
Sanchez Energy Corp
Form DEF 14A
April 21, 2016

Use these links to rapidly review the document
 TABLE OF CONTENTS

Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

SCHEDULE 14A

Proxy Statement Pursuant to Section 14(a) of
the Securities Exchange Act of 1934 (Amendment No.          )

Filed by the Registrant ý

Filed by a Party other than the Registrant o

Check the appropriate box:

o Preliminary Proxy Statement

o Confidential, for Use of the Commission Only (as permitted by Rule 14a-6(e)(2))

ý Definitive Proxy Statement

o Definitive Additional Materials

o Soliciting Material under §240.14a-12

Sanchez Energy Corporation

(Name of Registrant as Specified In Its Charter)

(Name of Person(s) Filing Proxy Statement, if other than the Registrant)

Payment of Filing Fee (Check the appropriate box):

ý No fee required.

o Fee computed on table below per Exchange Act Rules 14a-6(i)(1) and 0-11.
(1) Title of each class of securities to which transaction applies:

(2) Aggregate number of securities to which transaction applies:

(3) Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (set forth the amount on
which the filing fee is calculated and state how it was determined):

Edgar Filing: Sanchez Energy Corp - Form DEF 14A

1



(4) Proposed maximum aggregate value of transaction:

(5) Total fee paid:

o Fee paid previously with preliminary materials.

o Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for which the offsetting fee
was paid previously. Identify the previous filing by registration statement number, or the Form or Schedule and the date of its filing.

(1) Amount Previously Paid:

(2) Form, Schedule or Registration Statement No.:

(3) Filing Party:

(4) Date Filed:

Edgar Filing: Sanchez Energy Corp - Form DEF 14A

2



Table of Contents

SANCHEZ ENERGY CORPORATION
1000 Main Street

Suite 3000
Houston, Texas 77002

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

        To the Stockholders of Sanchez Energy Corporation:

        Notice is hereby given that the Annual Meeting of Stockholders of Sanchez Energy Corporation (the "Company," "we," or "our") will be
held at 1000 Main Street, Houston, Texas 77002 in the Tunnel-level Conference Room on Tuesday, May 24, 2016, at 9:00 a.m., Central Time
(the "Annual Meeting"). The Annual Meeting is being held for the following purposes:

        1.     To elect two Class I directors for a term of three years.

        2.     To amend the Company's Second Amended and Restated 2011 Long Term Incentive Plan (the "Plan") to increase the
number of shares available for incentive awards under the Plan by 5 million additional shares of common stock.

        3.     To approve, on an advisory basis, the compensation of our named executive officers.

        4.     To ratify the selection of KPMG LLP as the Company's independent registered public accountants for 2016.

        5.     To transact such other business as may properly come before the Annual Meeting.

        These proposals are described in the accompanying proxy materials. You will be able to vote at the Annual Meeting only if you were a
stockholder of record at the close of business on April 1, 2016.

 YOUR VOTE IS IMPORTANT

        If you wish to vote your shares via the Internet or telephone, please promptly follow the instructions on your proxy card so that your shares
may be voted in accordance with your wishes and so we may have a quorum at the Annual Meeting. Alternatively, if you did not receive a paper
copy of the proxy materials (which includes the proxy card), you may request a paper proxy card, which you may complete, sign and return by
mail.

By Order of the Board of Directors,
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Gregory B. Kopel
Secretary

Houston, Texas
April 21, 2016
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SANCHEZ ENERGY CORPORATION
1000 Main Street

Suite 3000
Houston, Texas 77002

PROXY STATEMENT

2016 ANNUAL MEETING OF STOCKHOLDERS

        The Board of Directors (the "Board") of Sanchez Energy Corporation (the "Company," "Sanchez Energy," "we," "us" or "our") requests
your Proxy ("Proxy") for the Annual Meeting of Stockholders (the "Annual Meeting") that will be held on Tuesday, May 24, 2016, at 9:00 a.m.,
Central Time, at 1000 Main Street, Houston, Texas 77002 in the Tunnel-level Conference Room. By granting the Proxy, you authorize the
persons named on the Proxy to represent you and vote your shares at the Annual Meeting. Those persons will also be authorized to vote your
shares, to adjourn the Annual Meeting from time to time and to vote your shares at any adjournments or postponements of the Annual Meeting.

        If you attend the Annual Meeting, you may vote in person. If you would like to attend the Annual Meeting and vote in person, you may
contact us at (713) 783-8000 for directions to the Annual Meeting. If you are not present at the Annual Meeting, your shares may be voted only
by a person to whom you have given a proper Proxy. You may revoke the Proxy in writing at any time before it is exercised at the Annual
Meeting by delivering to the Secretary of the Company a written notice of the revocation, by submitting your vote electronically through the
Internet or by telephone after the grant of the Proxy, or by signing and delivering to the Secretary of the Company a Proxy with a later date.
Your attendance at the Annual Meeting will not revoke the Proxy unless you give written notice of revocation to the Secretary of the Company
before the Proxy is exercised or unless you vote your shares in person at the Annual Meeting.

 HIGHLIGHTS OF OUR PERFORMANCE IN 2015

        At the Annual Meeting, stockholders will be given an opportunity to learn more about our 2015 performance.

        Our operating environment in 2015 was characterized by significant commodity price volatility, distress in the capital markets, and
considerable uncertainty with respect to the future of our industry. In response to this challenging environment, our management team developed
and executed a focused and disciplined strategic plan in 2015 that resulted in:

�
Record annual production of 19.2 MMBoe for an average annual production rate of approximately 52,560 Boe/d, an increase
of 72% over 2014 production;

�
Results at Catarina, our most active area of development in 2015, that include a 40% improvement in estimated ultimate
recoveries ("EUR") and a reduction in average well cost from $8.8 million when we acquired the asset in 2014 to
$3.5 million in 2015, a savings of approximately 60% per well on average in less than two years;

�
Upstream capital expenditures (including accruals) of $545 million, a reduction of approximately 37% compared 2014;

�
The completion of our July 2015 to June 2016 Catarina drilling commitment of 50 wells on January 1, 2016, approximately
six months earlier than required;

�
Replacement of in excess of 3.0x the reserves we produced in 2015 as a result of additions and technical revisions, excluding
downward adjustments stemming from commodity price volatility;

1
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�
Opportunistic redeployment of capital in legacy areas of our asset base, where we are able to exploit an industry-wide focus
on capital preservation to accumulate acreage that fits well within our operating focus;

�
A safety record across our asset base, which we believe compares very favorably to industry standards, with a total
recordable injury rate ("TRIR") of less than 0.45;

�
The sale of two assets to Sanchez Production Partners LP ("SPP"), which resulted in total cash consideration of
approximately $430 million to Sanchez Energy;

�
A strategic relationship with SPP, together with an extensive inventory of assets suitable for the master limited partnership
model, which we believe may be opportunistically divested and which provides a potentially valuable source of capital and
liquidity in the years ahead;

�
Total liquidity of $735 million at December 31, 2015, which stems from an undrawn credit facility with $300 million of
borrowing capacity and approximately $435 million in cash;

�
Hedge positions with mark-to-market value of approximately $155 million at year-end 2015; and

�
The execution of a gas gathering and processing joint venture with Targa Resources to construct a cryogenic processing
plant and high pressure gathering pipeline near Catarina, which is expected to provide a path to improved yields, lower
processing fees, and significant marketing benefits in the years to come.

        Our 2015 results were shaped by our operating environment and driven by a management team that is focused on financial discipline and
operating efficiencies. In response to our operating environment, we took decisive actions to reduce capital spending, manage operating costs,
and promote operating efficiencies throughout 2015, which allowed us to significantly exceed our production targets despite lower capital
spending, as illustrated in the chart that follows:

Category
January 2015
Guidance(1)

Full Year
2015 Results

Variance vs.
Guidance
Midpoint

Capital Spending�Upstream ($ million) $560 - $600 $ 545 �6%
Targeted Wells Costs at Catarina ($ million) $5.0 $ 3.5 �30%

Production Volumes (BOE/D) 40,000 - 44,000 52,560 25%

Operating Costs and Expenses ($/BOE)
Oil and natural gas production expenses(2) $9.00 - $10.00 $ 8.16 �14%
Production and ad valorem taxes $2.00 - $3.00 $ 1.40 �44%
General and administrative expenses(3) $3.00 - $3.50 $ 3.09 �5%
       
Total operating costs and expenses $14.00 - $16.50 $ 12.65 �17%

(1)
Released January 7, 2015, at which time we projected total capital spending to range between $600 million and $650 million. This
compares to an initial 2015 capital budget of approximately $1.15 billion, which was set prior to the decline in oil prices that began in
2014.

(2)
Full Year 2015 Results include amortization of gain on sale of Catarina Midstream of ($0.58) per Boe for the three months ended
December 31, 2015 and ($0.16) per Boe for the year ended December 31, 2015.
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(3)
Full Year 2015 Results exclude stock-based compensation of ($0.20) and ($3.23) per BOE for the three months ended December 31,
2015 and 2014, respectively, and $0.77 and $1.15 per BOE for the year ended December 31, 2015 and 2014, respectively. Also
excludes acquisition and divestiture costs included in G&A of $0.71 and $0 per BOE for the three months ended December 31, 2015

2
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and 2014, respectively, and $0.20 and $0.16 per BOE for the year ended December 31, 2015 and 2014, respectively.

        We believe that we are well positioned to prosper in the years ahead. As a result of the execution of our strategic plans, heading into 2016
we have:

�
A management team that is results driven and committed to the optimization of our asset base and cost structure though a
focus on the manufacturing process, resulting in one of the lowest cost structures among Eagle Ford operators based on 2015
results;

�
Approximately 200,000 net acres throughout the Eagle Ford Shale, which includes approximately 106,000 contiguous net
acres at Catarina;

�
Over 3,000 drilling locations in our asset base, which includes a sizeable inventory of wells that are economic in today's
price environment due to our success in the area of capital cost reduction and EUR expansion;

�
A sustainable cost structure driven by a substantial footprint in the Eagle Ford Shale, execution competencies, direct
sourcing capabilities and supply chain focus;

�
Financial flexibility that stems from liquidity of approximately $735 million as we enter 2016, early completion of the July
2015 to June 2016 annual drilling commitment at Catarina, and the ability to bank up to 30 wells for the following annual
drilling commitment at Catarina, which we believe positions the Company to operate successfully in a "lower for longer"
scenario;

�
No bank debt outstanding and no outstanding debt maturing until 2021 and 2023;

�
A business development focus that emphasizes asset quality, financial discipline and risk management over price premiums
for the sake of asset accumulation and production growth;

�
Substantial growth opportunities at Catarina, which we believe is fairly valued today at over 3.6x our initial investment
despite the recent downturn in commodity prices;

�
A robust hedge program that includes, for 2016, hedges on crude production at an average price of approximately $64/Bbl
and hedges on natural gas production at an average price of approximately $3.12/MMbtu, which are expected to cover
approximately 100% of our production and 82% of our revenues in 2016;

�
A 2016 capital budget expected to range between $200 million and $250 million, a reduction of approximately 60% when
compared to 2015 capital spending levels, which we anticipate we will fund with available cash and cash flow from
operations;

�
Forecast production of between 48,000 and 52,000 BOE/D, which represents no material change when compared to 2015
production, despite significantly lower capital spending in 2016; and

�
Considerable upside potential should commodity prices recover such that our drilling program can be expanded in a
cost-efficient manner.
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 STOCKHOLDERS OF RECORD AND BENEFICIAL OWNERS

        Most of the Company's stockholders hold their shares through a broker, bank or other nominee rather than directly in their own name. As
summarized below, there are some distinctions between shares held of record and those owned beneficially.

        Stockholders of Record.    If your shares are registered directly in your name with the Company's transfer agent, then you are considered the
stockholder of record with respect to those shares, and this proxy statement (the "Proxy Statement") is being sent directly to you by our agent.
As a stockholder of

3

Edgar Filing: Sanchez Energy Corp - Form DEF 14A

11



Table of Contents

record, you have the right to vote by proxy or to vote in person at the Annual Meeting. The proxy materials include a proxy card or a voting
instruction card for the Annual Meeting.

        Beneficial Owners.    If your shares are held in a brokerage account or by a bank or other nominee, then you are considered the beneficial
owner of shares held in "street name," and this Proxy Statement will be forwarded to you by your broker or nominee. The broker or nominee is
considered the stockholder of record with respect to those shares. As the beneficial owner, you have the right to direct your broker or nominee
how to vote. The proxy materials include a proxy card or a voting instruction card for the Annual Meeting.

 QUORUM AND VOTING

        Voting Stock.    The Company's common stock, par value $0.01 per share, is the only class of securities that entitles holders to vote
generally at meetings of the Company's stockholders. Each share of common stock outstanding on the record date is entitled to one vote.

        Record Date.    The record date for stockholders entitled to notice of and to vote at the Annual Meeting was the close of business on
April 1, 2016. As of the record date, 64,546,513 shares of common stock were outstanding and entitled to be voted at the Annual Meeting.

        Quorum and Adjournments.    The presence, in person or by Proxy, of the holders of a majority of the outstanding shares entitled to vote at
the Annual Meeting is necessary to constitute a quorum at the Annual Meeting.

        If a quorum is not present, the chairman of the Annual Meeting may adjourn the Annual Meeting from time to time to reconvene at the
same or some other place. Notice need not be given of any such adjourned meeting if the date, time and place, if any, thereof, and the means of
remote communication, if any, by which stockholders and proxyholders may be deemed to be present in person and vote at such adjourned
meeting are announced at the meeting at which the adjournment is taken. At any adjourned meeting of stockholders at which a quorum is
present, any business may be transacted that might have been transacted at the meeting of stockholders as originally notified. If the adjournment
is for more than 30 days, notice of the adjourned meeting shall be given to each stockholder of record entitled to vote at the meeting. If after the
adjournment, a new record date for stockholders entitled to vote is fixed for the adjourned meeting, then the Board shall fix a new record date for
notice of such adjourned meeting, and shall give notice of the adjourned meeting to each stockholder of record entitled to vote at such adjourned
meeting as of the record date fixed for notice of such adjourned meeting.

        Vote Required.    The Class I directors will be elected by the affirmative vote of the holders of a plurality of the shares present in person or
by proxy at the Annual Meeting and entitled to be voted at the Annual Meeting. The vote to amend the Company's Second Amended and
Restated 2011 Long Term Incentive Plan (the "Plan") to increase the number of shares available for incentive awards under the Plan by
5 million additional shares of common stock (the "Plan Amendment"), the advisory vote to approve our executive compensation and ratification
of the selection of the Company's auditors will require the affirmative vote of the holders of a majority of the shares present in person or by
proxy at the Annual Meeting and entitled to be voted at the Annual Meeting. An automated system that Continental Stock Transfer & Trust
Company ("Continental") administers will tabulate the votes.

        Brokers who hold shares in street name for customers are required to vote shares in accordance with instructions received from the
beneficial owners. Brokers are permitted to vote on discretionary items if they have not received instructions from the beneficial owners, but
they are not permitted to vote (a "broker non-vote") on non-discretionary items if they have not received instructions from the beneficial owners.
Brokers do not have discretionary voting authority with respect to any matters to be voted on at the Annual Meeting except the ratification of the
selection of the Company's auditors.

4
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        Abstentions and broker non-votes will count in determining whether a quorum is present at the Annual Meeting. For purposes of the
election of the Class I directors, withheld votes will be included in the number of shares voting and will have the effect of a vote against the
election of a director; however, broker non-votes will not have any effect on the outcome of the director elections. For purposes of voting on the
Plan Amendment and the advisory vote to approve our executive compensation, abstentions will be included in the number of shares voting and
will have the effect of a vote against the proposal; however, broker non-votes will not have any effect on the outcome of voting for these
proposals. For purposes of voting on the ratification of the selection of the Company's auditors, abstentions will be included in the number of
shares voting and will have the effect of a vote against the proposal.

