries generated less than 1%
of our consolidated total revenues for the six months ended June 30, 2016 and held less than 1% of our consolidated total assets as of such date.

        At June 30, 2016, on an as further adjusted basis after giving effect to the Prior Offerings and this offering as set forth under
"Capitalization":

�
we would have had $2.9 billion of total indebtedness outstanding (other than intercompany indebtedness), none of which
would have constituted secured indebtedness;

�
we would have had additional availability of $1.1 billion under our Senior Secured Credit Agreement, subject to its terms, as
to which the Notes would have been effectively subordinated to the extent of the value of the collateral thereunder; and
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�
our Subsidiaries would have had no indebtedness outstanding, other than intercompany indebtedness.

Subsidiary Guarantees

        The Notes initially will not be guaranteed by any of our Subsidiaries. Certain of our Subsidiaries may in the future guarantee our
obligations under the Notes, including as set forth under "�Certain Covenants�Future Subsidiary Guarantors." The Subsidiary Guarantors, if any,
will, jointly and severally, fully and unconditionally guarantee on a senior unsecured basis our obligations under the Notes and all obligations
under the indenture. The obligations of the Subsidiary Guarantors under the Subsidiary Guarantees will rank equally in right of payment with
other unsecured Indebtedness of such Subsidiary Guarantors, except to the extent such other Indebtedness is expressly subordinate to the
obligations arising under the Subsidiary Guarantees.

        Although the indenture will limit the amount of Indebtedness that Restricted Subsidiaries may Incur, the permitted Indebtedness of the
Restricted Subsidiaries may be substantial and such limitation is subject to a number of significant qualifications. Moreover, the indenture does
not impose any limitation on the Incurrence by such Subsidiaries of liabilities that are not considered Indebtedness under the indenture. See
"�Certain Covenants�Limitation on Indebtedness and Preferred Stock."

        The obligations of each Subsidiary Guarantor under its Subsidiary Guarantee will be limited as necessary to prevent that Subsidiary
Guarantee from constituting a fraudulent conveyance or fraudulent transfer under applicable law, although no assurance can be given that a court
would give the holder the benefit of such provision. Federal bankruptcy and state fraudulent conveyance laws and other limitations may preclude
the recovery of payments under the Subsidiary Guarantees. If a Subsidiary Guarantee were rendered voidable, it could be subordinated by a
court to all other indebtedness (including guarantees and other contingent liabilities) of the applicable Subsidiary Guarantor, and, depending on
the amount of such indebtedness, a Subsidiary Guarantor's liability on its Subsidiary Guarantee could be reduced to zero. If the obligations of a
Subsidiary Guarantor under its Subsidiary Guarantee were avoided, holders of Notes would have to look to the assets of any remaining
Subsidiary Guarantors for payment. There can be no assurance in that event that such assets would be sufficient to pay the outstanding principal
and interest on the Notes.

        If a Subsidiary Guarantor is sold or disposed of (whether by merger, consolidation, the sale of its Capital Stock or the sale of all or
substantially all of its assets (other than by lease), and whether or not the Subsidiary Guarantor is the surviving entity in such transaction) to a
Person that is not the Company or a Restricted Subsidiary of the Company, such Subsidiary Guarantor will be released from its obligations
under its Subsidiary Guarantee if the sale or other disposition does not violate the covenants described under "�Certain Covenants�Limitation on
Sales of Assets and Subsidiary Stock."

        In addition, a Subsidiary Guarantor will be released from its obligations under the indenture and its Subsidiary Guarantee upon the release
or discharge of the Guarantee that resulted in the creation of such Subsidiary Guarantee pursuant to the covenant described under "�Certain
Covenants�Future Subsidiary Guarantors," except a release or discharge by or as a result of payment under such Guarantee; or if the Company
designates such Subsidiary as an Unrestricted Subsidiary and such designation complies with the other applicable provisions of the indenture or
if such Subsidiary otherwise no longer meets the definition of a Restricted Subsidiary; or in connection with any covenant defeasance, legal
defeasance or satisfaction and discharge of the Notes as provided below under the captions "�Defeasance" and "�Satisfaction and Discharge."

        As of the date hereof, all of the Company's Subsidiaries will be Restricted Subsidiaries. Under certain circumstances, the Company may
designate Subsidiaries as Unrestricted Subsidiaries. None of the Unrestricted Subsidiaries will be subject to the restrictive covenants in the
indenture or will guarantee the Notes.
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Change of Control

        If a Change of Control occurs, unless the Company has previously or concurrently exercised its right to redeem all of the Notes as described
under "�Optional Redemption," each holder will have the right to require the Company to repurchase all or any part (equal to $2,000 or an
integral multiple of $1,000 in excess of $2,000) of such holder's Notes at a purchase price in cash equal to 101% of the principal amount of the
Notes plus accrued and unpaid interest, if any, to the date of purchase (subject to the right of holders of record on the relevant record date to
receive interest due on the relevant interest payment date).

        Within 30 days following any Change of Control, unless the Company has previously or concurrently exercised our right to redeem all of
the Notes as described under "�Optional Redemption," we will mail a notice (the "Change of Control Offer") to each holder, with a copy to the
Trustee, stating:

        (1)   that a Change of Control has occurred and that such holder has the right to require us to purchase such holder's Notes at a
purchase price in cash equal to 101% of the principal amount of such Notes plus accrued and unpaid interest, if any, to the date of
purchase (subject to the right of holders of record on a record date to receive interest on the relevant interest payment date) (the
"Change of Control Payment");

        (2)   the repurchase date (which shall be no earlier than 30 days nor later than 60 days from the date such notice is mailed) (the
"Change of Control Payment Date");

        (3)   that any Note not properly tendered will remain outstanding and continue to accrue interest;

        (4)   that unless we default in the payment of the Change of Control Payment, all Notes accepted for payment pursuant to the
Change of Control Offer will cease to accrue interest on the Change of Control Payment Date;

        (5)   that holders electing to have any Notes in certificated form purchased pursuant to a Change of Control Offer will be required
to surrender such Notes, with the form entitled "Option of Holder to Elect Purchase" on the reverse of such Notes completed, to the
paying agent specified in the notice at the address specified in the notice prior to the close of business on the third Business Day
preceding the Change of Control Payment Date;

        (6)   that holders will be entitled to withdraw their tendered Notes and their election to require us to purchase such Notes,
provided that the paying agent receives, not later than the close of business on the third Business Day preceding the Change of Control
Payment Date, a telegram, telex, facsimile transmission or letter setting forth the name of the holder of the Notes, the principal amount
of Notes tendered for purchase, and a statement that such holder is withdrawing its tendered Notes and its election to have such Notes
purchased;

        (7)   that if we are repurchasing a portion of the Note of any holder, the holder will be issued a new Note equal in principal
amount to the unpurchased portion of the Note surrendered, provided that the unpurchased portion of the Note must be equal to a
minimum principal amount of $2,000 and an integral multiple of $1,000 in excess of $2,000; and

        (8)   the procedures determined by us, consistent with the indenture, that a holder must follow to have its Notes repurchased.

        On the Change of Control Payment Date, the Company will, to the extent lawful:

        (1)   accept for payment all Notes or portions of Notes (in a minimum principal amount of $2,000 and integral multiples of $1,000
in excess of $2,000) properly tendered pursuant to the Change of Control Offer and not properly withdrawn;

        (2)   deposit with the paying agent an amount equal to the Change of Control Payment in respect of all Notes or portions of Notes
accepted for payment; and

        (3)   deliver or cause to be delivered to the Trustee the Notes so accepted together with an Officers' Certificate stating the
aggregate principal amount of Notes or portions of Notes being purchased by the Company.
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        The paying agent will promptly mail or deliver to each holder of Notes accepted for payment the Change of Control Payment for such
Notes, and the Trustee will promptly authenticate and mail (or cause to be transferred by book entry) to each holder a new Note equal in
principal amount to any unpurchased portion of the Notes surrendered, if any; provided that each such new Note will be in a minimum principal
amount of $2,000 or an integral multiple of $1,000 in excess of $2,000.

        If the Change of Control Payment Date is on or after an interest record date and on or before the related interest payment date, any accrued
and unpaid interest will be paid to the Person in whose name a Note is registered at the close of business on such record date, and no further
interest will be payable to holders who tender their Notes pursuant to the Change of Control Offer.

        The Change of Control provisions described above will be applicable whether or not any other provisions of the indenture are applicable.
Except as described above with respect to a Change of Control, the indenture does not contain provisions that permit the holders to require that
the Company repurchase or redeem the Notes in the event of a takeover, recapitalization or similar transaction.