        Default Voting.    A Proxy that is properly completed and submitted will be voted at the Annual Meeting in accordance with the instructions
on the Proxy. If you properly complete and submit a Proxy, but do not indicate any contrary voting instructions, then your shares will be voted
as follows:

�
FOR the election of the Class I directors named in this Proxy Statement as the Board's nominees for election as directors.

�
FOR the Plan Amendment.

�
FOR the advisory vote to approve our executive compensation.

�
FOR the ratification of the selection of KPMG LLP ("KPMG") as the Company's auditors for 2016.

        If any other business properly comes before the stockholders for a vote at the Annual Meeting, your shares will be voted in accordance with
the discretion of the holders of the Proxy. The Board knows of no matters, other than those previously stated, to be presented for consideration at
the Annual Meeting.

 ITEM ONE.    ELECTION OF DIRECTORS

        The Board has nominated Gilbert A. Garcia and Sean M. Maher for election as Class I directors of the Company to serve for a three year
term to expire in 2019 and until either they are re-elected or their respective successors are elected and qualified. Messrs. Garcia and Maher are
currently serving as directors of the Company, and their biographical information is contained in the "Directors and Executive Officers" section
below.

        The Board has no reason to believe that Messrs. Garcia and Maher will be unable or unwilling to serve if elected. If either Messrs. Garcia or
Maher becomes unable or unwilling to accept nomination or election, the persons acting under the Proxy will vote for the election of a substitute
nominee that the Board recommends.

The Board unanimously recommends that stockholders vote FOR the election of Messrs. Garcia and Maher.

5
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 DIRECTORS AND EXECUTIVE OFFICERS

        As of the filing of the Proxy Statement with the Securities and Exchange Commission (the "SEC"), the Board and the executive officers of
the Company are:

Name Age Position
A. R. Sanchez, Jr. 73 Executive Chairman of the Board
Antonio R. Sanchez, III 42 Chief Executive Officer and Director
Gilbert A. Garcia(1) 52 Director
Greg Colvin(1) 56 Director
Alan G. Jackson(1) 72 Director
Sean M. Maher(1) 42 Director
T. Brian Carney(1) 50 Director
Eduardo A. Sanchez 36 President
Garrick A. Hill(2) 49 Interim Chief Financial Officer
Christopher D. Heinson 34 Senior Vice President and Chief Operating Officer
Kirsten A. Hink 49 Senior Vice President and Chief Accounting Officer
Gregory B. Kopel 44 Senior Vice President and General Counsel

(1)
Member of the Nominating and Corporate Governance, the Audit and the Compensation Committees.

(2)
Mr. Hill acts as the Company's Interim Chief Financial Officer until the successor of Mr. Van Riet, the Company's prior Chief
Financial Officer, is appointed.

        The Board currently consists of seven members. The directors are divided into three classes serving staggered three-year terms. Each year,
the directors of one class stand for re-election as their terms of office expire. Messrs. Garcia and Maher are designated as a Class I directors, and
their terms of office expire on the date of the Company's 2016 annual meeting of stockholders. Messrs. Carney, Colvin and Jackson are
designated as Class II directors, and their terms of office expire on the date of the Company's 2017 annual meeting of stockholders.
Messrs. Sanchez, Jr. and Sanchez, III are designated as Class III directors, and their terms of office expire on the date of the Company's 2018
annual meeting of stockholders.

        Set forth below is biographical information about each of the Company's directors, nominees for director and officers as of the filing of the
Proxy Statement.

A. R. Sanchez, Jr. has served as our Executive Chairman of the Board since November 2012. Mr. Sanchez, Jr. is the co-founder, Chief
Executive Officer and Chairman of the Board of Directors of Sanchez Oil & Gas Corporation ("SOG"), a private oil and natural gas company
founded in 1972 that engages in the exploration and development of oil and natural gas primarily in Texas and the onshore Gulf Coast areas on
behalf of its affiliates. SOG is an affiliate of the Company. Mr. Sanchez, Jr. received his Bachelor of Arts and Doctor of Jurisprudence degrees
from St. Mary's University in San Antonio, Texas. Mr. Sanchez, Jr. currently serves as director for the A. R. "Tony" and Maria J. Sanchez
Family Foundation. He is also a director and stockholder of International Bancshares Corporation, a member of the Board of Visitors and
Membership/Board Development Task Force at the University of Texas MD Anderson Cancer Center and a member of the Board of Trustees at
Baylor College of Medicine. Because Mr. Sanchez, Jr. has over 41 years of experience in the oil and natural gas industry as well as a
comprehensive understanding of oil and gas operations, we believe that Mr. Sanchez, Jr. is qualified to serve as a director of the Company.
Mr. Sanchez, Jr. is the father of Mr. Antonio R. Sanchez, III, our Chief Executive Officer and member of the Board, and Mr. Eduardo A.
Sanchez, our President.
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Antonio R. Sanchez, III has served as our Chief Executive Officer since our formation in August 2011 and has been directly involved in the
oil and gas industry for over 16 years. Mr. Sanchez, III served as our Chairman of the Board from August 2011 to November 2012 and continues
to be a member of our Board. Mr. Sanchez, III also served as our President from August 2011 until October 2015. Mr. Sanchez, III is also the
co-president of SOG, which he joined in October 2001, the President of SEP Management I, LLC ("SEP Management"), the general partner of
Sanchez Energy Partners I, LP ("SEP I"). Each of SOG, SEP Management and SEP I (together with their affiliates (other than the Company),
the "Sanchez Group") are affiliates of the Company. In his capacities as an officer of these members of the Sanchez Group, Mr. Sanchez, III
manages all aspects of their daily operations, including exploration, production, engineering and land management. In addition, Mr. Sanchez, III
is a member of the board of directors of the general partner ("SPP GP") of SPP, a publicly-traded limited partnership focused on the acquisition,
development, ownership and operation of midstream and other energy production assets in South Texas, the Gulf Coast region of Texas and
Louisiana, and across several basins in Oklahoma and Kansas. From 1997 to 1999, Mr. Sanchez, III was an investment banker specializing in
mergers and acquisitions with J.P. Morgan Securities Inc. From 1999 to 2001, Mr. Sanchez, III worked in a variety of positions, including sales
and marketing, product development and investor relations, at Zix Corporation, a publicly traded encryption technology company listed on the
Nasdaq Global Market. Mr. Sanchez, III was a member of the board of directors of Zix Corporation from May 2003 until June 2014. He earned
a Bachelor of Business Administration degree from Georgetown University with a concentration in accounting and finance and a minor in
economics and a Master of Business Administration degree from the Harvard Business School. Mr. Sanchez, III has significant experience
managing oil and gas operations and being a member of the board of directors of a publicly traded company as well as extensive knowledge of
the energy industry. For these reasons, we believe that Mr. Sanchez, III is qualified to serve as a director of the Company. Mr. Sanchez, III is the
son of Mr. Sanchez, Jr., our Executive Chairman of the Board, and the brother of Mr. Eduardo A. Sanchez, our President.

Gilbert A. Garcia, CFA has served as our director since December 2011 and is a Co-Chairperson of our Audit Committee and a member of
our Compensation Committee and our Nominating and Corporate Governance Committee. Mr. Garcia is the Managing Partner of Garcia
Hamilton & Associates, L.P., an institutional asset management firm, which he joined in 2002 and where he supervises all facets of the firm's
investment decisions. Prior to joining Garcia Hamilton & Associates, L.P., Mr. Garcia worked at two other institutional asset management firms,
Smith Graham & Company, where Mr. Garcia was most recently the Chief Investment Officer, and Cisneros Asset Management, where he was
most recently President. Mr. Garcia started his professional career with Salomon Brothers specializing in mortgage-backed securities.
Mr. Garcia received his Bachelor of Arts degree in Economics from Yale University. We believe that Mr. Garcia is well qualified to serve as a
member of our Board. In addition to his professional experience, Mr. Garcia also has extensive experience serving in leadership positions of
community organizations, including as the Chairman of the Metropolitan Transit Authority of Harris County, Texas. We believe that
Mr. Garcia's executive experience, including through his service on community organizations, provides valuable financial and management
experience that is critical to his ability to identify, understand and address the challenges and opportunities that we face as a public company.

Greg Colvin has served as our director since March 2012 and is a member of our Compensation Committee, our Nominating and Corporate
Governance Committee and our Audit Committee. Mr. Colvin is the Managing Partner, Chief Operating Officer and Head of Investor Relations
of Sankofa Capital, an investment management firm, which he co-founded in December 2011. From 2007 until he co-founded Sankofa Capital,
Mr. Colvin worked as a Managing Partner at Bluffview Capital, LP, where he originated and raised capital for private equity and hedge fund
clients. From 1997 to 2006, Mr. Colvin was a Managing Director of the Private Funds Group at Donaldson, Lufkin & Jenrette Securities Corp
and Credit Suisse LLC. Mr. Colvin started his professional career with
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Stephens Inc. specializing in placing primary and secondary fixed income products to institutional investors. Mr. Colvin received his Bachelor of
Science in Business Administration degree from the University of Arkansas. Mr. Colvin currently serves on the advisory board of the Sam M.
Walton College of Business at the University of Arkansas. We believe that Mr. Colvin is well qualified to serve as a member of our Board. In
addition to his extensive experience in leadership positions at large financial institutions, Mr. Colvin has a substantive understanding of the
upstream oil and gas industry and a financial background that gives him the ability to understand and analyze our business and our opportunities.

Alan G. Jackson has served as our director since November 2012 and is the Chairperson of our Nominating and Corporate Governance
Committee and a member of our Audit Committee and our Compensation Committee. Mr. Jackson is the Senior Commercial Producer at IBC
Insurance Agency, Ltd. ("IBC"). Mr. Jackson is the former co-owner of Inscorp, Inc., a leading commercial insurance agent/brokerage in South
Texas, which was acquired by IBC in 2009. Mr. Jackson received his Bachelor of Business Administration degree from Texas A&M University
at Kingsville, Texas and is a graduate of the University of Texas, McCombs School of Business' Management Development Program. We
believe that Mr. Jackson is well qualified to serve as a member of our Board because of his experience working with many land and mineral
owners and their representative brokers, bankers and attorneys and with many oil and gas operators, non-operators, investors, service companies
and logistics carriers in the energy industry throughout South Texas, including the Eagle Ford Shale.

Sean M. Maher has served as our director since November 2014 and is a Co-Chairperson of our Audit Committee and a member of our
Compensation Committee and our Nominating and Corporate Governance Committee. Mr. Maher is the Senior Portfolio Manager of RCH
Energy, an investment management firm, which he joined in June of 2008. From 2006 until joining RCH Energy, Mr. Maher was an Executive
Director at Morgan Stanley and the Head of Master Limited Partnership and Integrated Natural Gas Research. From 2001 to 2006, Mr. Maher
was a member of the Integrated Oils and Independent Refining Equity Research team for Morgan Stanley. From 1999 to 2001, Mr. Maher was
an analyst in the Energy Investment Banking team at Morgan Stanley. Mr. Maher began his career at Morgan Stanley in 1997 within the
Financial Reporting and Controllers Group that covered the Investment Banking business; including Mergers & Acquisitions, Equity Capital
Markets, Debt Capital Markets and Private Equity. Mr. Maher received both his Bachelor of Business Administration in Finance and his Master
of Business Administration in Finance and Accounting degrees from Saint Bonaventure University. We believe that Mr. Maher is well qualified
to serve as a member of our Board due to his extensive financial and energy experience.

T. Brian Carney has served as our director since May 2015 and is the Chairperson of our Compensation Committee and a member of our
Nominating and Corporate Governance Committee and our Audit Committee. Mr. Carney is an attorney from Midland, Texas, where he has
practiced law at the Law Office of Brian Carney since 1992. His practice focuses on litigation in both state and federal courts. Mr. Carney
graduated from the University of Oklahoma with a Bachelor of Business Administration in Finance, and he received his Doctor of Jurisprudence
from Oklahoma City University in 1991. We believe that Mr. Carney is well qualified to serve as a member of our Board due to his legal
background and experience.

Eduardo A. Sanchez has served as our President since October 2015. Mr. Eduardo A. Sanchez is President and Chief Executive Officer of
Sanchez Resources, LLC ("Sanchez Resources") since 2010, an affiliate of the Company, a member of the board of directors of SPP GP since
May of 2015, co-president of SOG, and chief executive officer of Sanchez Oil & Gas Mexico Holdings, LLC, an affiliate of the Company, since
August of 2015. Prior to his work at Sanchez Resources, Mr. Sanchez worked at Commonwealth Associates, Inc. focusing on private equity and
debt placements in small and midsize market capitalization businesses including those in the energy sector. Mr. Sanchez received his Bachelor
of Science in Business Administration degree from Babson College and his Master of
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Business Administration degree from Columbia Business School. Mr. Eduardo A. Sanchez is the brother of Mr. Sanchez, III, the Company's
Chief Executive Officer and member of the Board, and the son of A. R. Sanchez, Jr., the Executive Chairman of the Board.

Garrick A. Hill has served as our Interim Chief Financial Officer since March 30, 2016. Prior to Mr. Hill's appointment as Interim Chief
Financial Officer, he served as our Interim Co-Chief Financial Officer from March 7, 2016 until he became our Interim Chief Financial Officer.
Mr. Hill has over 27 years of industry experience that encompasses energy finance, risk management, treasury, and investor relations activities.
Prior to joining the Company, Mr. Hill served as Senior Vice President, Investor Relations for SPP and Treasurer, Assistant Secretary, and Vice
President, Risk Management of SPP GP, which position he was elected to in March 2015. Mr. Hill previously served as Assistant Treasurer and
Vice President, Risk Management of Sanchez Production Partners LLC from October 2009 until its conversion to a limited partnership in March
2015.

Christopher D. Heinson has served as our Senior Vice President and Chief Operating Officer since March 2014. Mr. Heinson had served as
the Company's interim Chief Operating Officer from January 2014 to March 2014. He joined the Company in March 2013 as the Senior
Manager of Reservoir Engineering. Prior to joining the Company, Mr. Heinson had served as a Senior Development Planning Engineer for
Occidental Petroleum Corporation's Williston Basin division from May 2011 to March 2013 and a Staff Reservoir Engineer for their Permian
basin division from May 2007 to May 2011. Mr. Heinson received his Bachelor of Science in Petroleum Engineering degree from the University
of Texas at Austin.

Kirsten A. Hink has served as our Senior Vice President and Chief Accounting Officer since January 1, 2015, and she had previously served
as our Vice President and Principal Accounting Officer since March 2012. Prior to joining us, Ms. Hink served as the Controller of Vanguard
Natural Resources, LLC from January 2011 to February 2012, where she oversaw the company's financial reporting and accounting. From
January 2010 to December 2010, she served as Assistant Controller of Mariner Energy, Inc. ("Mariner"), where she managed the revenue and
production reporting as well as assisted with financial and bankruptcy reporting for the Edge Petroleum Corporation ("Edge") properties that
were acquired by Mariner. She served as the Chief Accounting Officer for Edge from July 2008 through December 2009 and the Vice President
and Controller for Edge from October 2003 through July 2008, where she oversaw the preparation of Edge's financial statements. Prior to that
time she served as Controller of Edge from December 31, 2000 to October 2003 and Assistant Controller of Edge from June 2000 to December
2000. Edge filed for Chapter 11 bankruptcy protection in October 2009. Before joining Edge, she served as Controller of Benz Energy Inc., an
oil and gas exploration company, from June 1998 to June 2000. Ms. Hink received a Bachelor of Science in Accounting degree from Trinity
University. Ms. Hink is a Certified Public Accountant in the State of Texas.