        We will not be required to make a Change of Control Offer upon a Change of Control if a third party makes the Change of Control Offer in
the manner, at the times and otherwise in compliance with the requirements set forth in the indenture applicable to a Change of Control Offer
made by us, and purchases all Notes validly tendered and not withdrawn under such Change of Control Offer.

        A Change of Control Offer may be made in advance of a Change of Control, and conditioned upon the occurrence of a Change of Control,
if a definitive agreement is in place for the Change of Control at the time of making the Change of Control Offer.

        We will comply, to the extent applicable, with the requirements of Rule 14e-1 of the Exchange Act and any other securities laws or
regulations in connection with the repurchase of Notes as a result of a Change of Control. To the extent that the provisions of any securities laws
or regulations conflict with provisions of this covenant, we will comply with the applicable securities laws and regulations and will not be
deemed to have breached our obligations under in the indenture by virtue of our compliance with such securities laws or regulations.

        Our ability to repurchase Notes pursuant to a Change of Control Offer may be limited by a number of factors. The occurrence of certain of
the events that constitute a Change of Control would constitute a default under the Senior Secured Credit Agreement. In addition, certain events
that may constitute a change of control under the Senior Secured Credit Agreement and cause a default under that agreement will not constitute a
Change of Control under the indenture. Future Indebtedness of the Company and its Subsidiaries may also contain prohibitions of certain events
that would constitute a Change of Control or require such Indebtedness to be repurchased upon a Change of Control. Moreover, the exercise by
the holders of their right to require the Company to repurchase the Notes could cause a default under such Indebtedness, even if the Change of
Control itself does not, due to the financial effect of such repurchase on the Company. Finally, the Company's ability to pay cash to the holders
upon a repurchase may be limited by the Company's then existing financial resources. There can be no assurance that sufficient funds will be
available when necessary to make any required repurchases.

        If holders of not less than 90% in aggregate principal amount of the outstanding Notes validly tender their Notes and do not withdraw such
Notes in a Change of Control Offer and the Company, or any third party making a Change of Control Offer in lieu of the Company as described
above, purchases all of the Notes validly tendered and not withdrawn by such holders, the Company will have the right, upon not less than 30
nor more than 60 days' prior notice, given not more than 30 days following such purchase pursuant to the Change of Control Offer described
above, to redeem all Notes that remain outstanding following such purchase at a redemption price in cash equal to the applicable Change of
Control Payment plus, to the extent not included in the Change of Control Payment, accrued and unpaid interest, if any, to the date of
redemption.
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        The Change of Control provisions described above may deter certain mergers, tender offers and other takeover attempts involving the
Company. The Change of Control purchase feature is a result of negotiations between the underwriters and us. As of the Issue Date, we have no
present intention to engage in a transaction involving a Change of Control, although it is possible that we could decide to do so in the future.
Subject to the limitations discussed below, we could, in the future, enter into certain transactions, including acquisitions, refinancings or other
recapitalizations, that would not constitute a Change of Control under the indenture, but that could increase the amount of indebtedness
outstanding at such time or otherwise affect our capital structure or credit ratings. Restrictions on our ability to incur additional Indebtedness are
contained in the covenants described under "�Certain Covenants�Limitation on Indebtedness and Preferred Stock" and "�Certain
Covenants�Limitation on Liens." Such restrictions in the indenture can be waived only with the consent of the holders of a majority in principal
amount of the Notes then outstanding (including consents obtained in connection with a tender or exchange offer for the Notes). Except for the
limitations contained in such covenants, however, the indenture will not contain any covenants or provisions that may afford holders of the
Notes protection in the event of a highly leveraged transaction.

        The definition of "Change of Control" includes a disposition of all or substantially all of the property and assets of the Company and its
Restricted Subsidiaries taken as a whole to any Person. Although there is a limited body of case law interpreting the phrase "substantially all,"
there is no precise established definition of the phrase under applicable law. Accordingly, in certain circumstances there may be a degree of
uncertainty as to whether a particular transaction would involve a disposition of "all or substantially all" of the property or assets of a Person. As
a result, it may be unclear as to whether a Change of Control has occurred and whether a holder of Notes may require the Company to make an
offer to repurchase the Notes as described above.

        The provisions under the indenture relative to our obligation to make an offer to repurchase the Notes as a result of a Change of Control
may be waived or modified or terminated with the written consent of the holders of a majority in principal amount of the Notes then outstanding
(including consents obtained in connection with a tender or exchange offer for the Notes) prior to the occurrence of such Change of Control.

Certain Covenants

Limitation on Indebtedness and Preferred Stock

        The Company will not, and will not permit any of its Restricted Subsidiaries to, directly or indirectly, Incur any Indebtedness (including
Acquired Indebtedness) and the Company will not permit any of its Restricted Subsidiaries to issue Preferred Stock; provided, however, that the
Company may Incur Indebtedness and any of the Subsidiary Guarantors may Incur Indebtedness and issue Preferred Stock if on the date thereof:

        (1)   the Consolidated Coverage Ratio for the Company and its Restricted Subsidiaries is at least 2.25 to 1.00, determined on a pro
forma basis (including a pro forma application of proceeds); and

        (2)   no Default would occur as a consequence of, and no Event of Default would be continuing following, Incurring the
Indebtedness or its application.

        The first paragraph of this covenant will not prohibit the Incurrence of the following Indebtedness:

        (1)   Indebtedness under one or more Credit Facilities of (a) the Company or any Restricted Subsidiary Incurred pursuant to this
clause (1) in an aggregate amount not to exceed the greater of (i) $1.5 billion or (ii) the sum of $500.0 million and 25.0% of the
Company's Adjusted Consolidated Net Tangible Assets determined as of the date of the Incurrence of such Indebtedness after giving
effect to the application of the proceeds therefrom;
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        (2)   Guarantees of Indebtedness Incurred in accordance with the provisions of the indenture; provided that in the event such
Indebtedness that is being Guaranteed is a Subordinated Obligation or a Guarantor Subordinated Obligation, then the related
Guarantee shall be subordinated in right of payment to the Notes or the Subsidiary Guarantee to at least the same extent as the
Indebtedness being Guaranteed, as the case may be;

        (3)   Indebtedness of the Company owing to and held by any Restricted Subsidiary or Indebtedness of a Restricted Subsidiary
owing to and held by the Company or any Restricted Subsidiary; provided, however, that (a)(i) if the Company is the obligor on such
Indebtedness and the obligee is not a Subsidiary Guarantor, such Indebtedness must be expressly subordinated to the prior payment in
full in cash of all obligations with respect to the Notes and (ii) if a Subsidiary Guarantor is the obligor of such Indebtedness and the
obligee is neither the Company nor a Subsidiary Guarantor, such Indebtedness must be expressly subordinated to the prior payment in
full in cash of all obligations of such Subsidiary Guarantor with respect to its Subsidiary Guarantee and (b)(i) any subsequent issuance
or transfer of Capital Stock or any other event which results in any such Indebtedness being held by a Person other than the Company
or a Restricted Subsidiary of the Company and (ii) any sale or other transfer of any such Indebtedness to a Person other than the
Company or a Restricted Subsidiary of the Company shall be deemed, in each case, to constitute an Incurrence of such Indebtedness
by the Company or such Subsidiary, as the case may be, that was not permitted by this clause;

        (4)   Indebtedness represented by (a) the Notes issued on the Issue Date and all Subsidiary Guarantees, (b) any Indebtedness
(other than the Indebtedness described in clauses (1), (2) and 4(a) above) outstanding on the Issue Date, and (c) any Refinancing
Indebtedness Incurred in respect of any Indebtedness described in this clause (4) or clause (5) or (7) below or Incurred pursuant to the
first paragraph of this covenant;

        (5)   Permitted Acquisition Indebtedness and Non-Recourse Purchase Money Indebtedness;

        (6)   Indebtedness in respect of (a) self-insurance obligations, bid, appeal, reimbursement, performance, surety and similar bonds
and completion guarantees provided by the Company or a Restricted Subsidiary in the ordinary course of business and any Guarantees
or letters of credit functioning as or supporting any of the foregoing bonds or obligations and (b) obligations represented by letters of
credit for the account of the Company or a Restricted Subsidiary in order to provide security for workers' compensation claims (in the
case of clauses (a) and (b) other than for an obligation for money borrowed);

        (7)   Indebtedness represented by Capitalized Lease Obligations of the Company or any of its Restricted Subsidiaries (whether or
not Incurred pursuant to sale and leaseback transactions), mortgage financings or purchase money obligations, Incurred in connection
with the acquisition, construction, improvement or development of real or personal, movable or immovable, property, in each case
Incurred for the purpose of financing, refinancing, renewing, defeasing or refunding all or any part of the purchase price or cost of
acquisition, construction, improvement or development of property used in the business of the Company or such Restricted Subsidiary,
provided that after giving effect to any such Incurrence, the aggregate principal amount of all Indebtedness Incurred pursuant to this
clause (7), together with any Refinancing Indebtedness Incurred pursuant to clause (4) above in respect of such Indebtedness, and then
outstanding does not exceed $35.0 million; and

        (8)   in addition to the items referred to in clauses (1) through (7) above, Indebtedness of the Company and its Restricted
Subsidiaries in an aggregate outstanding principal amount which, when taken together with the principal amount of all other
Indebtedness Incurred pursuant to this clause (8) and then outstanding, will not exceed the greater of $150.0 million or 2.5% of the
Company's Adjusted Consolidated Net Tangible Assets, determined as of the date of Incurrence of
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such Indebtedness after giving effect to such Incurrence and the application of the proceeds therefrom.