Gregory B. Kopel has served as our Senior Vice President and General Counsel since December 2015. Prior to joining the Company,
Mr. Kopel served as Vice President and Associate General Counsel at Breitburn Energy Partners LP from April 2013 to December 2015. He has
also served in corporate legal positions at Linn Energy LLC from June 2010 to April 2013 and Occidental Petroleum Corporation from
December 2005 to June 2010. Mr. Kopel earned a B.A. in Government at the University of Texas at Austin, and a J.D. at the University of
Houston, and began his career working at two international law firms.
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 COMPENSATION DISCUSSION AND ANALYSIS

 Introduction

        The purpose of this Compensation Discussion and Analysis is to describe the Compensation Committee's compensation philosophy and
approach for all individuals serving as the Company's principal executive officer or principal financial officer during 2015 as well as the three
other most highly compensated executive officers for 2015 (the "named executive officers"). The named executive officers for 2015 are as
follows:

�
A.R. Sanchez, Jr.�Executive Chairman of the Board

�
Antonio R. Sanchez, III�Chief Executive Officer

�
Eduardo A. Sanchez�President

�
G. Gleeson Van Riet�Senior Vice President and Chief Financial Officer

�
Christopher D. Heinson�Senior Vice President and Chief Operating Officer

�
Michael G. Long�Former Executive Vice President, Chief Financial Officer and Secretary

        On March 9, 2015, in connection with Mr. Long's announcement of his plans to retire as our former Executive Vice President, Chief
Financial Officer and Secretary, Mr. Van Riet was appointed as Interim Co-Chief Financial Officer. Mr. Van Riet became the Interim Chief
Financial Officer on April 30, 2015 when Mr. Long retired. On May 18, 2015, Mr. Van Riet was appointed as our Senior Vice President and
Chief Financial Officer.

        On March 2, 2016, Mr. Van Riet notified the Company that he would resign as the Company's Senior Vice President and Chief Financial
Officer, effective March 30, 2016. On March 7, 2016, the Board appointed Garrick A. Hill as the Company's Interim Co-Chief Financial Officer.
Mr. Hill served as the Company's Interim Co-Chief Financial Officer until Mr. Van Riet's resignation on March 30, 2016, and has acted as the
Company's Interim Chief Financial Officer since that date.

        Throughout 2015, Mr. Eduardo Sanchez provided finance, drilling, production and operations management services to the Company in
connection with the Tuscaloosa Marine Shale (the "TMS") joint venture with SR Acquisition I, LLC ("SR"). Prior to October 1, 2015,
Mr. Sanchez, III served as our Chief Executive Officer and President. On October 1, 2015, Mr. Sanchez, III resigned from his position as our
President and Mr. E. Sanchez was appointed as our President. Mr. Sanchez, III continues to serve as our Chief Executive Officer.

        Mr. E. Sanchez, the Company's President, works alongside Mr. Sanchez, III, the Company's Chief Executive Officer, in the day-to-day
supervision of the Company's business, which provides other members of the management team ready access to their combined talent, insight
and experience in the oil and gas industry. Mr. E. Sanchez provides oversight and strategic guidance on the Company's finance, capital markets,
operations, marketing and midstream, and business development activities, and leads executive level recruitment and retention efforts. In
addition, Mr. E. Sanchez represents the Company on the Board of Directors of the Company's joint venture with Targa Resources.

        Management and the Board have the added benefit of access to Mr. Sanchez, Jr., the Company's Executive Chairman, who has a deep
understanding of the cycles and challenges of the oil and gas industry from his over 41 years of experience in the industry. The close working
relationship among the Executive Chairman, the Chief Executive Officer and the President gives the Board and the Company's stockholders a
strong leadership team that can address issues quickly and seamlessly.
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 Background on Our Organizational Structure

        All of our executive officers are employed by SOG and provide services both to us and to other members of the Sanchez Group in their
capacity as employees of SOG. Our Compensation Committee determines and approves base salary and annual bonus amounts for the services
our named executive officers provide to us as well as equity awards under our Plan. SOG pays all base salary and annual bonus amounts to our
named executive officers and, pursuant to the services agreement between us and SOG, we reimburse SOG for the portion of compensation
expenses (including base salary, benefits, and annual bonuses) set by our Compensation Committee and attributable to services provided to our
business. While our Compensation Committee initially establishes compensation levels for the services our named executive officers provide to
us, SOG has final responsibility and authority with respect to our executive officers' compensation for which the costs are allocated to us
pursuant to the services agreement, and our Audit Committee is solely able to review, verify and dispute the reasonableness of such allocated
costs pursuant to procedures set forth in the services agreement. We estimate that during 2015, our named executive officers dedicated
approximately 100% of their professional time to providing services to us. For Mr. E. Sanchez and Mr. Long, these estimates are only for the
portion of 2015 that they were named executive officers of the Company.

 Executive Summary

        Our operating environment in 2015 was characterized by significant commodity price volatility, distress in the capital markets, and
considerable uncertainty with respect to the future of our industry. In response to this challenging environment, our management team developed
and executed a focused and disciplined strategic plan in 2015 that resulted in:

�
Record annual production of 19.2 MMBoe for an average annual production rate of approximately 52,560 Boe/d, an increase
of 72% over 2014 production;

�
Results at Catarina, our most active area of development in 2015, that include a 40% improvement in EUR and a reduction
in average well cost from $8.8 million when we acquired the asset in 2014 to $3.5 million in 2015, a savings of
approximately 60% per well on average in less than two years;

�
Upstream capital expenditures (including accruals) of $545 million, a reduction of approximately 37% compared 2014;

�
The completion of our July 2015 to June 2016 Catarina drilling commitment of 50 wells on January 1, 2016, approximately
six months earlier than required;

�
Replacement of in excess of 3.0x the reserves we produced in 2015 as a result of additions and technical revisions, excluding
downward adjustments stemming from commodity price volatility;

�
Opportunistic redeployment of capital in legacy areas of our asset base, where we are able to exploit an industry-wide focus
on capital preservation to accumulate acreage that fits well within our operating focus;

�
A safety record across our asset base, which we believe compares very favorably to industry standards, with a TRIR of less
than 0.45;

�
The sale of two assets to SPP, which resulted in total cash consideration of approximately $430 million to Sanchez Energy;

�
A strategic relationship with SPP, together with an extensive inventory of assets suitable for the master limited partnership
model, which we believe may be opportunistically divested and which provides a potentially valuable source of capital and
liquidity in the years ahead;
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�
Total liquidity of $735 million at December 31, 2015, which stems from an undrawn credit facility with $300 million of
borrowing capacity and approximately $435 million in cash;

�
Hedge positions with mark-to-market value of approximately $155 million at year-end 2015; and

�
The execution of a gas gathering and processing joint venture with Targa Resources to construct a cryogenic processing
plant and high pressure gathering pipeline near Catarina, which is expected to provide a path to improved yields, lower
processing fees, and significant marketing benefits in the years to come.

        Our 2015 results were shaped by our operating environment and driven by a management team that is focused on financial discipline and
operating efficiencies. In response to our operating environment, we took decisive actions to reduce capital spending, manage operating costs,
and promote operating efficiencies throughout 2015, which allowed us to significantly exceed our production targets despite lower capital
spending, as illustrated in the chart that follows:

Category
January 2015
Guidance(1)

Full Year
2015

Results

Variance vs.
Guidance
Midpoint

Capital Spending�Upstream ($ million) $560 - $600 $ 545 �6%
Targeted Wells Costs at Catarina ($ million) $5.0 $ 3.5 �30%

Production Volumes (BOE/D) 40,000 - 44,000 52,560 25%

Operating Costs and Expenses ($/BOE)
Oil and natural gas production expenses(2) $9.00 - $10.00 $ 8.16 �14%
Production and ad valorem taxes $2.00 - $3.00 $ 1.40 �44%
General and administrative expenses(3) $3.00 - $3.50 $ 3.09 �5%
       
Total operating costs and expenses $14.00 - $16.50 $ 12.65 �17%

(1)
Released January 7, 2015, at which time we projected total capital spending to range between $600 million and $650 million. This
compares to an initial 2015 capital budget of approximately $1.15 billion, which was set prior to the decline in oil prices that began in
2014.

(2)
Full Year 2015 Results include amortization of gain on sale of Catarina Midstream of ($0.58) per Boe for the three months ended
December 31, 2015 and ($0.16) per Boe for the year ended December 31, 2015.

(3)
Full Year 2015 Results exclude stock-based compensation of ($0.20) and ($3.23) per BOE for the three months ended December 31,
2015 and 2014, respectively, and $0.77 and $1.15 per BOE for the year ended December 31, 2015 and 2014, respectively. Also
excludes acquisition and divestiture costs included in G&A of $0.71 and $0 per BOE for the three months ended December 31, 2015
and 2014, respectively, and $0.20 and $0.16 per BOE for the year ended December 31, 2015 and 2014, respectively.

        We believe that we are well positioned to prosper in the years ahead. As a result of the execution of our strategic plans, heading into 2016
we have:

�
A management team that is results driven and committed to the optimization of our asset base and cost structure though a
focus on the manufacturing process, resulting in one of the lowest cost structures among Eagle Ford operators based on 2015
results;

�
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�
Over 3,000 drilling locations in our asset base, which includes a sizeable inventory of wells that are economic in today's
price environment due to our success in the area of capital cost reduction and EUR expansion;

�
A sustainable cost structure driven by a substantial footprint in the Eagle Ford Shale, execution competencies, direct
sourcing capabilities and supply chain focus;

�
Financial flexibility that stems from liquidity of approximately $735 million as we enter 2016, early completion of the July
2015 to June 2016 annual drilling commitment at Catarina, and the ability to bank up to 30 wells for the following annual
drilling commitment at Catarina, which we believe positions the Company to operate successfully in a "lower for longer"
scenario;

�
No bank debt outstanding and no outstanding debt maturing until 2021 and 2023;

�
A business development focus that emphasizes asset quality, financial discipline and risk management over price premiums
for the sake of asset accumulation and production growth;

�
Substantial growth opportunities at Catarina, which we believe is fairly valued today at over 3.6x our initial investment
despite the recent downturn in commodity prices;

�
A robust hedge program that includes, for 2016, hedges on crude production at an average price of approximately $64/Bbl
and hedges on natural gas production at an average price of approximately $3.12/MMbtu, which are expected to cover
approximately 100% of our production and 82% of our revenues in 2016;

�
A 2016 capital budget expected to range between $200 million and $250 million, a reduction of approximately 60% when
compared to 2015 capital spending levels, which we anticipate we will fund with available cash and cash flow from
operations;

�
Forecast production of between 48,000 and 52,000 BOE/D, which represents no material change when compared to 2015
production, despite significantly lower capital spending in 2016; and

�
Considerable upside potential should commodity prices recover such that our drilling program can be expanded in a
cost-efficient manner.

Compensation Highlights for 2015

        When establishing compensation for services provided during 2015, the Compensation Committee and SOG weighed both the volatile
commodities markets as well as our strong performance highlighted above. The following is a summary of key compensation actions taken by
SOG and/or the Company for the named executive officers with respect to our 2015 performance:

�
Base Salary�Base salary rates have remained unchanged since 2014 for our Executive Chairman and Chief Executive Officer.

�
Cash Bonus�Cash bonus amounts for our Executive Chairman and Chief Executive Officer did not increase in 2015 despite
record annual production, impressive decreases in well costs, and achievement of significant liquidity goals.
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�
Long-Term Equity Incentives�Our Compensation Committee approved grants of restricted stock to our named executive
officers with multi-year vesting schedules, the value of which is dependent on our share price and which we believe has a
strong retentive element.

�
Adoption of Stock Ownership Retention Guidelines and Clawback Policy�Our Board and the Compensation Committee
decided to strengthen the Company's executive compensation governance practices by adopting stock ownership guidelines
and an incentive compensation clawback policy to further align executive officers with our stockholders.
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        In addition to these compensation elements, the compensation program also includes other features that we believe are consistent with
strong governance practices, including:

�
Neither we nor SOG have any contractual obligations to provide gross-ups to any of our named executive officers;

�
Neither we nor SOG provide excessive perquisites to our named executive officers;

�
Neither we nor SOG have any contractual obligation to provide cash severance or cash payments in connection with a
change of control to any of our named executive officers;

�
Neither we nor SOG have employment agreements with our named executive officers, providing us and SOG with flexibility
to respond to changing company needs and market environments;

�
Both we and SOG perform an annual risk assessment of our compensation program; and

�
Our Compensation Committee has engaged an independent compensation consultant to advise it on executive compensation.

 Say on Pay and Stockholder Engagement

        At our annual meeting of stockholders held on May 21, 2015, our stockholders had the opportunity to cast an advisory vote on executive
compensation, as well as an advisory vote on the frequency with which they would prefer to cast an advisory vote on executive compensation.
At that meeting, nearly 55% of the votes cast by our stockholders (excluding broker non-votes) voted in support of our executive pay program.
Additionally, the most desirable frequency of the say-on-pay vote selected by stockholders was a vote every year. The Compensation Committee
considered the outcome of our say-on-pay and say-on-frequency votes and determined that it will hold the say-on-pay vote annually. In addition,
the Board and the Compensation Committee decided to strengthen the Company's executive compensation governance practices by adopting
stock ownership guidelines and an incentive compensation clawback policy to further align executive officers with our stockholders.

 Clawback Policy

        Our Board has adopted a clawback policy under which our Board has the right to cause the reimbursement by a current or former executive
officer of the Company of certain incentive compensation if the compensation was predicated upon the achievement of certain financial results
that were subsequently the subject of a required restatement of the Company's financial statements. Incentive compensation subject to the policy
includes all cash, equity or equity-based awards made pursuant to the Plan or any other formal or informal plan, adopted currently or in the
future. Our Board may exercise this right regardless of the occurrence or absence of any fraud or responsibility on the part of any current or
former executive officer.

 Stock Ownership and Retention Guidelines

        Our Board has adopted stock ownership and retention guidelines for certain executive officers and directors. The guidelines require certain
executive officers and directors to acquire and retain a minimum level of stock ownership within five years of the effective date of the guideline
or their appointment as an executive officer or director, whichever is later. Our Executive Chairman and Chief Executive Officer must acquire
and retain shares of our common stock equal to at least five times their annual base salary; our President, Chief Financial Officer, and Chief
Operating Officer must acquire and retain shares of our common stock equal to at least three times their annual base salary; and our directors
who are not also executive officers must acquire and retain shares of our common stock equal to at least five times their annual retainer. Until
the applicable minimum level of stock ownership is
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achieved, the executive officer or director must retain all net shares obtained through the Plan (after payment of taxes and exercise price, if
applicable).

 Our Compensation Philosophy

        The Compensation Committee and SOG design the cash and benefit portions of our executive compensation program to attract and retain
individuals with the background and skills necessary to successfully execute our business model in a demanding environment, to properly
motivate management with an easy to comprehend compensation package that seeks to provide both near-term and long-term goals in a way that
aligns their interest with that of our stockholders, and to reward success in reaching such goals. We are committed to paying-for-performance
and our executive compensation philosophy seeks to (i) motivate our employees to perform at the highest level consistent with our core values;
(ii) reward high performing employees; and (iii) retain and attract top talent.

        The goal of our equity award program is to encourage retention and to ensure that a substantial portion of each named executive officer's
compensation is directly tied to our share price performance. Taken together, we use a program emphasizing variable annual cash compensation
and long-term equity-based compensation to reward for Company and individual performance achievements. We believe this
pay-for-performance approach generally aligns the interests of executive officers who provide services to us with that of our stockholders, and at
the same time enables us to maintain a lower level of base salary overhead in the event our operating and financial performance fail to meet
expectations.

 Role of Compensation Consultants

        The Compensation Committee engaged Meridian Compensation Partners, LLC ("Meridian") as its independent compensation consultant.
Meridian reports directly to the Compensation Committee, which has authority under its charter to retain compensation consultants, although its
representatives may also meet with management from time to time. The Compensation Committee did not direct Meridian to perform its
services in any particular manner or under any particular method.

        During 2015, Meridian assisted the Compensation Committee with the following:

�
Development of a peer group for reviewing executive and outside director market compensation practices;

�
Conducted a competitive market analysis of executive compensation for our named executive officers;

�
Conducted a competitive market analysis of compensation for our outside directors;

�
Provided an update on executive compensation trends and developments; and

�
Provided consulting on other matters pertaining to executive compensation as requested by the Compensation Committee
during the year.

        The Compensation Committee evaluates its compensation consultant annually to determine its independence. The Compensation
Committee has determined that no conflicts of interest exist with respect to Meridian's consulting services for 2015. The factors considered by
the Compensation Committee in conducting this analysis are as follows:

          (i)  The provision of other services to us by Meridian, if any;

         (ii)  The amount of fees received from us by Meridian as a percentage of Meridian's total revenue;

        (iii)  The policies and procedures of Meridian that are designed to prevent conflicts of interest;
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        (iv)  Any business or personal relationship of Meridian or its consultants with a member of the Compensation Committee;

         (v)  Any stock of the Company owned by Meridian's consultants; and

        (vi)  Any business or personal relationship of Meridian or its consultants with any of our executive officers.

 Use of Market Data and Peer Comparisons

        As part of the compensation setting process for the 2015 year, the Compensation Committee: (i) examined the compensation practices of
our peer companies, (ii) reviewed compensation information from the oil and gas industry, (iii) reviewed and participated in relevant
compensation surveys and (iv) relied on data provided by Meridian.

        In 2015, our Compensation Committee worked with Meridian to develop a peer group of companies with which we compete for executive
talent so that we could use compensation types and levels paid across the peer group as a reference point for assessing the allocated portion of
executive compensation set by the Compensation Committee as well as the type, volume and terms of our equity compensation grants. The
criteria used for inclusion in our peer group included U.S. based public companies focused on oil and gas exploration and production with
similarly-sized assets, market value and enterprise value, with the Company approximating the 50th percentile in enterprise value of the group.
The peer group used by the Compensation Committee in analyzing 2015 named executive officer compensation was as follows:

Approach Resources Inc. Jones Energy Inc. Rex Energy Corp.
Carrizo Oil & Gas Inc. Laredo Petroleum Inc. RSP Permian Inc.
Clayton Williams Energy Inc. Matador Resources Co. Stone Energy Corp.
Comstock Resources Inc. Parsley Energy Inc. Vanguard Natural Resources
Exco Resources Inc. PDC Energy Inc. W&T Offshore Inc.
        Meridian provided the Compensation Committee with data regarding both total compensation and each element of compensation paid to
similarly situated executives at the peer group companies. Our Compensation Committee reviewed that data and considered it when evaluating
compensation paid to our named executive officers and our equity grant types and amounts. Our Compensation Committee believes that
providing compensation opportunities within a competitive range of our peer group will ensure we can attract and retain talented executive
officers with the expertise and dedication required for our company to excel.

 Role of Executive Officers in Setting Executive Compensation

        Our Executive Chairman of the Board and our Chief Executive Officer annually review the performance of our named executive officers
and make recommendations to the Compensation Committee regarding compensation.

16

Edgar Filing: Sanchez Energy Corp - Form DEF 14A

28



Table of Contents

 Elements of Executive Compensation

Element Objective Key Features
Base Salary �

Provide base compensation that is competitive
for each position to reward and motivate
individual performance

�

Targeted to be in a competitive range compared
to similarly situated executives at our peer
companies
�

Increased or decreased depending on
responsibility, experience, and skill of each
executive and their respective position

Annual Cash Bonus �

Incentivize executives to achieve short-term
company objectives

�

At-risk compensation payable only in connection
with achievement of strategic and financial goals
�

Rewards individual contributions to company
success

Long-Term Incentive
Compensation

�

Align executive interests with those of our
stockholders

�

Tie value of compensation to long-term share
price performance

�

Retention

�

The value of each restricted stock grant increases
or decreases as the value of our shares increase
or decrease, incentivizing our executives to build
long-term sustainable growth

�

Multi-year vesting periods, which encourage
long-term retention

Pay Mix

        The following table sets forth the approximate percentages of our named executive officer's total compensation for services provided to us
by our named executive officers for the fiscal year-ended December 31, 2015 in the form of (i) base salary, (ii) cash bonus awards and
(iii) equity awards during
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fiscal year 2015 as set forth in the "Summary Compensation Table" below. The "Pay Mix Table" below does not include amounts classified as
"All Other Compensation" in the Summary Compensation Table.

Name and Principal Position

Salary
earned as a
percentage

of total
compensation

Cash bonus
as a

percentage
of total

compensation

Equity
awards as a
percentage

of total
compensation

A. R. Sanchez, Jr., 8% 25% 67%
Executive Chairman of the Board
Antonio R. Sanchez, III,

11% 28% 61%
Chief Executive Officer
Eduardo A. Sanchez,

2% 14% 84%
President
G. Gleeson Van Riet,

15% 13% 72%
Senior Vice President and Chief Financial Officer
Christopher D. Heinson,

8% 9% 83%
Senior Vice President and Chief Operating Officer
Michael G. Long,

14% 13% 73%
Former Executive Vice President, Chief Financial Officer and Secretary
        There are three primary elements of compensation that are used in our executive compensation program�base salary, annual cash bonus and
long-term equity incentive awards. Annual cash bonuses and equity incentive awards (as opposed to base salary) represent the at-risk elements
of compensation intended to drive performance. They are also flexible in application and can be tailored to meet our objectives for the applicable
year. We do not currently have any policies regarding the allocation of compensation between either long- or short-term compensation, or cash
and non-cash compensation. The determination of each named executive officer's cash bonus reflects their relative contribution to achieving or
exceeding annual company goals, while the long-term incentive award determination is based on their expected contribution in respect of longer
term performance objectives.

        Base Salary.    Our Compensation Committee establishes base salary levels for each of our named executive officers. The Compensation
Committee reviews the named executive officers' base salaries on an annual basis and makes adjustments as necessary to maintain a competitive
executive compensation structure. Our Compensation Committee also reviews and adjusts, as appropriate, base salaries in connection with a
promotion or other change in responsibility of our named executive officers.

        The Compensation Committee and SOG determined to keep the base salaries for our named executive officers, including Mr. Van Riet
(who was promoted to Chief Financial Officer in 2015), at the same levels in 2015 as the previous year given the tumultuous commodities
environment.

        As uncertainties in the commodity market continue into 2016, the Compensation Committee and SOG again elected to leave base salary
levels for the named executive officers unchanged from 2015, except Mr. Heinson, who received a base salary increase from $250,000 to
$400,000. The Compensation Committee and SOG determined that this increase was appropriate to reward Mr. Heinson for
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additional responsibility acquired over the last several years, for attaining cost-reductions for the Company and to ensure pay equity among our
named executive officers.

Name
2014

Base Salary
2015

Base Salary
2016

Base Salary
A.R. Sanchez, Jr. $ 650,000 $ 650,000 $ 650,000
Antonio R. Sanchez, III $ 650,000 $ 650,000 $ 650,000
Eduardo A. Sanchez � $ 72,958(1) $ 650,000
G. Gleeson Van Riet � $ 360,000 $ 360,000
Christopher D. Heinson $ 250,000 $ 250,000 $ 400,000
Michael G. Long $ 400,000 $ 172,053(1) �

(1)
Mr. Eduardo A. Sanchez was appointed our President on October 1, 2015, and his fiscal year 2016 base salary rate was set at $650,000
per year. The salary reported above reflects the base salary he was actually paid for services provided to us during his partial year as
our President in 2015. Mr. Long ceased providing services to us on April 30, 2015 and the salary reported above reflects the base
salary he was paid for services provided through that date.

        Annual Cash Bonus Awards.    Annual bonus awards are fully discretionary and determined based on financial and individual performance.
The Compensation Committee and SOG review bonus awards for our named executive officers annually to determine award payments for the
current fiscal year. Incentive compensation in respect of services provided to us is not tied in any material way to the performance of entities
other than us and our subsidiaries. Specifically, performance metrics are not tied to the performance of SOG or any other members of the
Sanchez Group. With regard to the cash bonus awards made during 2015, the Compensation Committee and SOG took a number of factors into
account in making its award decisions, including our record production rates, significantly improved efficiency year over year and the strategic
importance of transactions completed throughout the year.

        Long-Term Incentive Compensation.    We adopted the Plan in order to have the flexibility to grant equity and equity-based awards to
employees, officers, consultants and directors who perform services for us. Each of our named executive officers is eligible to receive awards
under the Plan, which is administered by the Compensation Committee.

        Our Plan allows for the grant of restricted shares, phantom shares, share options, share appreciation rights and other share-based awards.
The purpose of awards under our Plan is to provide additional incentive compensation to individuals providing services to us, and to align the
economic interests of such individuals with the interests of our stockholders. Our Plan limits the number of shares that may be delivered under
the Plan to 12,238,212 shares of our common stock plus, upon the issuance of additional shares of common stock after April 15, 2015, an
additional number of shares equal to 15% of such issuance or such lesser number determined by the Compensation Committee.

        During 2015, the named executive officers received their Plan awards during the first quarter of the year, and Mr. Van Riet received his
Plan awards in connection with his appointment as our Chief Financial Officer in May of 2015. In addition, Mr. Heinson also received an
additional Plan award in May of 2015. The Compensation Committee and SOG determined that this additional Plan award was appropriate to
reward Mr. Heinson for additional responsibility acquired over the last several years, for attaining cost-reductions for the Company and to ensure
pay equity among our named executive officers.
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        During the year-ended December 31, 2015, our named executive officers were granted awards of restricted shares as indicated in the
following table:

Award Recipient
Vesting

Schedule

Number of
Restricted Shares

Granted
During 2015

A.R. Sanchez, Jr. 3 year 650,000
Antonio R. Sanchez, III 3 year 450,000
Eduardo Sanchez 3 year 350,000
G. Gleeson Van Riet 3 year 165,000
Christopher D. Heinson 3 year 250,000
Michael G. Long 3 year 110,000
        Our Compensation Committee determines any awards granted under our Plan. With regard to the awards granted during 2015, the
Compensation Committee took a number of factors into account, including:

�
Our financial and operational performance for fiscal 2014 (including significant increases in proved reserves, average daily
production and Adjusted EBITDA);

�
The significant number of completed transactions in fiscal 2014 (including two acquisitions, one public equity offering and
two debt offerings);

�
The significant demand in Houston and worldwide for experienced oil and gas executives;

�
Information gathered by the Compensation Committee regarding compensation paid to executives at other public oil and gas
production companies; and

�
The performance of the individual executives.

        During the vesting period, the restricted shares are subject to restrictions on transferability and forfeiture but otherwise recipients have all
the rights of a stockholder in us, including the right to receive dividends thereon if and when distributions are made by us to our stockholders.
With respect to any named executive officer, the restricted shares vest in substantially equal installments and the forfeiture restrictions will lapse
on the first, second and third anniversaries of the date of grant, so long as the award recipient remains in our continuous service. Mr. Long
retired from the Company effective April 30, 2015. In connection with Mr. Long's resignation, the Company and Mr. Long entered into the
Voluntary Retirement Agreement and General Release, dated March 10, 2015 (the "Retirement Agreement"). In accordance with the terms of
the Retirement Agreement, the Company amended all of Mr. Long's outstanding awards of restricted stock so that they fully vested upon his
date of retirement.

        In early 2016, the Compensation Committee granted awards to Messrs. Sanchez, Jr., Sanchez, III and E. Sanchez using new forms of
agreements pursuant to the Plan. The new forms of agreements consist of the following:

�
Two new forms of restricted stock award agreements, one of which provides for vesting in equal annual increments over a
three year period from the date of grant and the other of which provides for cliff vesting five years after the grant date or
earlier if our the common stock, closing price equals or exceeds certain benchmarks as set forth in the form of agreement;
and

�
Two new forms of phantom stock agreements payable only in cash, one of which provides for vesting in equal annual
increments over a three year period from the date of grant and the other of which provides for cliff vesting five years after
the date of grant or earlier if the closing price of our common stock equals or exceeds certain benchmarks as set forth in the
form of agreement.
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        These new awards are intended to provide longer vesting schedules, tie the vesting of awards to achievement of increases in our share price
(i.e., the delivery of value to our stockholders), and reduce dilution to our stockholders. Consistent with the requirements of Item 402 of
Regulation S-K, more specific information regarding the awards granted in 2016 will be included in the Proxy Statement to be filed for our 2017
Annual Meeting.

Severance and Change in Control Benefits.

        Other than the Retirement Agreement with Mr. Long discussed below, the severance and Change in Control benefits provided under the
Plan and the restricted stock agreements discussed in "Potential Payments Upon Termination or Change in Control," we do not provide any
severance or change of control benefits to our executive officers. We view the limited benefits that we do provide as necessary to attract and
retain executive talent in a highly competitive market and provide continuity of management in the event of an actual or contemplated change of
control.

        On March 10, 2015, we entered into the Retirement Agreement with Mr. Long in order to formalize the compensation that Mr. Long will be
entitled to receive in connection with his retirement. Pursuant to the Retirement Agreement entered into with Mr. Long, the Company (i) paid
Mr. Long a prorated bonus of $168,356 in a lump-sum cash payment, (ii) amended Mr. Long's outstanding awards of restricted stock to become
fully vested upon his date of retirement, and (iii) is paying the premium associated with continued health coverage under our health plan for a
period of 18 months, less the amount of any contribution required for similarly situated active employees. In exchange, Mr. Long provided a
customary general release of claims against the Company and its affiliates, including claims relating to severance, and agreed to customary
confidentiality provisions along with a 12-month non-competition and non-solicitation of employees. Mr. Long also agreed to serve as a
consultant as reasonably requested for a period of one year following his retirement. Due to his position as a valued member of our management
team, the Compensation Committee felt that the value of continued access to Mr. Long's expertise as a consultant and the release,
non-competition and non-solicitation obligations included in the Retirement Agreement were equal to or in excess of the amounts paid to
Mr. Long and, as such, were in our best interests.

        Other Benefits.    SOG does not maintain a defined benefit pension plan for its executive officers, because it believes such plans primarily
reward longevity rather than performance. SOG provides a basic benefits package generally to all employees, which includes a 401(k) plan and
health, disability and life insurance. SOG employees who provide services to us under the service agreement remain entitled to these benefits
from SOG.

 Employment Agreements

        Neither SOG nor the Company has entered into any employment agreements with any of our named executive officers.

 Tax and Accounting Considerations

        Section 162(m) of the Internal Revenue Code of 1986, as amended (the "Code") limits a company's ability to deduct compensation paid in
excess of $1 million during any fiscal year to each of certain named executive officers, unless the compensation is performance-based, as
defined under federal tax laws. For example, compensation income attributable to discretionary cash bonus awards and the vesting of time-based
restricted stock is not performance-based as defined in Section 162(m) of the Code, and, therefore, the related compensation expense is not
deductible under that section to the extent that, together with other compensation attributed to a covered executive officer (generally the Chief
Executive Officer and our three most highly compensated officers other than the Chief Financial Officer) in the applicable year that is not
performance-based, such income exceeds $1,000,000.
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Although we are not currently awarding performance-based compensation (within the meaning of Section 162(m) of the Code), the
Compensation Committee takes the deductibility of compensation into consideration, along with many other factors, when making compensation
decisions and we have paid, and may continue to pay, non-deductible compensation in order to preserve our ability to structure the executive
compensation program to meet the objectives discussed herein, including to motivate and reward individual and team performance and to ensure
our named executive officers' interests are closely aligned with those of our stockholders.

 Relation of Compensation Policies and Practices to Risk Management

        SOG's and our compensation policies and practices are designed to provide rewards for short-term and long-term performance, both on an
individual basis and at the entity level. In general, optimal financial and operational performance, particularly in a competitive business, requires
some degree of risk-taking. Accordingly, the use of compensation as an incentive for performance can foster the potential for management and
others to take unnecessary or excessive risks to reach performance thresholds that qualify them for additional compensation.

        From a risk management perspective, our policy is to conduct our commercial activities within pre-defined risk parameters that are closely
monitored and are structured in a manner intended to control and minimize the potential for unwarranted risk-taking. We also routinely monitor
and measure the execution and performance of our projects and acquisitions relative to expectations.

        SOG's and our compensation arrangements and our Plan contain a number of design elements that serve to minimize the incentive for
taking unwarranted risk to achieve short-term, unsustainable results. Those elements include delaying the rewards and subjecting such rewards
to forfeiture for terminations related to violations of its risk management policies and practices or of our Code of Business Conduct and Ethics.