        For purposes of determining compliance with, and the outstanding principal amount of any particular Indebtedness Incurred pursuant to and
in compliance with, this covenant:

        (1)   in the event that an item of that Indebtedness meets the criteria of more than one of the types of Indebtedness described in the
first and second paragraphs of this covenant, the Company, in its sole discretion, will classify such item of Indebtedness on the date of
Incurrence and, subject to clause (2) below, may later classify, reclassify or redivide all or a portion of such item of Indebtedness, in
any manner that complies with this covenant;

        (2)   all Indebtedness outstanding on the date of the indenture under the Senior Secured Credit Agreement, after giving effect to
this offering and the use of proceeds thereof, shall be deemed Incurred on the Issue Date under clause (1) of the second paragraph of
this covenant;

        (3)   Guarantees of, or obligations in respect of letters of credit supporting, Indebtedness which is otherwise included in the
determination of a particular amount of Indebtedness shall not be included;

        (4)   if obligations in respect of letters of credit are Incurred pursuant to a Credit Facility and are being treated as Incurred
pursuant to clause (1) of the second paragraph of this covenant and the letters of credit relate to other Indebtedness, then such other
Indebtedness shall not be included to the extent of the underlying letter of credit;

        (5)   the principal amount of any Disqualified Stock of the Company or a Restricted Subsidiary, or Preferred Stock of a Restricted
Subsidiary, will be equal to the greater of the maximum mandatory redemption or repurchase price (not including, in either case, any
redemption or repurchase premium) or the liquidation preference thereof;

        (6)   Indebtedness permitted by this covenant need not be permitted solely by reference to one provision permitting such
Indebtedness but may be permitted in part by one such provision and in part by one or more other provisions of this covenant
permitting such Indebtedness; and

        (7)   the amount of Indebtedness issued at a price that is less than the principal amount thereof will be equal to the amount of the
liability in respect thereof determined in accordance with GAAP.

        Accrual of interest, accrual of dividends, the amortization of debt discount or the accretion of accreted value, the payment of interest in the
form of additional Indebtedness, the payment of dividends in the form of additional shares of Preferred Stock or Disqualified Stock and
unrealized losses or charges in respect of Hedging Obligations will not be deemed to be an Incurrence of Indebtedness for purposes of this
covenant.

        The Company will not permit any of its Unrestricted Subsidiaries to Incur any Indebtedness, or issue any shares of Disqualified Stock,
other than Non-Recourse Debt. If at any time an Unrestricted Subsidiary becomes a Restricted Subsidiary, any Indebtedness of such Subsidiary
shall be deemed to be Incurred by a Restricted Subsidiary as of such date (and, if such Indebtedness is not permitted to be Incurred as of such
date under this covenant, the Company shall be in Default of this covenant).

        For purposes of determining compliance with any U.S. dollar-denominated restriction on the Incurrence of Indebtedness, the U.S.
dollar-equivalent principal amount of Indebtedness denominated in a foreign currency shall be calculated based on the relevant currency
exchange rate in effect on the date such Indebtedness was Incurred, in the case of term Indebtedness, or first committed, in the case of revolving
credit Indebtedness; provided that if such Indebtedness is Incurred to refinance other Indebtedness denominated in a foreign currency, and such
refinancing would cause the applicable U.S. dollar-denominated restriction to be exceeded if calculated at the relevant currency exchange rate in
effect on the date of such refinancing, such U.S. dollar-denominated restriction shall be deemed not to
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have been exceeded so long as the principal amount of such refinancing Indebtedness does not exceed the principal amount of such Indebtedness
being refinanced. Notwithstanding any other provision of this covenant, the maximum amount of Indebtedness that the Company may Incur
pursuant to this covenant shall not be deemed to be exceeded solely as a result of fluctuations in the exchange rates of currencies. The principal
amount of any Indebtedness Incurred to refinance other Indebtedness, if Incurred in a different currency from the Indebtedness being refinanced,
shall be calculated based on the currency exchange rate applicable to the currencies in which such Refinancing Indebtedness is denominated that
is in effect on the date of such refinancing.

        The indenture will not treat (a) unsecured Indebtedness as subordinated or junior to secured Indebtedness merely because it is unsecured or
(b) senior Indebtedness as subordinated or junior to any other senior Indebtedness merely because it has a junior priority with respect to the same
collateral.

Limitation on Restricted Payments

        The Company will not, and will not permit any of its Restricted Subsidiaries, directly or indirectly, to:

        (1)   pay any dividend or make any payment or distribution on or in respect of the Company's or any Restricted Subsidiaries'
Capital Stock (including any payment or distribution in connection with any merger or consolidation involving the Company or any of
its Restricted Subsidiaries) except:

        (a)   dividends or distributions by the Company payable solely in Capital Stock of the Company (other than
Disqualified Stock but including options, warrants or other rights to purchase such Capital Stock of the Company); and

        (b)   dividends or distributions payable to the Company or a Restricted Subsidiary and if such Restricted Subsidiary is
not a Wholly-Owned Subsidiary, to minority stockholders (or owners of an equivalent interest in the case of a Subsidiary
that is an entity other than a corporation) so long as the Company or a Restricted Subsidiary receives at least its pro rata
share of such dividend or distribution;

        (2)   purchase, repurchase, redeem, defease or otherwise acquire or retire for value any Capital Stock of the Company or any
direct or indirect parent of the Company held by Persons other than the Company or a Restricted Subsidiary (other than in exchange
for Capital Stock of the Company (other than Disqualified Stock));

        (3)   purchase, repurchase, redeem, defease or otherwise acquire or retire for value, prior to scheduled maturity, scheduled
repayment or scheduled sinking fund payment, any Subordinated Obligations or Guarantor Subordinated Obligations (other than
(x) Indebtedness permitted under clause (3) of the second paragraph of the covenant "�Limitation on Indebtedness and Preferred Stock"
or (y) the purchase, repurchase, redemption, defeasance or other acquisition or retirement of Subordinated Obligations or Guarantor
Subordinated Obligations purchased in anticipation of satisfying a sinking fund obligation, principal installment or final maturity, in
each case due within one year of the date of purchase, repurchase, redemption, defeasance or other acquisition or retirement); or

        (4)   make any Restricted Investment in any Person;

(any such dividend, distribution, purchase, redemption, repurchase, defeasance, other acquisition, retirement or Restricted Investment referred to
in clauses (1) through (4) above shall be referred to herein as a "Restricted Payment"), if at the time the Company or such Restricted Subsidiary
makes such Restricted Payment:

        (a)   a Default shall have occurred and be continuing (or would result therefrom);
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        (b)   the Company is not able to Incur an additional $1.00 of Indebtedness pursuant to the covenant described in the first
paragraph under "�Limitation on Indebtedness and Preferred Stock" after giving effect, on a pro forma basis, to such Restricted
Payment; or

        (c)   the aggregate amount of such Restricted Payment and all other Restricted Payments declared or made subsequent to the 2019
Notes Issue Date would exceed the sum of (the "Restricted Payments Basket"):

          (i)  50% of Consolidated Net Income for the period (treated as one accounting period) from January 1, 2011 to the end
of the most recent fiscal quarter ending prior to the date of such Restricted Payment for which internal financial statements
are in existence (or, in case such Consolidated Net Income is a deficit, minus 100% of such deficit);