        In combination with our risk-management practices, we do not believe that risks arising from our or SOG's compensation policies and
practices for individuals providing services to us are reasonably likely to have a material adverse effect on us.

 Compensation Committee Report

        The Compensation Committee of our Board of Directors has reviewed and discussed the Compensation Discussion and Analysis set forth
above with management. Based on this review and discussion, the Compensation Committee of our Board of Directors has approved the
Compensation Discussion and Analysis for inclusion in this Proxy Statement.

Compensation Committee of
the Board of Directors of
Sanchez Energy Corporation

T. Brian Carney, Chairperson
Greg Colvin, Member
Gilbert A. Garcia, Member
Alan G. Jackson, Member
Sean Maher, Member
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 Summary Compensation Table

        The following table shows information concerning the annual compensation for services provided to us by our named executive officers
during the fiscal years ended December 31, 2015, 2014, and 2013. All amounts included in the table below were determined by our
Compensation Committee and SOG and paid by SOG, except awards of restricted stock granted under our Plan, which were granted by our
Compensation Committee alone. The amounts reported in the table below represent only amounts paid for services provided to us and do not
include amounts paid by SOG to our named executive officers for services provided to other entities, including SOG.

Name and Principal Position Year Salary(1) Bonus(2)
Stock

Awards(3)(4)
All Other

Compensation(5)(6) Total
A. R. Sanchez, Jr. 2015 $ 650,000 $ 2,000,000 $ 5,421,000 $ 130,569 $ 8,201,569
Executive Chairman of 2014 $ 650,000 $ 2,000,000 $ 8,494,500 $ 21,360 $ 11,165,860
the Board 2013 $ 337,500 $ 1,100,000 $ 6,048,000 $ 10,058 $ 7,495,558
Antonio R. Sanchez, III

2015 $ 650,000 $ 1,750,000 $ 3,753,000 $ 159,664 $ 6,309,544
Chief Executive Officer 2014 $ 650,000 $ 1,750,000 $ 6,067,500 $ 5,760 $ 8,473,260

2013 $ 450,000 $ 1,100,000 $ 4,032,000 $ 3,974 $ 5,585,974
Eduardo A. Sanchez

2015 $ 72,958 $ 500,000 $ 2,919,000 $ 2,422 $ 3,494,380
President
G. Gleeson Van Riet

2015 $ 360,000 $ 300,000 $ 1,674,100 $ 18,858 $ 2,352,958
Senior Vice President and Chief
Financial Officer
Christopher D. Heinson

2015 $ 250,000 $ 300,000 $ 2,731,500 $ 18,492 $ 3,299,992
Senior Vice President 2014 $ 250,000 $ 250,000 $ 1,815,000 $ 19,800 $ 2,334,800
and Chief Operating
Officer
Michael G. Long

2015 $ 172,053 $ 168,356 $ 917,400 $ 26,774 $ 1,284,583
Former Executive Vice 2014 $ 400,000 $ 500,000 $ 2,427,000 $ 19,800 $ 3,346,800
President, Chief 2013 $ 262,500 $ 500,000 $ 1,814,400 $ 8,888 $ 2,585,788
Financial Officer and
Secretary

(1)
Mr. Eduardo A. Sanchez was appointed our President on October 1, 2015. The salary reported above reflects the base salary he was
paid for services provided to us during his partial year as our President in 2015. Mr. Long ceased providing services to us on April 30,
2015 and the salary reported above reflects the base salary he was paid for services provided through that date.

(2)
Messrs. Sanchez, Jr., Sanchez, III and Eduardo Sanchez received cash bonuses of $2,000,000, $1,750,000 and $500,000, respectively,
in January 2016 based on 2015 performance, which are reported as 2015 compensation in the table above in accordance with SEC
rules.

(3)
The amounts reported in this column reflect the aggregate grant date fair value of restricted stock awards granted under our Plan for
fiscal years 2015, 2014, and 2013, computed in accordance with FASB ASC Topic 718, excluding estimated forfeitures. See Note 7,
"Stock-Based Compensation," to the Consolidated Financial Statements included under "Item 8. Financial Statements and
Supplementary Data" in the Company's Annual Report on Form 10-K filed on February 29, 2016 (the "2015 10-K") for additional
detail regarding assumptions used to calculate these figures.
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(4)
Based on 2015 performance, our Compensation Committee granted restricted stock awards to Messrs. Sanchez, Jr., Sanchez, III, E.
Sanchez, Van Riet, and Heinson of 814,332, 610,749, 570,033, 65,000 and 100,000 shares, respectively, in early 2016. The restricted
stock shares granted to Mr. Van Riet were forfeited due to Mr. Van Riet's resignation, effective on March 30, 2016. In addition, based
on 2015 performance, our Compensation Committee granted phantom stock awards to Messrs. Sanchez, Jr., Sanchez, III and E.
Sanchez of 814,332, 610,749 and 570,032 shares, respectively, in early 2016. Consistent with the requirements of Item 402 of
Regulation S-K, more specific information regarding the awards granted in 2016 will be included in the Proxy Statement to be filed for
our 2017 Annual Meeting.

(5)
In fiscal 2015, "All Other Compensation" for Mr. Sanchez, III consisted of the parking costs allocated to us by SOG and imputed
income attributable to the personal use of aircraft owned or provided by the Company or a member of the Sanchez Group, and for
Mr. Sanchez, Jr. consisted of the 401(k) matching contribution costs, imputed income attributable to the personal use of aircraft owned
or provided by the Company or a member of the Sanchez Group, and the parking costs allocated to us by SOG. For Messrs. Heinson
and Van Riet, "All Other Compensation" consisted of the 401(k) matching contribution costs and the parking costs allocated to us by
SOG. For Mr. Long, "All Other Compensation" consisted of the 401(k) matching contribution costs, Consolidated Omnibus Budget
Reconciliation Act (COBRA) premium payments, the parking costs allocated to us by SOG and imputed income attributable to the
personal use of aircraft owned or provided by the Company or a member of the Sanchez Group. For Eduardo A. Sanchez, "All Other
Compensation" consisted of the parking costs allocated to us by SOG. For additional information regarding the aggregate incremental
cost of imputed income attributable to the personal use of aircraft owned or provided by the Company or a member of the Sanchez
Group, see footnote 6 below.

(6)
Pursuant to the Company's aircraft policy, named executive officers and directors are permitted to use aircraft owned or provided by
the Company or a member of the Sanchez Group for uses deemed by SEC rules to constitute personal usage of such aircraft. We
calculate the aggregate incremental cost of such personal usage as set forth below.

�
For aircraft owned by the Company or a member of the Sanchez Group, we calculate the aggregate incremental cost of
personal usage by multiplying the number of hours of such personal usage by the average variable operating cost per hour of
the aircraft, which we derive based on the costs of fuel, maintenance, landing, parking and catering costs, certain taxes and
certain other miscellaneous fees and costs. Because our corporate aircraft are used primarily for business travel, we do not
include in this figure fixed costs for such aircraft that generally do not change with use.

�
For aircraft provided (but not owned) by the Company or a member of the Sanchez Group, we calculate the aggregate
incremental cost of personal usage by calculating the percentage of the total hours the aircraft was used by Company
personnel that were for personal purposes, and multiplying this ratio against the total cost of such aircraft to the Company or
such member of the Sanchez Group.

�
For trips that involve mixed personal and business usage, we determine the aggregate incremental cost attributable to
personal use by subtracting the aggregate incremental cost of a "business-only" trip from the total aggregate incremental cost
of the whole trip (both personal and business).

        In 2015, we incurred aggregate incremental costs of $156,544 and $97,737 for personal use of aircraft owned or provided by the Company
or a member of the Sanchez Group by Mr. Antonio R. Sanchez, III and Mr. A.R. Sanchez, Jr., respectively.
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 2015 Grants of Plan-Based Awards

        The following table sets forth certain information with respect to awards of restricted stock granted under our Plan to our named executive
officers in 2015.

Name Grant Date

All Other Stock
Awards: Number of
Shares of Stock or

Units #(1)

Grant Date
Fair Value of

Stock and
Option

Awards(2)
A.R. Sanchez, Jr. 01/05/2015 650,000 $ 5,421,000
Antonio R. Sanchez, III 01/05/2015 450,000 $ 3,753,000
Eduardo A. Sanchez 01/05/2015 350,000 $ 2,919,000
G. Gleeson Van Riet 01/05/2015 65,000 $ 542,100

05/18/2015 100,000 $ 1,132,000
Christopher D. Heinson 01/05/2015 100,000 $ 834,000

05/07/2015 150,000 $ 1,897,500
Michael G. Long 01/05/2015 110,000 $ 917,400

(1)
Represents the number of restricted stock awards granted to our named executive officers under the Plan during 2015.

(2)
Reflects the aggregate grant date fair value of the restricted stock awards granted under the Plan, calculated in accordance with FASB
ASC Topic 718 by multiplying the number of restricted shares granted to each named executive officer by the closing price of our
common stock on the date of grant. For additional information about assumptions made in the valuation of these awards, see Note 7,
"Stock-Based Compensation," of the Notes to Consolidated Financial Statements included under "Item 8. Financial Statements and
Supplementary Data" in the 2015 10-K.

 Narrative Disclosure to the Summary Compensation Table and Grants of Plan Based Awards Table

        In January 2015, we granted Messrs. Sanchez, III, Sanchez, Jr., E. Sanchez, Van Riet, Long and Heinson 450,000, 650,000, 350,000,
65,000, 110,000 and 100,000 shares of restricted stock under our Plan, respectively. In connection with Mr. Van Riet's appointment as Senior
Vice President and Chief Financial Officer in May of 2015, he was granted 100,000 shares of restricted stock under our Plan. In addition,
Mr. Heinson was granted an additional 150,000 shares of restricted stock under our Plan. Messrs. Sanchez, III's, Sanchez, Jr.'s, E. Sanchez's,
Van Riet's and Heinson's grants will vest with respect to 33.33% of the number of restricted shares granted on each of the first three
anniversaries of the date of grant (in each case, subject to certain forfeiture conditions and the accelerated vesting conditions described below).
In connection with Mr. Long's retirement and pursuant to the Retirement Agreement, Mr. Long's outstanding awards of restricted stock fully
vested on April 30, 2015, the date of his retirement.

        The regular vesting schedules for the restricted stock awards may be accelerated in connection with certain events, or the restricted stock
may be forfeited in certain situations. Please see the section titled "Potential Payments Upon Termination or Change in Control" for a more
detailed description of the events that could result in a modification to the regular vesting schedules for our Plan awards.
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 2015 Outstanding Equity Awards at Fiscal Year-End

        The following table sets forth information concerning outstanding equity awards held by each of our named executive officers as of
December 31, 2015.

Name Grant Date

Number of Shares or
Units of Stock That
Have Not Vested(1)

Market Value of
Shares of

Stock That Have
Not Vested(2)

A. R. Sanchez, Jr. 01/05/2015 650,000(3)$ 2,801,500
01/06/2014 175,000(4)$ 754,250

Antonio R. Sanchez, III 01/05/2015 450,000(3)$ 1,939,500
01/06/2014 125,000(4)$ 538,750

Eduardo A. Sanchez 01/05/2015 350,000(3)$ 1,508,500

G. Gleeson Van Riet 05/18/2015 100,000(3)$ 431,000
01/05/2015 65,000(3)$ 280,150
08/01/2013 20,000(3)$ 86,200

Christopher D. Heinson 05/07/2015 150,000(3)$ 646,500
01/05/2015 100,000(3)$ 431,000
03/04/2014 40,000(3)$ 172,400
01/06/2014 16,667(3)$ 71,835
04/01/2013 5,000(3)$ 21,550

Michael G. Long(5) N/A N/A $ N/A

(1)
The forfeiture conditions and the accelerated vesting conditions applicable to these awards are described above under the section
entitled "Narrative Disclosure to the Summary Compensation Table and Grants of Plan Based Awards Table."

(2)
The market value of the unvested shares of restricted stock was calculated by multiplying the number of restricted shares outstanding
as of December 31, 2015 by $4.31, the closing price of our common stock on that date.

(3)
These shares will vest as to 33.33% of the total number of restricted shares granted on each of the first three anniversaries of the date
of grant.

(4)
The shares will vest as to 50% of the total number of restricted shares granted on each of the first two anniversaries of the date of
grant.

(5)
All of Mr. Long's unvested restricted shares were accelerated in connection with his retirement on April 30, 2015. As such, he held no
unvested awards at fiscal year-end.
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 2015 Stock Vested at Fiscal Year-End

        The following table provides information on the value realized by each of the named executive officers as a result of the restricted stock
awards that vested from January 1, 2015 through December 31, 2015.

Stock Awards

Name
Number of Shares

Acquired on Vesting(1)
Value Realized
On Vesting(2)

A. R. Sanchez, Jr. 325,000 $ 2,663,750
Antonio R. Sanchez, III 225,000 $ 1,845,750
Eduardo A. Sanchez � $ �
G. Gleeson Van Riet 20,000 $ 140,200
Christopher D. Heinson 33,333 $ 414,814
Michael G. Long(3) 290,000 $ 3,732,302

(1)
The amounts in this column represent the number of restricted shares held by each of the named executive officers that vested during
2015.

(2)
The amounts in this column represent the product of the number of shares of restricted stock that vested during 2015 and the closing
sale price of our common stock on the date of vesting.

(3)
All of Mr. Long's unvested restricted shares were accelerated in connection with his retirement on April 30, 2015.

 Pension Benefits

        Currently, we do not, and do not intend to, provide pension benefits to our named executive officers. SOG may revisit this policy in the
future.

 Nonqualified Deferred Compensation

        Currently, we do not, and do not intend to, sponsor or adopt a nonqualified deferred compensation plan. SOG may revisit this policy in the
future.

 Potential Payments Upon Termination or Change in Control

        Other than the Retirement Agreement with Mr. Long discussed below and the accelerated vesting of restricted stock upon the occurrence of
certain events pursuant to the Plan and the restricted stock agreements, we do not provide any severance or change of control benefits to our
executive officers. We view the limited benefits that we do provide as necessary to attract and retain executive talent in a highly competitive
market and to ensure continuity of management in the event of an actual or contemplated change of control.

Michael G. Long's Actual Termination Payments

        On March 10, 2015, we entered into the Retirement Agreement with Mr. Long in order to formalize the compensation that Mr. Long would
be entitled to receive in connection with his retirement, which occurred on April 30, 2015. Pursuant to the Retirement Agreement entered into
with Mr. Long, the Company (i) paid Mr. Long a prorated bonus of $168,356 in a lump-sum cash payment, (ii) amended Mr. Long's outstanding
awards of restricted stock to become fully vested upon his date of retirement, and (iii) began paying the premium associated with continued
health coverage under our health plan for a period of 18 months, less the amount of any contribution required for similarly situated active
employees. In exchange, Mr. Long provided a customary general release of claims
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against the Company and its affiliates, including claims relating to severance, and agreed to customary confidentiality provisions along with a
12-month non-competition and non-solicitation of employees agreement. Mr. Long also agreed to serve as a consultant as reasonably requested
for a period of one year following his retirement. Due to his position as a valued member of our management team, the Compensation
Committee felt that the value of continued access to Mr. Long's expertise as a consultant and the release, non-competition and non-solicitation
obligations included in the Retirement Agreement were equal to or in excess of the amounts paid to Mr. Long and, as such, were in our best
interests.

Name

Accelerated
Vesting of

Restricted Stock(1)
Pro-rated

Annual Bonus

Health
Insurance

Premiums(2) Total
Michael G. Long $ 3,732,302 $ 168,356 $ 13,930 $ 3,914,588

(1)
All of Mr. Long's unvested restricted shares were accelerated in connection with his retirement on April 30, 2015. The amount
reported above was calculated by multiplying the number of restricted shares accelerated by the closing market price on April 30,
2015, the date of Mr. Long's retirement.

(2)
Represents the cost to us of providing Mr. Long with continued health coverage under SOG's health plan for a period of 18 months,
less the amount of any contribution required for similarly situated active employees.