         (ii)  100% of the aggregate Net Cash Proceeds and the Fair Market Value of property or securities other than cash
(including Capital Stock of Persons engaged primarily in the Oil and Gas Business or assets used in the Oil and Gas
Business), in each case received by the Company from the issue or sale of its Capital Stock (other than Disqualified Stock)
or other capital contributions subsequent to the 2019 Notes Issue Date (other than Net Cash Proceeds received from an
issuance or sale of such Capital Stock to (x) Persons indicated in clause 5(a) of the next succeeding paragraph or any direct
or indirect parent of the Company, to the extent such Net Cash Proceeds have been used to make a Restricted Payment
pursuant to clause (5)(a) of the next succeeding paragraph, (y) a Subsidiary of the Company or (z) an employee stock
ownership plan, option plan or similar trust (to the extent such sale to an employee stock ownership plan, option plan or
similar trust is financed by loans from or Guaranteed by the Company or any Restricted Subsidiary unless such loans have
been repaid with cash on or prior to the date of determination));

        (iii)  the amount by which Indebtedness of the Company or its Restricted Subsidiaries is reduced on the Company's
balance sheet upon the conversion or exchange (other than by a Subsidiary of the Company) subsequent to the 2019 Notes
Issue Date of any Indebtedness of the Company or its Restricted Subsidiaries convertible or exchangeable for Capital Stock
(other than Disqualified Stock) of the Company (less the amount of any cash, or the Fair Market Value of any other property
(other than such Capital Stock), distributed by the Company upon such conversion or exchange), together with the net
proceeds, if any, received by the Company or any of its Restricted Subsidiaries upon such conversion or exchange; and

        (iv)  the amount equal to the aggregate net reduction in Restricted Investments made by the Company or any of its
Restricted Subsidiaries in any Person after the 2019 Notes Issue Date resulting from:

        (A)  repurchases, repayments or redemptions of such Restricted Investments by such Person, proceeds
realized upon the sale of such Restricted Investment (other than to a Subsidiary of the Company), repayments of
loans or advances or other transfers of assets (including by way of dividend or distribution) by such Person to the
Company or any Restricted Subsidiary;

        (B)  the redesignation of Unrestricted Subsidiaries as Restricted Subsidiaries (valued in each case as provided
in the definition of "Investment") not to exceed, in the case of any Unrestricted Subsidiary, the amount of
Investments previously made by the Company or any Restricted Subsidiary in such Unrestricted Subsidiary, which
amount in each case under this clause (iv) was included in the calculation of the amount of Restricted Payments;
provided, however, that no amount will be included under this clause (iv) to the extent it is already included in
Consolidated Net Income; and

        (C)  the sale by the Company or any Restricted Subsidiary (other than to the Company or a Restricted
Subsidiary) of all or a portion of the Capital Stock of an
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Unrestricted Subsidiary or a distribution from an Unrestricted Subsidiary or a dividend from an Unrestricted
Subsidiary (whether any such distribution or dividend is made with proceeds from the issuance by such
Unrestricted Subsidiary of its Capital Stock or otherwise).

The amount of the Restricted Payments Basket as of June 30, 2016 was approximately $683.0 million. The provisions of the preceding
paragraph will not prohibit:

        (1)   any Restricted Payment made by exchange for, or out of the proceeds of the substantially concurrent sale of, Capital Stock of
the Company (other than Disqualified Stock and other than Capital Stock issued or sold to a Subsidiary of the Company or an
employee stock ownership plan or similar trust to the extent such sale to an employee stock ownership plan or similar trust is financed
by loans from or Guaranteed by the Company or any Restricted Subsidiary unless such loans have been repaid with cash on or prior to
the date of determination) or a substantially concurrent cash capital contribution received by the Company from its stockholders;
provided, however, that (a) such Restricted Payment will be excluded from subsequent calculations of the amount of Restricted
Payments and (b) the Net Cash Proceeds from such sale of Capital Stock or capital contribution will be excluded from clause (c)(ii) of
the preceding paragraph;

        (2)   any purchase, repurchase, redemption, defeasance or other acquisition or retirement of Subordinated Obligations of the
Company or Guarantor Subordinated Obligations of any Subsidiary Guarantor made by exchange for, or out of the proceeds of the
substantially concurrent sale of, Refinancing Indebtedness or any purchase, repurchase, redemption, defeasance or other acquisition or
retirement of Guarantor Subordinated Obligations made by exchange for or out of the proceeds of the substantially concurrent sale of
Refinancing Indebtedness that, in each case, is permitted to be Incurred pursuant to the covenant described under "�Limitation on
Indebtedness and Preferred Stock"; provided, however, that such purchase, repurchase, redemption, defeasance, acquisition or
retirement will be excluded from subsequent calculations of the amount of Restricted Payments;

        (3)   any purchase, repurchase, redemption, defeasance or other acquisition or retirement of Disqualified Stock of the Company or
a Restricted Subsidiary made by exchange for, or out of the proceeds of the substantially concurrent sale of, Disqualified Stock of the
Company or such Restricted Subsidiary, as the case may be, that, in each case, is permitted to be Incurred pursuant to the covenant
described under "�Limitation on Indebtedness and Preferred Stock"; provided, however, that such purchase, repurchase, redemption,
defeasance, acquisition or retirement will be excluded from subsequent calculations of the amount of Restricted Payments;

        (4)   dividends paid or distributions made within 60 days after the date of declaration if at such date of declaration such dividend
or distribution would have complied with this covenant if it had been made on such date; provided, however, that such dividends and
distributions will be included in subsequent calculations of the amount of Restricted Payments; and provided further, however, that for
purposes of clarification, this clause (4) shall not include cash payments in lieu of the issuance of fractional shares included in
clause (9) below;

        (5)   so long as no Default has occurred and is continuing, (a) the repurchase or other acquisition of Capital Stock (including
options, warrants, equity appreciation rights or other rights to purchase or acquire Capital Stock) of the Company held by any existing
or former employees, officers or directors of the Company or any Restricted Subsidiary of the Company or their assigns, estates or
heirs, in each case pursuant to the repurchase or other acquisition provisions under employee stock option or stock purchase plans or
agreements or other agreements to compensate officers, employees or directors, in each case approved by the Company's Board of
Directors; provided that such repurchases or other acquisitions pursuant to this subclause (a) during any calendar year will not exceed
$2.5 million in the aggregate (with unused amounts in any calendar year being carried over to succeeding calendar years); provided
further, that such amount in any
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calendar year may be increased by an amount not to exceed: (A) the cash proceeds received by the Company from the sale of Capital
Stock of the Company to any existing or former employees, officers or directors of the Company and any of its Restricted Subsidiaries
or their assigns, estates or heirs that occurs after the 2019 Notes Issue Date (to the extent the cash proceeds from the sale of such
Capital Stock have not otherwise been applied to the payment of Restricted Payments by virtue of clause (c) of the preceding
paragraph), plus (B) the cash proceeds of key man life insurance policies received by the Company and its Restricted Subsidiaries after
the 2019 Notes Issue Date, less (C) the amount of any Restricted Payments made pursuant to clauses (A) and (B) of this clause (5)(a);
provided further, however, that the amount of any such repurchase or other acquisition under this subclause (a) will be excluded in
subsequent calculations of the amount of Restricted Payments and the proceeds received from any such transaction will be excluded
from clause (c)(ii) of the preceding paragraph for purposes of calculating the Restricted Payments Basket; and (b) loans or advances to
employees, officers or directors of the Company or any Subsidiary of the Company, in each case as permitted by Section 402 of the
Sarbanes-Oxley Act of 2002, the proceeds of which are used to purchase Capital Stock of the Company, or to refinance loans or
advances made pursuant to this clause (5)(b), in an aggregate principal amount not in excess of $2.5 million at any one time
outstanding; provided, however, that the amount of such loans and advances will be included in subsequent calculations of the amount
of Restricted Payments;

        (6)   purchases, repurchases, redemptions or other acquisitions or retirements for value of Capital Stock deemed to occur upon the
exercise of stock options, warrants, rights to acquire Capital Stock or other convertible securities if such Capital Stock represents a
portion of the exercise or exchange price thereof, and any purchases, repurchases, redemptions or other acquisitions or retirements for
value of Capital Stock made in lieu of withholding taxes in connection with any exercise or exchange of warrants, options or rights to
acquire Capital Stock; provided, however, that such acquisitions or retirements will be excluded from subsequent calculations of the
amount of Restricted Payments;

        (7)   the purchase, repurchase, redemption, defeasance or other acquisition or retirement for value of any Subordinated Obligation
(i) at a purchase price not greater than 101% of the principal amount of such Subordinated Obligation in the event of a Change of
Control in accordance with provisions similar to the covenant described under "�Change of Control" or (ii) at a purchase price not
greater than 100% of the principal amount thereof in accordance with provisions similar to the covenant described under "�Limitation
on Sales of Assets and Subsidiary Stock"; provided that, prior to or simultaneously with such purchase, repurchase, redemption,
defeasance or other acquisition or retirement, the Company has made the Change of Control Offer or Asset Disposition Offer, as
applicable, as provided in such covenant with respect to the Notes and has completed the repurchase or redemption of all Notes validly
tendered for payment in connection with such Change of Control Offer or Asset Disposition Offer; provided, however, that such
acquisitions or retirements will be excluded in subsequent calculations of the amount of Restricted Payments;

        (8)   payments or distributions to dissenting stockholders pursuant to applicable law or in connection with the settlement or other
satisfaction of legal claims made pursuant to or in connection with a consolidation, merger or transfer of assets; provided, however,
that any payment pursuant to this clause (8) shall be excluded in the calculation of the amount of Restricted Payments;

        (9)   cash payments in lieu of the issuance of fractional shares; provided, however, that any payment pursuant to this clause (9)
shall be excluded in the calculation of the amount of Restricted Payments;
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        (10) the payment of scheduled or accrued dividends to holders of any class of or series of Disqualified Stock of the Company
issued on or after the 2019 Notes Issue Date in accordance with the covenant captioned "�Limitation on Indebtedness and Preferred
Stock," to the extent such dividends are included in Consolidated Interest Expense; provided, however, that any payment pursuant to
this clause (10) shall be excluded in the calculation of the amount of Restricted Payments;

        (11) the payment of dividends on the Company's Common Stock in an aggregate amount not to exceed $20.0 million in any
calendar year; provided, however, that the amount of such Restricted Payments will be excluded in subsequent calculations of the
amount of Restricted Payments; and

        (12) Restricted Payments in an amount not to exceed $30.0 million in the aggregate since the 2019 Notes Issue Date; provided,
however, that the amount of such Restricted Payments will be excluded in subsequent calculations of the amount of Restricted
Payments.

        The amount of all Restricted Payments (other than cash) shall be the Fair Market Value on the date of such Restricted Payment of the
asset(s) or securities proposed to be paid, transferred or issued by the Company or such Restricted Subsidiary, as the case may be, pursuant to
such Restricted Payment. The Fair Market Value of any cash Restricted Payment shall be its face amount and the Fair Market Value of any
non-cash Restricted Payment shall be determined in accordance with the definition of that term. Not later than the date of making any Restricted
Payment in excess of $15.0 million that will be included in subsequent calculations of the amount of Restricted Payments, the Company shall
deliver to the Trustee an Officers' Certificate stating that such Restricted Payment is permitted and setting forth the basis upon which the
calculations required by this covenant were computed.

        If a Restricted Payment meets the criteria of more than one of the exceptions described in clauses (1) through (12) above or is entitled to be
made pursuant to the first paragraph above, the Company shall, in its sole discretion, subdivide and classify, and may later reclassify, such
Restricted Payment in any manner that complies with this covenant.

        As of the Issue Date, all of the Company's Subsidiaries will be Restricted Subsidiaries. We will not permit any Unrestricted Subsidiary to
become a Restricted Subsidiary except pursuant to the last sentence of the definition of "Unrestricted Subsidiary." For the purpose of designating
any Restricted Subsidiary as an Unrestricted Subsidiary, all outstanding Investments by the Company and its Restricted Subsidiaries (except to
the extent repaid) in the Subsidiary so designated will be deemed to be Restricted Payments in an amount determined as set forth in the last
sentence of the definition of "Investment." Such designation will be permitted only if a Restricted Payment in such amount would be permitted
at such time, whether pursuant to the first paragraph of this covenant or under clause (12) of the second paragraph of this covenant, or pursuant
to the definition of "Permitted Investments," and if such Subsidiary otherwise meets the definition of an Unrestricted Subsidiary.

Limitation on Liens

        The Company will not, and will not permit any of its Restricted Subsidiaries to, directly or indirectly, create, Incur or suffer to exist any
Lien (the "Initial Lien") other than Permitted Liens upon any of its property or assets (including Capital Stock of Restricted Subsidiaries),
including any income or profits therefrom, whether owned on the date of the indenture or acquired after that date, which Lien is securing any
Indebtedness, unless contemporaneously with the Incurrence of such Liens, effective provision is made to secure the Indebtedness due under the
Notes or, in respect of Liens on any Restricted Subsidiary's property or assets, any Subsidiary Guarantee of such Restricted Subsidiary, equally
and ratably with (or senior in priority to in the case of Liens with respect to Subordinated

S-48

Edgar Filing: SM Energy Co - Form 424B2

64



Table of Contents

Obligations or Guarantor Subordinated Obligations, as the case may be) the Indebtedness secured by such Lien for so long as such Indebtedness
is so secured.

        Any Lien created for the benefit of the holders of the Notes pursuant to the preceding paragraph shall provide by its terms that such Lien
shall be automatically and unconditionally released and discharged upon the release and discharge of the Initial Lien.

Limitation on Restrictions on Distributions from Restricted Subsidiaries

        The Company will not, and will not permit any Restricted Subsidiary to, create or otherwise cause or permit to exist or become effective
any consensual encumbrance or consensual restriction on the ability of any Restricted Subsidiary to:

        (1)   pay dividends or make any other distributions on its Capital Stock or pay any Indebtedness or other obligations owed to the
Company or any Restricted Subsidiary (it being understood that the priority of any Preferred Stock in receiving dividends or
liquidating distributions prior to dividends or liquidating distributions being paid on Common Stock shall not be deemed a restriction
on the ability to make distributions on Capital Stock);

        (2)   make any loans or advances to the Company or any Restricted Subsidiary (it being understood that the subordination of loans
or advances made to the Company or any Restricted Subsidiary to other Indebtedness Incurred by the Company or any Restricted
Subsidiary shall not be deemed a restriction on the ability to make loans or advances); or

        (3)   sell, lease or transfer any of its property or assets to the Company or any Restricted Subsidiary.

The preceding provisions will not prohibit:

          (i)  any encumbrance or restriction pursuant to or by reason of an agreement in effect at or entered into on the Issue Date,
including, without limitation, the indenture as in effect on such date;

         (ii)  any encumbrance or restriction with respect to a Person pursuant to or by reason of an agreement relating to any Capital
Stock or Indebtedness Incurred by a Person on or before the date on which such Person was acquired by the Company or another
Restricted Subsidiary (other than Capital Stock or Indebtedness Incurred as consideration in, or to provide all or any portion of the
funds utilized to consummate, the transaction or series of related transactions pursuant to which such Person was acquired by the
Company or a Restricted Subsidiary or in contemplation of the transaction) and outstanding on such date; provided that any such
encumbrance or restriction shall not extend to any assets or property of the Company or any other Restricted Subsidiary other than the
assets and property so acquired;

        (iii)  encumbrances and restrictions contained in contracts entered into in the ordinary course of business, not relating to any
Indebtedness, and that do not, individually or in the aggregate, detract from the value of, or from the ability of the Company and the
Restricted Subsidiaries to realize the value of, property or assets of the Company or any Restricted Subsidiary in any manner material
to the Company or any Restricted Subsidiary;

        (iv)  any encumbrance or restriction with respect to an Unrestricted Subsidiary pursuant to or by reason of an agreement that the
Unrestricted Subsidiary is a party to entered into before the date on which such Unrestricted Subsidiary became a Restricted
Subsidiary; provided that such agreement was not entered into in anticipation of the Unrestricted Subsidiary becoming a Restricted
Subsidiary and any such encumbrance or restriction shall not extend to any assets or property of the Company or any other Restricted
Subsidiary other than the assets and property so acquired;
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         (v)  with respect to any Restricted Subsidiary incorporated or organized outside the United States, any encumbrance or restriction
contained in the terms of any Indebtedness or any agreement pursuant to which such Indebtedness was Incurred if either (a) the
encumbrance or restriction applies only in the event of a payment default or a default with respect to a financial covenant in such
Indebtedness or agreement or (b) the Company determines that any such encumbrance or restriction will not materially affect the
Company's ability to make principal or interest payments on the Notes, as determined in good faith by the Board of Directors of the
Company, whose determination shall be conclusive;