Potential Payments upon Termination or Change in Control for Other Named Executive Officers

        The restricted stock granted under the Plan to each of Messrs. Sanchez, III, Sanchez, Jr. and Eduardo Sanchez, shall automatically vest
upon the occurrence of the following events (each term of which is defined below): a Qualifying Termination, Constructive Termination or the
executive's death or Disability. A "Qualifying Termination" is generally defined as a termination by us or one of our affiliates, other than due to
(i) the executive's commission of, conviction for, or plea of guilty or nolo contendere to a felony, or other material act or omission involving
dishonesty or fraud, or (ii) gross negligence or willful malfeasance. A "Constructive Termination" is generally defined with respect to the
assignment of a duty or duties to the individual by the Board that are not commensurate with the position currently held by Messrs. Sanchez, III,
Sanchez, Jr. and Eduardo Sanchez, as applicable, without such individual's consent. A "Disability" is defined in the Plan generally as an illness
or injury that lasts at least six months and is expected to be permanent and renders the executive unable to carry out his duties.

        In the absence of a Change of Control, Messrs. Van Riet and Heinson are generally not entitled to accelerated vesting of their restricted
stock with respect to any type of termination by us or by the individual. However, notwithstanding the three-year pro-rata vesting period
applicable to the restricted stock awards granted to Messrs. Van Riet and Heinson, in the event of their death prior to a vesting date, the
Compensation Committee may, but is not obligated to, accelerate the vesting of any or all of the shares of restricted stock.

        Pursuant to the applicable restricted stock agreement, awards granted under our Plan will generally vest and/or become exercisable, as
applicable, upon a "change of control." Under our Plan, a "change of control" will be deemed to have occurred upon one or more of the
following events: (i) any "person" or "group" within the meaning of those terms as used in Sections 13(d) and 14(d)(2) of the Securities
Exchange Act of 1934, as amended (the "Exchange Act"), other than a Sanchez Group Member (as defined in the Plan), shall become the
beneficial owner, by way of merger, consolidation, recapitalization, reorganization or otherwise, of 50% or more of the combined voting power
of the equity interests in the Company; (ii) the stockholders of the Company approve and implement, in one
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or a series of transactions, a plan of complete liquidation of the Company; or (iii) the sale or other disposition by the Company of all or
substantially all of its assets in one or more transactions to any person other than a Sanchez Group Member.

        The following table quantifies our best estimates as to the amounts that each of our named executive officers would potentially be entitled
to receive upon a change of control event, or one of the above-described termination events, as applicable. The values of the potential payments
are calculated assuming that such termination event occurred on December 31, 2015 and using our closing stock price on such date of $4.31. The
value of the benefit that each of our named executive officers would actually receive cannot be determined until a change of control or a
termination event has occurred. Therefore, such amounts should be considered "forward-looking statements." We have assumed for purposes of
the table below that the Company has not used its discretion to accelerate any awards that do not accelerate pursuant to their terms.

Name
Change of

Control

Qualifying
Termination,
Constructive
Termination,

Death or
Disability

A.R. Sanchez, Jr. $ 3,555,750 $ 3,555,750
Antonio R. Sanchez, III $ 2,478,250 $ 2,478,250
Eduardo A. Sanchez $ 1,508,500 $ 1,508,500
G. Gleeson Van Riet(1) $ 797,350 $ 797,350
Christopher D. Heinson $ 1,343,285 $ 1,343,285
Michael G. Long(2) $ N/A $ N/A

(1)
Mr. Van Riet resigned as the Company's Senior Vice President and Chief Financial Officer, effective March 30, 2016. In connection
with his actual termination, Mr. Van Riet received no benefit, payment or acceleration of his restricted unvested shares of Company
common stock.

(2)
All of Mr. Long's unvested restricted shares were accelerated in connection with his retirement on April 30, 2015. Please see the chart
provided under "Michael G. Long's Actual Termination Payments" for Mr. Long's actual termination payments in connection with his
retirement.

 2015 Director Compensation

        We have not and do not expect to pay our directors who are also our officers any additional amounts for their service to us in their
capacities as directors. Accordingly, Messrs. A.R. Sanchez, Jr. and Antonio R. Sanchez, III do not receive additional compensation for their
service as a director. Their compensation is reported in the Summary Compensation Table. Our current compensation package for our
non-employee directors consists of both cash and equity compensation.

        After a review of non-employee director compensation paid by our peer group, the Board approved compensation for our non-employee
directors for fiscal 2015 as follows:

�
an annual cash retainer fee of $75,000;

�
cash payments of $1,000 for each Board and/or committee meeting attended via teleconference and cash payments of $1,500
for each Board and/or committee meeting attended in person;

�
a committee chair fee for each chair of the Audit Committee, Compensation Committee and Nominating and Corporate
Governance Committee of $20,000, $15,000 and $10,000, respectively;

�
a grant of restricted stock awards under the Plan; and
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        Each director received the prorated amounts of the annual cash retainer fee and committee chair fee, as applicable, for the period of fiscal
2015 during which such director served as a member of the Board and, as applicable, as a committee chair. Each director also received cash
payment of $1,000 or $1,500, respectively, for the Board meetings and committee meetings that such director attended.

        Due to the significant number of completed transactions in fiscal 2014 (including two acquisitions, one public equity offering and two debt
offerings), the Board members during fiscal 2014, Messrs. Colvin, Garcia, Jackson and Maher, received a supplemental retainer cash payment
for their exceptional service to the Board for that year.

        In connection with their service to the Company as directors, 19,841 shares of restricted stock under the Plan were granted to
Messrs. Colvin, Garcia, Jackson and Maher on May 29, 2015. Each of these grants will vest on the one year anniversary of its date of grant.
Because Brian Carney was appointed to the Board on May 5, 2015, he received a prorated award of 15,873 restricted shares in connection with
his appointment; this grant will vest on June 1, 2016 along with the other directors' awards.

        Notwithstanding such vesting period for the directors' restricted stock, upon the occurrence of a Change of Control, the shares of restricted
stock will vest automatically. Moreover, in the event of a director's death, disability, termination or removal, all unvested shares will be
forfeited; however, in the event of the respective director's death, the Compensation Committee may, but is not obligated to, accelerate the
vesting of any or all of his shares of restricted stock. Further, notwithstanding the above, pursuant to the terms of the applicable restricted stock
agreement, the Compensation Committee may, at its sole discretion, choose to accelerate the vesting of an award of restricted shares at any time.

        The following table provides information concerning the compensation of our non-employee directors for the fiscal year-ended
December 31, 2015.

Name

Fees Earned
or Paid in
Cash(1)

Stock
Awards(2)

All Other
Compensation(3) Total

Brian Carney $ 89,750 $ 225,397 $ 60,777 $ 375,924
Greg Colvin $ 245,500(4) $ 199,997 $ 9,600 $ 455,097
Gilbert A. Garcia $ 281,000(5) $ 199,997 $ � $ 480,997
Alan G. Jackson $ 173,000(6) $ 199,997 $ � $ 372,997
Sean Maher $ 157,500(7) $ 199,997 $ � $ 357,497

(1)
Includes annual cash retainer fee, Board and committee meeting fees and committee chair fees, as applicable, for each non-employee
director earned during fiscal 2015.

(2)
The amounts reported in the "Stock Awards" column reflect the aggregate grant date fair value of restricted stock awards granted
under our Plan for fiscal 2015, computed in accordance with FASB ASC Topic 718. See Note 7, "Stock-Based Compensation," to the
Consolidated Financial Statements included under "Item 8. Financial Statements and Supplementary Data" on the 2015 10-K for
additional detail regarding assumptions. As of December 31, 2015, Messrs. Colvin, Garcia, Jackson and Maher had 19,841 shares of
restricted stock outstanding and Mr. Carney had 15,873 shares of restricted stock outstanding.

(3)
In fiscal 2015, "All Other Compensation" for Messrs. Brian Carney and Greg Colvin consisted of imputed income attributable to the
personal use of aircraft owned or provided by the Company or a member of the Sanchez Group in the amount of $60,777 and $9,600,
respectively. For additional information regarding the aggregate incremental cost of imputed income attributable to the personal use of
aircraft owned or provided by the Company or a member of the Sanchez Group, see footnote 6 to the "Summary Compensation Table"
above.
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(4)
Includes a supplemental retainer of $125,000 for exceptional service to the Board during fiscal 2014. Mr. Colvin attended a total of 25
formal Board, Audit Committee, Compensation Committee and Nominating and Corporate Governance Committee meetings and took
action by unanimous written consent 19 times on behalf of the Board, Audit Committee, Compensation Committee and Nominating
and Corporate Governance Committee in fiscal 2014.

(5)
Includes a supplemental retainer of $150,000 for exceptional service to the Board during fiscal 2014. Mr. Garcia attended a total of 26
formal Board, Audit Committee, Compensation Committee and Nominating and Corporate Governance Committee meetings and took
action by unanimous written consent 19 times on behalf of the Board, Audit Committee, Compensation Committee and Nominating
and Corporate Governance Committee in fiscal 2014.

(6)
Includes a supplemental retainer of $50,000 for exceptional service to the Board during fiscal 2014. Mr. Jackson attended a total of 26
formal Board, Audit Committee, Compensation Committee and Nominating and Corporate Governance Committee meetings and took
action by unanimous written consent 19 times on behalf of the Board, Audit Committee, Compensation Committee and Nominating
and Corporate Governance Committee in fiscal 2014.

(7)
Includes a supplemental retainer of $25,000 for exceptional service to the Board during fiscal 2014. Mr. Maher attended a total of nine
formal Board, Audit Committee, Compensation Committee and Nominating and Corporate Governance Committee meetings and took
action by unanimous written consent once on behalf of the Board in fiscal 2014.

 CORPORATE GOVERNANCE

 Board Composition

        Our current certificate of incorporation and by-laws provide that the number of our directors shall be fixed from time to time pursuant to a
resolution adopted by our Board. We currently have seven directors: Messrs. Sanchez, Jr., Sanchez, III, Garcia, Carney, Colvin, Jackson and
Maher.

        We have a classified board of directors that currently consists of seven members. The directors are divided into three classes serving
staggered three-year terms. Each year, the directors of one class stand for re-election as their terms of office expire. Messrs. Garcia and Maher
are designated as Class I directors, and their terms of office expire on the date of the Company's 2016 annual meeting of stockholders.
Messrs. Colvin, Carney and Jackson are designated as Class II directors, and their terms of office expire on the date of the Company's 2017
annual meeting of stockholders. Messrs. Sanchez, Jr. and Sanchez, III are designated as Class III directors, and their terms of office expire on the
date of the Company's 2018 annual meeting of stockholders.

        We believe that a classified board provides for stability, continuity and experience among our Board. In our industry, in particular,
long-term focus is critical. The time horizon required for successful exploration, development and production of oil and natural gas resources
makes it vital that we have a Board that understands the implications of this process and has the ability to develop and implement long-term
strategies while benefiting from an in-depth knowledge of the Company's business and operations. A classified board structure helps to ensure
that there will be the continuity and stability of leadership required to navigate a challenging economic environment while resisting the pressure
to focus on short-term results at the expense of the Company's long-term value and success. A classified Board also assists the Company in
attracting and retaining highly qualified directors who are willing to make a longer-term commitment to the Company. Directors who agree to
serve three-year terms demonstrate a willingness to commit the time and resources necessary to understand the Company, its operations and its
competitive environment. The future success of the Company depends in significant part on the ability to attract and retain capable and
experienced directors. In this regard, we believe that longer terms for our directors will enhance director independence from both management
and stockholder special interest groups.
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 Board Leadership Structure

        The Board recognizes that one of its key responsibilities is to evaluate and determine its optimal leadership structure so as to provide
independent oversight of management. The Board understands that the optimal Board leadership structure may vary as circumstances warrant.
Consistent with this understanding, non-management directors consider the Board's leadership structure on an annual basis.

        Our Board believes that our leadership structure, which separates the Chairman and Chief Executive Officer roles, is the appropriate
structure for us at this time in light of the needs of our business. As Executive Chairman, Mr. Sanchez, Jr. remains involved in key matters, such
as major transactions, broader business relationships (including relationships with landowners that are critical to the Company's growth), as well
as continuing to advise our executive officers on issues of business strategy and operations.

 Director Independence

        Our Board has determined that Messrs. Garcia, Carney, Colvin, Jackson and Maher are "independent directors" as defined by the rules of
the NYSE and, for purposes of our Audit Committee, Rule 10A-3 of the Exchange Act.

 Executive Sessions of the Board

        Our independent directors meet regularly in executive session without management to review the performance of management and our
Company and any related matters. The Co-Chairperson of our Audit Committee, Mr. Garcia, serves as the Chairman presiding over such
meetings. During fiscal 2015, our Board held five executive sessions.

 Board's Role in Risk Oversight

        Management, which is responsible for day-to-day risk management, conducts a risk assessment of our business annually. The risk
assessment process is global in nature and identifies and assesses our risks, as well as steps to mitigate and manage the risks, which may be
financial, operational or strategic in nature.

        The results of each risk assessment are reviewed with the Audit Committee. The centerpiece of the assessment is a discussion of our key
risks, which includes a review of the potential magnitude and likelihood of each risk, the personnel responsible for managing each risk and
management's initiatives to manage and mitigate each risk. Because overseeing risk is an ongoing process and inherent in our strategic decisions,
the Board also discusses risk throughout the year at other meetings in relation to specific proposed actions.

        The Board currently considers specific risk topics, including risks associated with our strategic plan, our exploratory drilling program, our
capital structure and other operational activities. Further, the Board is routinely informed by management of developments that could affect our
risk profile or other aspects of our business.

 Meetings of the Board and Committees of the Board

        The Board held five meetings in fiscal 2015, all of which were regularly scheduled meetings, and took action by unanimous written consent
14 times. The Board's independent directors met in executive session five times during 2015.

        The Audit Committee held 32 meetings in fiscal 2015, four of which were regularly scheduled meetings and 28 of which were special
meetings, and took action by unanimous written consent five times. The Compensation Committee held two meetings in fiscal 2015, which were
all regularly
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scheduled meetings, and took action by unanimous written consent eight times. The Nominating and Corporate Governance Committee held
zero meetings in fiscal 2015, and took action by unanimous written consent two times. The members and functions of our Audit Committee,
Compensation Committee and Nominating and Corporate Governance Committee are described below.

        During 2015, each of our then directors attended more than 75% of the meetings of the Board and attended more than 75% of the meetings
of the committees of the Board on which that director served. While we do not have a formal policy with respect to director attendance at the
annual meetings of our stockholders, we generally expect that our directors will attend the annual meetings. Six of the seven members of our
Board attended our last annual meeting of stockholders.

 Communications with the Board

        Stockholders and other interested parties may communicate directly with our independent directors by sending a written communication in
an envelope addressed to: Sanchez Energy Corporation, Board of Directors (Independent Members), c/o Secretary, 1000 Main Street,
Suite 3000, Houston, Texas 77002.

        Stockholders and other interested parties may communicate directly with the full Board by sending a written communication in an envelope
addressed to: Sanchez Energy Corporation, Board of Directors, c/o Secretary, 1000 Main Street, Suite 3000, Houston, Texas 77002.

 Committees of the Board

        Our Audit, Compensation and Nominating and Corporate Governance Committees have the respective compositions and responsibilities
described below. We may have such other committees as the Board shall determine from time to time.

 Audit Committee

        Our Audit Committee currently consists of a total of five directors, Messrs. Garcia (Co-Chairperson), Maher (Co-Chairperson), Carney,
Colvin and Jackson, each of whom the Board has determined to be an "independent director" as defined by the NYSE rules and Rule 10A-3 of
the Exchange Act. The Board has determined that each member of the Audit Committee is "financially literate" as required by the NYSE rules.
Additionally, the Board has determined that Mr. Garcia is an "Audit Committee Financial Expert" as defined by the Exchange Act. Stockholders
should understand that this designation is a disclosure requirement of the SEC related to Mr. Garcia's experience and understanding with respect
to certain accounting and auditing matters. The designation does not impose upon Mr. Garcia any duties, obligations or liability that are greater
than are generally imposed on him as a member of the Audit Committee and the Board, and his designation as an audit committee financial
expert pursuant to this SEC requirement does not affect the duties, obligations or liability of any other member of the Audit Committee or the
Board.