        (vi)  any encumbrance or restriction with respect to a Restricted Subsidiary pursuant to an agreement effecting a refunding,
replacement or refinancing of Indebtedness Incurred pursuant to an agreement referred to in clauses (i) through (v) or clause (xii) of
this paragraph or this clause (vi) or contained in any amendment, restatement, modification, renewal, supplemental, refunding,
replacement or refinancing of an agreement referred to in clauses (i) through (v) or clause (xii) of this paragraph or this clause (vi);
provided that the encumbrances and restrictions with respect to such Restricted Subsidiary contained in any such agreement taken as a
whole are no less favorable in any material respect to the holders of the Notes than the encumbrances and restrictions contained in the
agreements governing the Indebtedness being refunded, replaced or refinanced;

       (vii)  in the case of clause (3) of the first paragraph of this covenant, any encumbrance or restriction:

        (a)   that restricts in a customary manner the subletting, assignment or transfer of any property or asset that is subject to
a lease (including leases governing leasehold interests or farm-in agreements or farm-out agreements relating to leasehold
interests in Oil and Gas Properties), license or similar contract, or the assignment or transfer of any such lease (including
leases governing leasehold interests or farm-in agreements or farm-out agreements relating to leasehold interests in Oil and
Gas Properties), license (including, without limitation, licenses of intellectual property) or other contract;

        (b)   contained in mortgages, pledges or other security agreements permitted under the indenture securing Indebtedness
of the Company or a Restricted Subsidiary to the extent such encumbrances or restrictions restrict the transfer of the property
subject to such mortgages, pledges or other security agreements;

        (c)   contained in any agreement creating Hedging Obligations permitted from time to time under the indenture;

        (d)   pursuant to customary provisions restricting dispositions of real property interests set forth in any reciprocal
easement agreements of the Company or any Restricted Subsidiary;

        (e)   restrictions on cash or other deposits imposed by customers under contracts entered into in the ordinary course of
business; or

        (f)    provisions with respect to the disposition or distribution of assets or property in operating agreements, joint
venture agreements, development agreements, area of mutual interest agreements and other agreements that are customary in
the Oil and Gas Business and entered into in the ordinary course of business;

      (viii)  any encumbrance or restriction contained in (a) purchase money obligations for property acquired in the ordinary course of
business and (b) Capitalized Lease Obligations permitted under the indenture, in each case, that impose encumbrances or restrictions
of the nature described in clause (3) of the first paragraph of this covenant on the property so acquired;
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        (ix)  any encumbrance or restriction with respect to a Restricted Subsidiary (or any of its property or assets) imposed pursuant to
an agreement entered into for the direct or indirect sale or disposition of all or a portion of the Capital Stock or assets of such
Restricted Subsidiary (or the property or assets that are subject to such restriction) pending the closing of such sale or disposition;

         (x)  any customary encumbrances or restrictions imposed pursuant to any agreement of the type described in the definition of
"Permitted Business Investment";

        (xi)  encumbrances or restrictions arising or existing by reason of applicable law or any applicable rule, regulation or order;

       (xii)  encumbrances or restrictions contained in agreements governing Indebtedness of the Company or any of its Restricted
Subsidiaries permitted to be Incurred pursuant to an agreement entered into subsequent to the Issue Date in accordance with the
covenant described under the caption "�Limitation on Indebtedness and Preferred Stock"; provided that the provisions relating to such
encumbrance or restriction contained in such Indebtedness are not materially less favorable to the Company taken as a whole, as
determined by the Board of Directors of the Company in good faith, than the provisions contained in the Senior Secured Credit
Agreement and in the indenture as in effect on the Issue Date;

      (xiii)  the issuance of Preferred Stock by a Restricted Subsidiary or the payment of dividends thereon in accordance with the terms
thereof; provided that issuance of such Preferred Stock is permitted pursuant to the covenant described under the caption "�Limitation
on Indebtedness and Preferred Stock" and the terms of such Preferred Stock do not expressly restrict the ability of a Restricted
Subsidiary to pay dividends or make any other distributions on its Capital Stock (other than requirements to pay dividends or
liquidation preferences on such Preferred Stock prior to paying any dividends or making any other distributions on such other Capital
Stock);

      (xiv)  supermajority voting requirements existing under corporate charters, bylaws, stockholders agreements and similar
documents and agreements;

       (xv)  restrictions on cash or other deposits or net worth imposed by customers under contracts entered into in the ordinary course
of business; and

      (xvi)  any encumbrance or restriction contained in the Senior Secured Credit Agreement as in effect as of the Issue Date, and in
any amendments, modifications, restatements, renewals, increases, supplements, refundings, replacements or refinancing thereof;
provided that such amendments, modifications, restatements, renewals, increases, supplements, refundings, replacements or
refinancings are no more restrictive with respect to such dividend and other payment restrictions than those contained in the Senior
Secured Credit Agreement as in effect on the Issue Date.

Limitation on Sales of Assets and Subsidiary Stock

        The Company will not, and will not permit any of its Restricted Subsidiaries to, make any Asset Disposition unless:

        (1)   the Company or such Restricted Subsidiary, as the case may be, receives consideration at the time of such Asset Disposition
at least equal to the Fair Market Value (such Fair Market Value to be determined on the date of contractually agreeing to such Asset
Disposition) of the shares or other assets subject to such Asset Disposition; and

        (2)   at least 75% of the aggregate consideration received by the Company or such Restricted Subsidiary, as the case may be, from
such Asset Disposition and all other Asset Dispositions since
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the 2019 Notes Issue Date, on a cumulative basis, is in the form of cash or Cash Equivalents or Additional Assets, or any combination
thereof.

        The Net Available Cash from such Asset Disposition may be applied, within 365 days from the later of the date of such Asset Disposition
or the receipt of such Net Available Cash, by the Company or such Restricted Subsidiary, as the case may be:

        (a)   to prepay, repay, redeem or purchase Pari Passu Indebtedness of the Company (including the Notes) or a Subsidiary
Guarantor or any Indebtedness (other than Disqualified Stock) of a Restricted Subsidiary that is not a Subsidiary Guarantor (in each
case, excluding Indebtedness owed to the Company or an Affiliate of the Company); provided, however, that, in connection with any
prepayment, repayment, redemption or purchase of Indebtedness pursuant to this clause (a), the Company or such Restricted
Subsidiary will retire such Indebtedness and will cause the related commitment (if any) to be permanently reduced in an amount equal
to the principal amount so prepaid, repaid, redeemed or purchased; or

        (b)   to make capital expenditures in the Oil and Gas Business or to invest in Additional Assets;

provided that pending the final application of any such Net Available Cash in accordance with clause (a) or clause (b) above, the Company and
its Restricted Subsidiaries may temporarily reduce Indebtedness or otherwise invest such Net Available Cash in any manner not prohibited by
the indenture.

        Any Net Available Cash from Asset Dispositions that is not applied or invested as provided in the preceding paragraph will be deemed to
constitute "Excess Proceeds." Not later than the 366th day from the later of the date of such Asset Disposition or the receipt of such Net
Available Cash, if the aggregate amount of Excess Proceeds exceeds $25.0 million, the Company will be required to make an offer ("Asset
Disposition Offer") to all holders of Notes and, to the extent required by the terms of other Pari Passu Indebtedness, to all holders of other Pari
Passu Indebtedness outstanding with similar provisions requiring the Company to make an offer to purchase such Pari Passu Indebtedness with
the proceeds from any Asset Disposition ("Pari Passu Notes") to purchase the maximum principal amount of Notes and any such Pari Passu
Notes to which the Asset Disposition Offer applies that may be purchased out of the Excess Proceeds, at an offer price in cash in an amount
equal to 100% of the principal amount (or, in the event such Pari Passu Indebtedness of the Company was issued with significant original issue
discount, 100% of the accreted value thereof) of the Notes and Pari Passu Notes plus accrued and unpaid interest, if any (or in respect of such
Pari Passu Indebtedness, such lesser price, if any, as may be provided for by the terms of such Indebtedness), to the date of purchase (subject to
the right of holders of record on the relevant record date to receive interest due on the relevant interest payment date), in accordance with the
procedures set forth in the indenture or the agreements governing the Pari Passu Notes, as applicable, in each case in minimum principal amount
of $2,000 and integral multiples of $1,000 in excess of $2,000. If the aggregate principal amount of Notes surrendered by holders thereof and
other Pari Passu Notes surrendered by holders or lenders, collectively, exceeds the amount of Excess Proceeds, the Trustee shall select the Notes
to be purchased on a pro rata basis on the basis of the aggregate principal amount of tendered Notes and Pari Passu Notes. To the extent that the
aggregate principal amount of Notes and Pari Passu Notes so validly tendered and not properly withdrawn pursuant to an Asset Disposition
Offer is less than the Excess Proceeds, the Company may use any remaining Excess Proceeds for general corporate purposes, subject to the other
covenants contained in the indenture. Upon completion of such Asset Disposition Offer, the amount of Excess Proceeds shall be reset at zero.

        The Asset Disposition Offer will remain open for a period of 20 Business Days following its commencement, except to the extent that a
longer period is required by applicable law (the "Asset Disposition Offer Period"). No later than five Business Days after the termination of the
Asset
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Disposition Offer Period (the "Asset Disposition Purchase Date"), the Company will purchase the principal amount of Notes and Pari Passu
Notes required to be purchased pursuant to this covenant (the "Asset Disposition Offer Amount") or, if less than the Asset Disposition Offer
Amount has been so validly tendered and not properly withdrawn, all Notes and Pari Passu Notes validly tendered and not properly withdrawn
in response to the Asset Disposition Offer.

        If the Asset Disposition Purchase Date is on or after an interest record date and on or before the related interest payment date, any accrued
and unpaid interest, if any, will be paid to the Person in whose name a Note is registered at the close of business on such record date, and no
further interest will be payable to holders who tender Notes pursuant to the Asset Disposition Offer.

        On or before the Asset Disposition Purchase Date, the Company will, to the extent lawful, accept for payment, on a pro rata basis to the
extent necessary, the Asset Disposition Offer Amount of Notes and Pari Passu Notes or portions of Notes and Pari Passu Notes so validly
tendered and not properly withdrawn pursuant to the Asset Disposition Offer, or if less than the Asset Disposition Offer Amount has been
validly tendered and not properly withdrawn, all Notes and Pari Passu Notes so validly tendered and not properly withdrawn, in each case in
minimum principal amount of $2,000 and integral multiples of $1,000 in excess of $2,000. The Company will deliver to the Trustee an Officers'
Certificate stating that such Notes or portions thereof were accepted for payment by the Company in accordance with the terms of this covenant
and, in addition, the Company will deliver all certificates and notes required, if any, by the agreements governing the Pari Passu Notes. The
Company or the paying agent, as the case may be, will promptly (but in any case not later than five Business Days after the termination of the
Asset Disposition Offer Period) mail or deliver to each tendering holder of Notes or holder or lender of Pari Passu Notes, as the case may be, an
amount equal to the purchase price of the Notes or Pari Passu Notes so validly tendered and not properly withdrawn by such holder or lender, as
the case may be, and accepted by the Company for purchase, and the Company will promptly issue a new Note, and the Trustee, upon delivery
of an Officers' Certificate from the Company, will authenticate and mail or deliver such new Note to such holder, in a principal amount equal to
any unpurchased portion of the Note surrendered; provided that each such new Note will be in a minimum principal amount of $2,000 or an
integral multiple of $1,000 in excess of $2,000. In addition, the Company will take any and all other actions required by the agreements
governing the Pari Passu Notes. Any Note not so accepted will be promptly mailed or delivered by the Company to the holder thereof. The
Company will publicly announce the results of the Asset Disposition Offer on the Asset Disposition Purchase Date.

        The Company will comply, to the extent applicable, with the requirements of Rule 14e-1 of the Exchange Act and any other securities laws
or regulations in connection with the repurchase of Notes pursuant to an Asset Disposition Offer. To the extent that the provisions of any
securities laws or regulations conflict with provisions of this covenant, the Company will comply with the applicable securities laws and
regulations and will not be deemed to have breached its obligations under the indenture by virtue of its compliance with such securities laws or
regulations.

        For the purposes of clause (2) of the first paragraph of this covenant, the following will be deemed to be cash:

        (1)   the assumption by the transferee of Indebtedness (other than Subordinated Obligations or Disqualified Stock) of the
Company or Indebtedness of a Restricted Subsidiary (other than Guarantor Subordinated Obligations or Disqualified Stock of any
Restricted Subsidiary that is a Subsidiary Guarantor) and the release of the Company or such Restricted Subsidiary from all liability on
such Indebtedness in connection with such Asset Disposition (in which case the Company will, without further action, be deemed to
have applied such deemed cash to Indebtedness in accordance with clause (a) of the second paragraph of this covenant); and
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        (2)   securities, notes or other obligations received by the Company or any Restricted Subsidiary from the transferee that are
converted by the Company or such Restricted Subsidiary into cash within 180 days after receipt thereof.

        Notwithstanding the foregoing, the 75% limitation referred to in clause (2) of the first paragraph of this covenant shall be deemed satisfied
with respect to any Asset Disposition in which the cash or Cash Equivalents portion of the consideration received therefrom, determined in
accordance with the foregoing provision on an after-tax basis, is equal to or greater than what the after-tax proceeds would have been had such
Asset Disposition complied with the aforementioned 75% limitation.

        The requirement of clause (b) of the second paragraph of this covenant above shall be deemed to be satisfied if an agreement (including a
lease, whether a capital lease or an operating lease) committing to make the acquisitions or expenditures referred to therein is entered into by the
Company or its Restricted Subsidiary within the specified time period and such Net Available Cash is subsequently applied in accordance with
such agreement within six months following such agreement.

Limitation on Affiliate Transactions

        The Company will not, and will not permit any of its Restricted Subsidiaries to, directly or indirectly, enter into, make, amend or conduct
any transaction (including making a payment to, the purchase, sale, lease or exchange of any property or the rendering of any service), contract,
agreement or understanding with or for the benefit of any Affiliate of the Company (an "Affiliate Transaction") unless:

        (1)   the terms of such Affiliate Transaction are not materially less favorable to the Company or such Restricted Subsidiary, as the
case may be, than those that could reasonably be expected to be obtained in a comparable transaction at the time of such transaction in
arm's-length dealings with a Person who is not such an Affiliate; and

        (2)   either: (a) if such Affiliate Transaction involves an aggregate consideration in excess of $20.0 million but not greater than
$50.0 million, the Company delivers to the Trustee an Officers' Certificate certifying that such Affiliate Transaction satisfies the
criteria in clause (1) above, or (b) if such Affiliate Transaction involves an aggregate consideration in excess of $50.0 million, the
Company delivers to the Trustee an Officers' Certificate certifying that such Affiliate Transaction satisfies the criteria in clause (1)
above and that the terms of such transaction have been approved by a majority of the members of the Board of Directors of the
Company having no personal pecuniary interest in such transaction.

        The preceding paragraph will not apply to:

        (1)   any Restricted Payment permitted to be made pursuant to the covenant described under "�Limitation on Restricted Payments"
or any Permitted Investment;

        (2)   any issuance of Capital Stock (other than Disqualified Stock), or other payments, awards or grants in cash, Capital Stock
(other than Disqualified Stock) or otherwise pursuant to, or the funding of, employment or severance agreements and other
compensation arrangements, options to purchase Capital Stock (other than Disqualified Stock) of the Company, restricted stock plans,
long-term incentive plans, stock appreciation rights plans, participation plans or similar employee benefits plans and/or insurance and
indemnification arrangements provided to or for the benefit of directors and employees approved by the Board of Directors of the
Company;

        (3)   loans or advances to employees, officers or directors in the ordinary course of business of the Company or any of its
Restricted Subsidiaries not to exceed $5.0 million in the aggregate at any one time outstanding;
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        (4)   advances to or reimbursements of employees for moving, entertainment and travel expenses, drawing accounts and similar
expenditures in the ordinary course of business of the Company or any of its Restricted Subsidiaries;

        (5)   any transaction between the Company and a Restricted Subsidiary or between Restricted Subsidiaries, and Guarantees issued
by the Company or a Restricted Subsidiary for the benefit of the Company or a Restricted Subsidiary, as the case may be, in
accordance with "�Limitation on Indebtedness and Preferred Stock";

        (6)   any transaction with a joint venture or similar entity (other than an Unrestricted Subsidiary) that would constitute an Affiliate
Transaction solely because the Company or a Restricted Subsidiary owns, directly or indirectly, an Equity Interest in or otherwise
controls such joint venture or similar entity;

        (7)   the issuance or sale of any Capital Stock (other than Disqualified Stock) of the Company to, or the receipt by the Company
of any capital contribution from its stockholders;

        (8)   indemnities of officers, directors and employees of the Company or any of its Restricted Subsidiaries permitted by bylaw or
statutory provisions and any employment agreement or other employee compensation plan or arrangement entered into in the ordinary
course of business by the Company or any of its Restricted Subsidiaries;