        Our Audit Committee is authorized to:

�
approve and retain the independent auditors to conduct the annual audit of our books and records;

�
review the proposed scope and results of the annual audit;

�
review and pre-approve the independent auditors' audit and non-audit services rendered;

�
approve the audit fees to be paid;

�
review accounting and financial controls with the independent auditors and our financial and accounting staff;
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�
review and approve transactions between us and our directors, officers and affiliates;

�
recognize and prevent prohibited non-audit services;

�
establish procedures for complaints received by us, including regarding accounting matters;

�
review our policies and practices with respect to risk assessment and risk management;

�
approve any off-balance sheet financial activities;

�
oversee internal audit functions; and

�
prepare the report of the Audit Committee that the SEC rules require to be included in this Proxy Statement.

        In addition, our Audit Committee (in lieu of the full Board) may review the reasonableness of the costs that SOG allocates to us pursuant to
the services agreement.

        The Audit Committee's responsibilities are set forth in its third amended and restated charter which was approved by the Board on
November 19, 2015 and is reviewed annually. The charter is available on our website at www.sanchezenergycorp.com. The information on our
website is not incorporated by reference into this Proxy Statement.

 Compensation Committee

        Our Compensation Committee currently consists of a total of five directors, Messrs. Carney (Chairperson), Colvin, Garcia, Jackson and
Maher, each of whom the Board has determined to be an "independent director" as defined by the NYSE rules.

        Our Compensation Committee is authorized to:

�
review and approve the Company's goals and objectives relative to the compensation of the Company's Chief Executive
Officer (collectively, the "Performance Goals"), annually evaluate the Chief Executive Officer's performance in light of the
Performance Goals and, based on this evaluation, determine the Chief Executive Officer's compensation; provided, however,
that, for any compensation for which the costs are allocated to the Company pursuant to the services agreement with SOG,
the Compensation Committee assists the Board or the Audit Committee in reviewing the reasonableness of the allocated
costs;

�
review and approve the compensation of the other executive officers; provided, however, that, for any compensation for
which the costs are allocated to the Company pursuant to the services agreement with SOG, the Compensation Committee
assists the Board or the Audit Committee in reviewing the reasonableness of the allocated costs;

�
administer the Company's equity-based compensation plan, including the grant of stock options and other equity awards
under such plan;

�
retain or obtain the advice of one or more compensation consultants, outside counsel and other advisers as it deems
necessary to assist with the execution of its duties and responsibilities;
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review and make recommendations to the Board with respect to director compensation; and

�
in consultation with senior management, recommend to the Board for approval the Company's general compensation
philosophy and objectives.

        For a description of the services agreement with SOG, please read "Transactions with Related Persons."

        The Board delegated its authority to the Compensation Committee as may be required or advisable to fulfill the purposes of the
Compensation Committee. The Compensation Committee may
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form and delegate some or all of its authority to subcommittees when it deems appropriate. Meetings may, at the discretion of the Compensation
Committee, include members of the Company's management, other members of the Board, consultants or advisors, and such other persons as the
Compensation Committee may determine.

        The Compensation Committee's responsibilities are set forth in its second amended and restated charter which was approved by the Board
on November 19, 2015 and is reviewed annually. The charter is available on our website at www.sanchezenergycorp.com. The information on
our website is not incorporated by reference into this Proxy Statement.

 Compensation Committee Interlocks and Insider Participation

        Our Compensation Committee was established by the Board on June 18, 2012 and currently consists of Messrs. Carney (Chairperson),
Colvin, Garcia, Jackson and Maher.

        As described above, the compensation decisions regarding our executive officers, other than awards under our Plan, are made by SOG,
subject to the ability of our Audit Committee to review, verify and dispute the reasonableness of such compensation pursuant to procedures set
forth in the services agreement.

        None of our executive officers serves, or has served, during the last completed fiscal year, on the compensation committee or board of
directors of any other company that has one or more executive officers serving on our Compensation Committee or the Board.

 Nominating and Corporate Governance Committee

        Our Nominating and Corporate Governance Committee currently consists of a total of five directors, Messrs. Jackson (Chairperson),
Carney, Colvin, Garcia and Maher, each of whom the Board has determined to be an "independent director" as defined by the NYSE rules.

        Our Nominating and Corporate Governance Committee assists our Board in evaluating potential new members of the Board, recommends
committee members and structure, and advises the Board about corporate governance practices. The Nominating and Corporate Governance
Committee recommends to the entire Board candidates for nomination to the Board. The Nominating and Corporate Governance Committee
may also solicit ideas for possible candidates from a number of sources, including our executives, individuals personally known to members of
the Board and executive search firms.

        In evaluating candidates for director, the Nominating and Corporate Governance Committee seeks directors who will best represent the
long-term interests of our stockholders. The Nominating and Corporate Governance Committee's view is that all directors should possess the
highest personal and professional ethics, integrity and values. In evaluating the suitability of the candidates, the Nominating and Corporate
Governance Committee takes into consideration such factors as it deems appropriate. These factors may include, among other things, issues of
character, judgment, independence, age, expertise, diversity of experience, absence of conflicts of interest, length of service and other
commitments. The Nominating and Corporate Governance Committee evaluates these factors, among others, and considers each individual
candidate in the context of the current perceived needs of our Board as a whole and of any committees of the Board. Although we do not have a
formal diversity policy, the Nominating and Corporate Governance Committee does consider diversity in evaluating candidates for Board
membership. The Nominating and Corporate Governance Committee's objective in choosing candidates is to assemble membership for our
Board as a whole as well as any committees of the Board that represents diverse viewpoints that will guide the Company effectively in pursuit of
its strategic goals.
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        Although the Nominating and Corporate Governance Committee does not have a formal policy with regard to the consideration of any
director candidates recommended by stockholders, the Nominating and Corporate Governance Committee will consider recommendations from
stockholders of potential candidates for service on the Board. See "Stockholder Proposals" below for a description of the process by which
stockholders may nominate directors for consideration by the Nominating and Corporate Governance Committee.

        The Nominating and Corporate Governance Committee's responsibilities are set forth in its charter which was approved by the Board on
June 18, 2012 and is reviewed annually. The charter is available on our website at www.sanchezenergycorp.com. The information on our
website is not incorporated by reference into this Proxy Statement.

 Code of Business Conduct and Ethics

        The Board has adopted a Code of Business Conduct and Ethics applicable to our employees (including those employees of SOG that
provide services to us), directors and officers, in accordance with the applicable rules of the SEC and the corporate governance rules of the
NYSE. Any waiver of this code may be made only by our Board. In accordance with the rules of the SEC and the corporate governance rules of
the NYSE, we will provide any person, without charge and upon request, with a copy of our Code of Business Conduct and Ethics. Requests
should be directed to us at 1000 Main Street, Suite 3000, Houston, Texas 77002, Attention: Secretary. The Code of Business Conduct and Ethics
is also available on our website at www.sanchezenergycorp.com. The information on our website is not incorporated by reference into this Proxy
Statement. We will disclose any amendments to or waivers of the Code of Business Conduct and Ethics on our website at
www.sanchezenergycorp.com.

 Corporate Governance Guidelines

        The Board has adopted corporate governance guidelines in accordance with the corporate governance rules of the NYSE. In accordance
with the corporate governance rules of the NYSE, we will provide any person, without charge and upon request, with a copy of our corporate
governance guidelines. Requests should be directed to us at 1000 Main Street, Suite 3000, Houston, Texas 77002, Attention: Secretary. The
corporate governance guidelines are also available on our website at www.sanchezenergycorp.com. The information on our website is not
incorporated by reference into this Proxy Statement. We will disclose any amendments to the corporate governance guidelines on our website
www.sanchezenergycorp.com.

 AUDIT COMMITTEE REPORT

        The information contained in this Audit Committee Report and references in this Proxy Statement to the independence of the Audit
Committee members shall not be deemed to be "soliciting material" or to be "filed" with the SEC, nor shall such information be incorporated by
reference into any future filing under the Securities Act of 1933, as amended, or the Exchange Act, except to the extent that the Company
specifically incorporates such information by reference in such filing.

        During the last fiscal year, and in preparation for the filing with the SEC of the Company's Annual Report on Form 10-K for the year ended
December 31, 2015, the Audit Committee:

�
reviewed and discussed the Company's audited consolidated financial statements as of and for the year ended December 31,
2015 with management;

�
discussed with KPMG LLP ("KPMG"), the Company's independent registered public accounting firm, the matters required
to be discussed by the Public Company Accounting Oversight Board's Auditing Standard No. 16;
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�
received the written disclosures and the letter from KPMG required by applicable requirements of the Public Company
Accounting Oversight Board regarding the independent registered public accounting firm's communications with the Audit
Committee concerning independence, and discussed with KPMG its independence from the Company; and

�
based on the reviews and discussions referred to above, recommended to the Board that the audited consolidated financial
statements referred to above be included in the Company's Annual Report on Form 10-K for the year ended December 31,
2015.

        Notwithstanding the foregoing actions and the responsibilities set forth in the Audit Committee's charter, it is not the duty of the Audit
Committee to plan or conduct audits or to determine that the Company's consolidated financial statements are complete and accurate and in
accordance with generally accepted accounting principles. Management is responsible for the Company's financial reporting process and for the
preparation of consolidated financial statements in accordance with accounting principles generally accepted in the United States. The
independent registered public accountants are responsible for expressing an opinion on those financial statements. Audit Committee members
are not employees of the Company or accountants or auditors by profession. Therefore, the Audit Committee has relied, without independent
verification, on management's representation that the consolidated financial statements have been prepared with integrity and objectivity and in
conformity with accounting principles generally accepted in the United States and on the representations of the independent registered public
accountants included in their report on the Company's consolidated financial statements.

        The Audit Committee meets regularly with management and the independent auditors, including private discussions with the independent
registered public accountants, and receives the communications described above. Our considerations and discussions with management and the
independent registered public accountants do not assure that the Company's consolidated financial statements are presented in accordance with
generally accepted accounting principles or that the audit of the Company's consolidated financial statements has been carried out in accordance
with generally accepted auditing standards.

Audit Committee of
the Board of Directors of
Sanchez Energy Corporation
Gilbert A. Garcia, Co-Chairperson
Sean M. Maher, Co-Chairperson
T. Brian Carney, Member
Greg Colvin, Member
Alan G. Jackson, Member
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 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

        The following table sets forth certain information regarding the beneficial ownership of common stock as of April 1, 2016 by (i) each
person who is known by the Company to own beneficially more than 5% of the outstanding shares of common stock, (ii) each named executive
officer of the Company, (iii) each director of the Company and (iv) all directors and executive officers as a group. Unless otherwise noted, the
mailing address of each person or entity named below is 1000 Main Street, Suite 3000, Houston, Texas 77002.

Beneficial holders

Number of
shares

beneficially
held

Percentage of
beneficial

ownership(1)
5% Stockholders:
The Vanguard Group(2) 3,737,530 5.79%
Directors and Named Executive Officers:
A. R. Sanchez, Jr.(3) 6,228,993 9.65%
Antonio R. Sanchez, III(4) 2,601,288 4.03%
Christopher D. Heinson(5) 420,818 *
Michael G. Long(6) 300,410 *
G. Gleeson Van Riet 51,478 *
Eduardo A. Sanchez(7) 1,241,155 1.92%
Gilbert A. Garcia(8) 59,741 *
Greg Colvin(9) 44,141 *
Alan G. Jackson(10) 61,541 *
Sean M. Maher(11) 28,129 *
T. Brian Carney(12) 16,373 *
All directors and executive officers as a group (14 persons) 9,888,420 15.32%

*
Denotes less than 1% beneficially owned.

(1)
Based upon an aggregate of 64,546,513 shares outstanding as of April 1, 2016. Total shares outstanding includes shares of restricted
stock subject to forfeiture conditions.

(2)
According to a Schedule 13G/A, filed with the SEC on February 10, 2016, by The Vanguard Group ("Vanguard"), it has sole voting
power over 70,198 of these shares, shared voting power over 0 shares, sole dispositive power over 3,671,732 shares and shared
dispositive power over 65,798 shares. Vanguard's address is 100 Vanguard Boulevard, Malvern, Pennsylvania 19355.

(3)
Each of Sanexco, Ltd. ("Sanexco") and San Juan Oil & Gas No. 2, Ltd. ("San Juan") directly owns 707,333 of these shares. San Juan
and Sanexco are each controlled by their general partner, Sanchez Management Corporation, which is managed by A. R. Sanchez, Jr.
A. R. Sanchez, Jr. may be deemed to share voting and dispositive power over the shares of common stock held by each of San Juan
and Sanexco. A. R. Sanchez, Jr. disclaims beneficial ownership of the shares of common stock held by each of San Juan and Sanexco
except to the extent of his pecuniary interests therein.

879,472 of these shares are owned directly by SOG. SOG is managed by Antonio R. Sanchez, III and A. R. Sanchez, Jr. A. R.
Sanchez, Jr. may be deemed to share voting and dispositive power over the shares of common stock held by SOG. A. R. Sanchez, Jr.
disclaims beneficial ownership of the shares of common stock held by SOG except to the extent of his pecuniary interests therein.
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474,800 of these shares are owned directly by AEP Ltd. Partnership ("AEP"). AEP is controlled by its general partner, A. R. Sanchez,
Jr. A. R. Sanchez, Jr. may be deemed to share voting and dispositive power over the shares of common stock held by AEP.
A. R. Sanchez, Jr. disclaims beneficial ownership of the shares of common stock held by AEP except to the extent of his pecuniary
interests therein.

Sanchez 2016 GRAT No. 1 and Sanchez 2016 GRAT No. 2 (collectively, the "2016 Trusts"), directly owns 200,000 and 199,489
shares, respectively. A. R. Sanchez, Jr. is the sole trustee of the 2016 Trusts. A. R. Sanchez, Jr. disclaims beneficial ownership of the
shares of common stock held by each of the 2016 Trusts except to the extent of his pecuniary interests therein.

Each of the following trusts (the "Trusts") directly owns 371,836 of these shares, except 1988 Trust No. 13, which owns 175,036 of
these shares: (i) 1988 Trust No. 11: co-trustee/beneficiary Antonio R. Sanchez, III; (ii) 1988 Trust No. 12: co-trustee/beneficiary Ana
Lee Sanchez Jacobs; (iii) 1988 Trust No. 13: co-trustee/beneficiary Eduardo Sanchez; and (iv) 1988 Trust No. 14:
co-trustee/beneficiary Patricio Sanchez. A. R. Sanchez, Jr. is a co-trustee, along with the respective co-trustees and beneficiaries listed
next to the name of the Trust above, of each of the Trusts. A. R. Sanchez, Jr. may be deemed to share voting and dispositive power
over the shares of common stock held by each of the Trusts. A. R. Sanchez, Jr. disclaims beneficial ownership of the shares of
common stock held by each of the Trusts except to the extent of his pecuniary interests therein.

26,213 of these shares are owned directly by the Alicia M. Sanchez Charitable Lead Annuity Trust ("CLAT"). A. R. Sanchez, Jr. is the
sole trustee of CLAT. A. R. Sanchez, Jr. disclaims beneficial ownership of the shares of common stock held by CLAT except to the
extent of his pecuniary interests therein.

In addition to the shares over which he has shared voting and dispositive power, A. R. Sanchez, Jr. has sole voting and dispositive
power over 496,143 shares of common stock and 1,247,666 shares of restricted common stock.

(4)
879,472 of these shares are owned directly by SOG. SOG is managed by Antonio R. Sanchez, III and A. R. Sanchez, Jr. Antonio R.
Sanchez, III may be deemed to share voting and dispositive power over the shares of common stock held by SOG. Antonio R.
Sanchez, III disclaims beneficial ownership of the shares of common stock held by SOG except to the extent of his pecuniary interests
therein.