        (9)   the payment of reasonable compensation and fees paid to, and indemnity provided on behalf of, officers or directors of the
Company or any Restricted Subsidiary;

        (10) the performance of obligations of the Company or any of its Restricted Subsidiaries under the terms of any agreement to
which the Company or any of its Restricted Subsidiaries is a party as of or on the Issue Date, as these agreements may be amended,
modified, supplemented, extended or renewed from time to time; provided, however, that any future amendment, modification,
supplement, extension or renewal entered into after the Issue Date will be permitted only to the extent that its terms are not materially
more disadvantageous, taken as a whole, to the holders of the Notes than the terms of the agreements in effect on the Issue Date;

        (11) transactions with customers, clients, suppliers, or purchasers or sellers of goods or services, in each case in the ordinary
course of business and otherwise in compliance with the terms of the indenture, provided that in the reasonable determination of the
Board of Directors of the Company or the senior management of the Company, such transactions are on terms not materially less
favorable to the Company or the relevant Restricted Subsidiary than those that could reasonably be expected to be obtained in a
comparable transaction at such time on an arm's-length basis from a Person that is not an Affiliate of the Company;

        (12) transactions with a Person (other than an Unrestricted Subsidiary) that is an Affiliate of the Company solely because the
Company owns, directly or through a Restricted Subsidiary, an Equity Interest in such Person; and

        (13) transactions between the Company or any Restricted Subsidiary and any Person, a director of which is also a director of the
Company or any direct or indirect parent company of the Company, and such director is the sole cause for such Person to be deemed
an Affiliate of the Company or any Restricted Subsidiary; provided, however, that such director shall abstain from voting as a director
of the Company or such direct or indirect parent company, as the case may be, on any matter involving such other Person.
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Business Activities

        The Company will not, and will not permit any of its Restricted Subsidiaries to, engage in any business activity other than the Oil and Gas
Business, except to such extent as would not be material to the Company and its Restricted Subsidiaries taken as a whole.

Provision of Financial Information

        Whether or not the Company is subject to the reporting requirements of Section 13 or Section 15(d) of the Exchange Act, to the extent not
prohibited by the Exchange Act, the Company will make available to the Trustee and the holders of the Notes without cost to any holder, the
annual reports and the information, documents and other reports (or copies of such portions of any of the foregoing as the SEC may by rules and
regulations prescribe) that are specified in Sections 13 and 15(d) of the Exchange Act and applicable to a U.S. corporation within the time
periods specified therein with respect to an accelerated filer.

        If the Company has designated any of its Subsidiaries as Unrestricted Subsidiaries, then the financial information required will include a
reasonably detailed presentation, either on the face of the financial statements or in the footnotes thereto, and in Management's Discussion and
Analysis of Financial Condition and Results of Operations, of the financial condition and results of operations of the Company and its Restricted
Subsidiaries separate from the financial condition and results of operations of the Unrestricted Subsidiaries of the Company.

        The availability of the foregoing materials on the SEC's website or on the Company's website shall be deemed to satisfy the foregoing
delivery obligations.

Merger and Consolidation

        The Company will not consolidate with or merge with or into (whether or not the Company is the surviving corporation), or convey,
transfer or lease all or substantially all the assets of the Company and its Subsidiaries, taken as a whole, in one or more related transactions to,
any Person, unless:

        (1)   the resulting, surviving or transferee Person (the "Successor Company") is a corporation, partnership, trust or limited liability
company organized and existing under the laws of the United States of America, any State of the United States or the District of
Columbia and the Successor Company (if not the Company) expressly assumes, by supplemental indenture, executed and delivered to
the Trustee, in form reasonably satisfactory to the Trustee, all the obligations of the Company under the Notes and the indenture;

        (2)   immediately after giving effect to such transaction (and treating any Indebtedness that becomes an obligation of the
Successor Company or any Subsidiary of the Successor Company as a result of such transaction as having been Incurred by the
Successor Company or such Subsidiary at the time of such transaction), no Default or Event of Default shall have occurred and be
continuing;

        (3)   either (A) immediately after giving effect to such transaction, the Successor Company would be able to Incur at least an
additional $1.00 of Indebtedness pursuant to the first paragraph of the covenant described under "�Limitation on Indebtedness and
Preferred Stock" or (B) immediately after giving effect to such transaction on a pro forma basis and any related financing transactions
as if the same had occurred at the beginning of the applicable four quarter period, the Consolidated Coverage Ratio of the Company is
equal to or greater than the Consolidated Coverage Ratio of the Company immediately before such transaction;

        (4)   if the Company is not the Successor Company, each Subsidiary Guarantor (unless it is the other party to the transactions
above, in which case clause (1) shall apply) shall have by supplemental indenture confirmed that its Subsidiary Guarantee shall apply
to such Person's obligations in respect of the indenture and the Notes shall continue to be in effect; and
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        (5)   the Company shall have delivered to the Trustee an Officers' Certificate and an Opinion of Counsel, each stating that such
consolidation, merger, conveyance, transfer or lease and such supplemental indenture (if any) comply with the indenture.

        For purposes of this covenant, the sale, lease, conveyance, assignment, transfer or other disposition of all or substantially all of the
properties and assets of one or more Subsidiaries of the Company, which properties and assets, if held by the Company instead of such
Subsidiaries, would constitute all or substantially all of the properties and assets of the Company on a consolidated basis, shall be deemed to be
the transfer of all or substantially all of the assets of the Company.

        The Successor Company will succeed to, and be substituted for, and may exercise every right and power of, the Company under the
indenture; and its predecessor Company, except in the case of a lease of all or substantially all its assets, will be released from the obligation to
pay the principal of and interest on the Notes.

        Although there is a limited body of case law interpreting the phrase "substantially all," there is no precise established definition of the
phrase under applicable law. Accordingly, in certain circumstances there may be a degree of uncertainty as to whether a particular transaction
would involve "all or substantially all" of the assets of a Person.

        Notwithstanding the preceding clause (3), (x) any Restricted Subsidiary may consolidate with, merge into or transfer all or part of its
properties and assets to the Company and the Company may consolidate with, merge into or transfer all or part of its properties and assets to a
Subsidiary Guarantor and (y) the Company may merge with an Affiliate incorporated solely for the purpose of reincorporating the Company in
another jurisdiction; and provided further that, in the case of a Restricted Subsidiary that consolidates with, merges into or transfers all or part of
its properties and assets to the Company, the Company will not be required to comply with the preceding clause (5).

        In addition, the Company will not permit any Subsidiary Guarantor to consolidate with or merge with or into, and will not permit the
conveyance, transfer or lease of all or substantially all of the assets of any Subsidiary Guarantor to, any Person (other than the Company or
another Subsidiary Guarantor) unless:

        (1)   (a) the resulting, surviving or transferee Person is a corporation, partnership, trust or limited liability company organized and
existing under the laws of the United States of America, any State of the United States or the District of Columbia and such Person (if
not such Subsidiary Guarantor) expressly assumes, by supplemental indenture, executed and delivered to the Trustee, all the
obligations of such Subsidiary Guarantor under its Subsidiary Guarantee; (b) immediately after giving effect to such transaction (and
treating any Indebtedness that becomes an obligation of the resulting, surviving or transferee Person or any Restricted Subsidiary as a
result of such transaction as having been Incurred by such Person or such Restricted Subsidiary at the time of such transaction), no
Default shall have occurred and be continuing; and (c) the Company shall have delivered to the Trustee an Officers' Certificate and an
Opinion of Counsel, each stating that such consolidation, merger or transfer and such supplemental indenture (if any) comply with the
indenture; or

        (2)   the transaction will result in the release of the Subsidiary Guarantor from its obligations under the indenture and its
Subsidiary Guarantee after and upon compliance with the provisions described under "�Subsidiary Guarantees."

Future Subsidiary Guarantors

        The Company will cause any Restricted Subsidiary that is not already a Subsidiary Guarantor that Guarantees any Indebtedness of the
Company or a Subsidiary Guarantor under a Credit Facility to execute and deliver to the Trustee within 30 days after such Subsidiary
Guarantees such Indebtedness a
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supplemental indenture (in the form specified in the indenture) pursuant to which such Subsidiary will unconditionally Guarantee, on a joint and
several basis, the full and prompt payment of the principal of, premium, if any, and interest on the Notes on a senior basis. Such Subsidiary
Guarantee will be subject to release provisions and the other limitations set forth above under "�Subsidiary Guarantees."
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