371,836 of these shares are owned directly by 1988 Trust No. 11. Antonio R. Sanchez, III is a co-trustee, along with A. R. Sanchez,
Jr., and beneficiary of 1988 Trust No. 11. Antonio R. Sanchez, III may be deemed to share voting and dispositive power over the
shares of common stock held by 1988 Trust No. 11. Antonio R. Sanchez, III disclaims beneficial ownership of the shares of common
stock held by 1988 Trust No. 11 except to the extent of his pecuniary interests therein.

In addition to the shares over which he has shared voting and dispositive power, Antonio R. Sanchez, III has sole voting and
dispositive power over 439,231 shares of common stock and 910,749 shares of restricted common stock.

(5)
Includes 345,001 shares of restricted common stock.

(6)
Share figure is according to an exit Form 4, filed with the SEC on May 14, 2015. In connection with Mr. Long's announced retirement,
the Company and Mr. Long entered into the Retirement Agreement, pursuant to which, among other things, Mr. Long's
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restricted stock awards were amended to accelerate their vesting such that they are fully vested as of the date hereof.

(7)
Includes 803,367 shares of restricted common stock.

175,036 of these shares are owned directly by 1988 Trust No. 13. Eduardo Sanchez is a co-trustee, along with A. R. Sanchez, Jr., and
beneficiary of 1988 Trust No. 13. Eduardo Sanchez may be deemed to share voting and dispositive power over the shares of common
stock held by 1988 Trust No. 13. Eduardo Sanchez disclaims beneficial ownership of the shares of common stock held by 1988 Trust
No. 13 except to the extent of his pecuniary interests therein.

(8)
Includes 19,841 shares of restricted common stock.

(9)
Includes 19,841 shares of restricted common stock and 18,600 shares are held in a margin account with Bank of America.

(10)
Includes 19,841 shares of restricted common stock.

(11)
Includes 19,841 shares of restricted common stock.

(12)
Includes 15,873 shares of restricted common stock.

 SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

        The executive officers and directors of the Company and persons who own more than 10% of the Company's common stock are required to
file reports with the SEC, disclosing the amount and nature of their beneficial ownership in common stock, as well as changes in that ownership.
Based solely on its review of reports and written representations that the Company has received, the Company believes that all required reports
were timely filed during 2015, with the following exception: Mr. Carney purchased 500 shares of our common stock on November 25, 2015;
however, the Form 4 covering these acquired shares was inadvertently filed late on December 1, 2015.

 TRANSACTIONS WITH RELATED PERSONS

        A "Related Party Transaction" is a transaction, arrangement or relationship in which we or any of our subsidiaries was, is or will be a
participant, the amount of which involved exceeds $120,000, and in which any related person (as defined below) had, has or will have a direct or
indirect material interest. Pursuant to the Company's related party transactions policy, a "related person" means:

�
any person who is, or at any time during the applicable period was, one of our executive officers or one of our directors or is
currently one of our nominees for director;

�
any person who is known by us to be the beneficial owner of more than 5% of our common stock;

�
any immediate family member of any of the foregoing persons, which means any child, stepchild, parent, stepparent, spouse,
sibling, mother-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law or sister-in-law of a director, director
nominee, executive officer or a beneficial owner of more than 5% of our common stock, and any person (other than a tenant
or employee) sharing the household of such director, director nominee, executive officer or beneficial owner of more than
5% of our common stock;

�
any entity in which any of the foregoing persons serves as an executive officer or principal or in a similar position, or, in the
case of a partnership, serves as a general partner or holds any position other than that of a limited partner;
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�
any entity in which any of the foregoing persons owns, together with all other foregoing persons, 10% or more of the equity
interest, or in the case of a partnership, 10% or more of an interest; or

�
any entity in which any of the foregoing persons is employed if (a) the person is directly involved in the negotiation of the
Related Party Transaction or will share or have primary responsibility at such entity for the performance of the Related Party
Transaction, or (b) the person's compensation from the entity is directly tied to the Related Party Transaction.

        On November 19, 2015, our Board updated our written related party transactions policy, the purposes of this policy are to identify, review,
assess and, if deemed appropriate, approve Related Party Transactions. Pursuant to our related party transactions policy, the Audit Committee
reviews all material facts of all Related Party Transactions and either approves or disapproves entry into the Related Party Transaction, subject
to certain limited exceptions. In determining whether the Related Party Transaction is fair to the Company, the Audit Committee takes into
account, among other factors, the following:

�
whether there are demonstrable business reasons for the transaction;

�
whether the transaction is material to the Company;

�
the benefits that accrue to the Company as a result of the transaction;

�
whether the transaction is on terms no less favorable than terms generally available to an unaffiliated third-party under the
same or similar circumstances;

�
the impact of the transaction on a director's independence (in the event the related person is a director, an immediate family
member of a director or an entity in which a director is a partner, stockholder or executive officer);

�
the extent of the related person's interest in the transaction;

�
the role the related person played in arranging the transaction;

�
the availability of other sources for comparable products or services;

�
whether it is a single transaction or a series of ongoing, related transactions; and

�
whether entering into the transaction would be consistent with the Code of Business Conduct and Ethics.

        Our related party transaction policy also requires that all Related Party Transactions required to be disclosed in our filings with the SEC be
so disclosed in accordance with applicable laws, rules and regulations. There were no Related Party Transactions since the beginning of our last
fiscal year that are required to be reported in "Transactions with Related Persons" where the procedures described above did not require review,
approval or ratification or where these procedures were not followed.

        Mr. Sanchez, Jr., our Executive Chairman of the Board, is a director and greater than 10% stockholder of International Bancshares
Corporation, the parent of IBC, which provides insurance brokerage services on a commission basis to the Company and its affiliates. For the
fiscal year ended December 31, 2015, the Company and its affiliates paid IBC commissions of approximately $206,000.
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        The description below of agreements with various members of the Sanchez Group and our directors and executive officers is a summary
and, with respect to each such agreement, is qualified by reference to the terms of the agreement, each of which was filed as an exhibit to our
2015 10-K. We encourage you to read the full text of these agreements. These agreements have been negotiated among affiliated parties and,
consequently, are not the result of arm's length negotiations. The prices
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and other terms of these agreements may be less favorable to us than those we could have obtained in arm's length negotiations with unaffiliated
third parties for similar services or under similar agreements.

        Concurrently with the closing of our initial public offering ("IPO"), we entered into a services agreement with SOG pursuant to which,
among other things, specified employees of SOG, including our executive officers, provide certain services to us with respect to our business
under the direction, supervision and control of SOG. Salaries and associated benefits of SOG employees are allocated to the Company based on
a fixed percentage that is reviewed quarterly and adjusted, if needed, based on a detailed analysis of actual time spent by the professional staff on
Company projects and activities. The services agreement also covers fees charged to us for our use of aircraft owned by SOG or other members
of the Sanchez Group. This fee is based on an hourly rate paid by the Company to SOG that we believe is comparable to aircraft usage fees in
arm's length transactions. General and administrative expenses such as office rent, utilities, supplies and other overhead costs, are allocated on
the same percentages as the SOG employee salaries. We reimburse SOG for the provision of services to us, including those provided by our
executive officers, at a price equal to SOG's cost of providing such services, including all direct costs and indirect administrative and overhead
costs (including the allocable portion of salary, bonus, incentive compensation and other amounts paid to persons that provide the services on
SOG's behalf) allocated in accordance with SOG's regular and consistent accounting practices, including for any such costs arising from
amounts paid directly by other members of the Sanchez Group on SOG's behalf or borrowed by SOG from other members of the Sanchez
Group, in each case in connection with the performance by SOG of services on our behalf. We also reimburse SOG for sales, use or other taxes,
or other fees or assessments imposed by law in connection with the provision of services to us (other than income, franchise or margin taxes
measured by SOG's net income or margin and other than any gross receipts or other privilege taxes imposed on SOG) and for any costs and
expenses arising from or related to the engagement or retention of third party service providers. For the year ended December 31, 2015, we
reimbursed SOG approximately $38.0 million for these expenses.

        In connection with the services agreement, we entered into a licensing agreement with SOG pursuant to which it granted to us a license to
the unrestricted proprietary seismic, geological and geophysical information related to our properties owned by SOG, and all such information
related to our properties not otherwise licensed to us is to be interpreted and used by SOG for our benefit under the licensing agreement. In
addition, also in connection with the services agreement, SOG entered into a contract operating agreement under which it agreed to develop,
manage and operate our properties or engage a responsible unaffiliated industry operator and joint owner for such development, management
and operation. No costs, fees or other expenses are payable by us under these agreements to the extent that they are included in the fee payable to
SOG under the services agreement. The licensing agreement and contract operating agreement terminate concurrently with the termination or
expiration of the services agreement.

        Under the services agreement, we are entitled to indemnification for certain liabilities, and are required to indemnify SOG and its affiliates
for certain liabilities. SOG is required to indemnify us for third party infringement or misappropriation claims relating to the services performed
by SOG or the data or other information provided to us or used by SOG in connection with the services, the licensing agreement or our
operations based on the services provided by SOG. We, on the other hand, are otherwise required to indemnify SOG and its affiliates from
liabilities relating to the services or products provided to us by SOG or our agreements with SOG, to the extent not directly caused by the gross
negligence or willful misconduct of SOG or its affiliates. The initial term of the services agreement is five years. The term automatically extends
for additional 12-month periods unless either party provides 180 days written notice otherwise prior to the expiration of the applicable 12-month
period. Either party may terminate the agreement at any time upon 180 days written notice.
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        Patricio Sanchez and Ana Lee Sanchez Jacobs, each an immediate family member of our President, Chief Executive Officer and the
Executive Chairman of our Board, collectively with Messrs. Sanchez, Jr., Sanchez, III and Eduardo Sanchez, either directly or indirectly, own a
majority of the equity interests of SOG. In addition, Antonio R. Sanchez, Jr. is a member of the board of directors of SOG, and Messrs. Sanchez,
Jr., Sanchez, III, Eduardo Sanchez and Patricio D. Sanchez as well as Ms. Ana Lee Sanchez Jacobs are officers of SOG.

        In connection with our Contribution, Conveyance and Assumption Agreement with SEP I, pursuant to which SEP I contributed 100% of its
limited liability company interests in SN Palmetto, LLC (formerly known as SEP Holdings III, LLC) to us in exchange for a cash payment of
$50 million and the issuance by us of 22,090,909 shares of our common stock, and the closing of our IPO, we entered into a registration rights
agreement with SEP I. Following the distributions in June 2012 and September 2012 of substantially all of our common stock that it held, SEP I
assigned the rights under the registration rights agreement related to the shares that it distributed, to the extent that the shares constituted
"Registrable Securities" (as defined in the registration rights agreement), including with respect to the shares distributed to SEP Management,
SOG, San Juan and Sanexco. As an original party to the registration rights agreement, SEP I remains entitled to the benefits of this agreement to
the extent that it continues to hold Registrable Securities. Under the registration rights agreement, persons holding Registrable Securities have
certain demand, piggyback and Form S-3 registration rights relating to the resale of Registrable Securities pursuant to which we are required to
use our best efforts to effect the registration of such Registrable Securities on the applicable form or to include such Registrable Securities in
such registration or offering on the same terms and conditions as such other securities being registered, as applicable. These registration rights
are subject to conditions and limitations, including the total number of demand registrations that we are required to effect, the right of the
managing underwriter or underwriters to limit the number of shares to be included in a registration and our right to delay or withdraw a
registration statement under specified circumstances. We are to pay all expenses relating to any demand, piggyback or Form S-3 registration,
except for any underwriter or brokers' discounts or commissions. We also agreed to indemnify the holders of Registrable Securities with respect
to certain liabilities under the securities laws in connection with registrations pursuant to the registration rights agreement.

        In connection with the appointment of our executive officers and directors, we entered into indemnification agreements with each of our
directors and executive officers. These indemnification agreements require us to, among other things, indemnify these individuals against certain
liabilities that may arise in connection with their status or service as one of our directors or executive officers or in their capacity at other
specified entities at which they serve at our request and to advance their expenses incurred as a result of any proceeding for which they may be
entitled to indemnification. These indemnification agreements are intended to provide indemnification rights to the fullest extent permitted under
the Delaware General Corporation Law (the "DGCL") and are in addition to any other rights these individuals may have under our
organizational documents or applicable law.

Tuscaloosa Marine Shale Transactions

        In August 2013, we acquired rights to approximately 40,000 net undeveloped acres in what we believe to be the core of the TMS (the
"TMS Transaction") for cash and shares of our common stock plus an initial 3 gross (1.5 net) well drilling carry (the "Initial Well Carry"). In
connection with the TMS Transaction, we established an Area of Mutual Interest ("AMI") in the TMS with SR, a subsidiary of our affiliate
Sanchez Resources, which transaction included a carry on drilling costs for up to 6 gross (3 net) wells. Patricio Sanchez and Ana Lee Sanchez
Jacobs, each an immediate family member of our President, Chief Executive Officer and the Executive Chairman of our Board, collectively with
Messrs. Sanchez, Jr., Sanchez, III and Eduardo Sanchez, either directly or indirectly, own a majority of the equity interests of Sanchez
Resources. Sanchez Resources is managed by our President,
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Eduardo Sanchez. In addition, Mr. Long, Ms. Hink, Mr. Heinson and Mr. Van Riet own 50, 15, 65 and 15 units of phantom equity in Sanchez
Resources, respectively.

        As part of the transaction, we acquired our working interests in the AMI owned at closing from three sellers (two third parties and SR)
resulting in our owning an undivided 50% working interest across the AMI through the TMS.

        Total consideration for the transactions consisted of approximately $70 million in cash and the issuance of 342,760 common shares of the
Company, valued at approximately $7.5 million. The total cash consideration provided to SR, an affiliate of the Company, was $14.4 million,
before consideration of any well carries. The acquisitions were accounted for as the purchase of assets at cost at the acquisition date. We also
committed, as a part of the total consideration, to carry SR for its 50% working interest in the Initial Well Carry with an option to drill an
additional 6 gross (3 net) TMS wells ("Additional Wells") within the AMI. In August 2015, after completing the Initial Well Carry, the
Company signed an agreement with SR whereby the Company paid SR approximately $8 million in lieu of drilling the remaining two
Additional Wells (the "Buyout Agreement"). The Buyout Agreement stipulates that the Company has earned full rights to all acreage stated in
the TMS Transaction and terminated any future well carry commitments.

Transactions with SPP

        Antonio R. Sanchez, III, the son of Antonio R. Sanchez, Jr. and brother of Eduardo Sanchez and Patricio D. Sanchez, is the Company's
Chief Executive Officer and is a member of the board of directors of both the Company and of SPP GP. Patricio D. Sanchez is the chief
operating officer of SPP and director of SPP GP. Mr. Eduardo Sanchez is also a member of the board of directors of SPP GP. Messrs. Sanchez,
Jr., Sanchez, III, Patricio Sanchez and Eduardo Sanchez all directly or indirectly own certain equity interests in the Company and SPP.
Messrs. Sanchez, Jr., Sanchez, III, Patricio Sanchez and Eduardo Sanchez beneficially own approximately 5.9%, 3.6%, 2.4% and 2.4%,
respectively, in SPP equity interests.

        Mr. Hill, the Company's Interim Chief Financial Officer, served as Senior Vice President, Investor Relations for SPP and Treasurer,
Assistant Secretary, and Vice President, Risk Management of SPP GP, which position he was elected to in March 2015. In addition, Mr. Hill
beneficially owns less than 1% in SPP equity interests. Ms. Hink, the Company's Senior Vice President and Chief Accounting Officer, also
serves as SPP's Chief Accounting Officer. Ms. Hink beneficially owns less than 1% in SPP equity interests.

a)    Wellbore Working Interest Purchase and Sale Agreement

        On March 31, 2015, we completed our disposition to a subsidiary of SPP of escalating amounts of partial working interests in 59 wellbores
located in Gonzales County, Texas (the "Palmetto Disposition") for an adjusted sales price of approximately $83.4 million. The effective date of
the transaction was January 1, 2015. The aggregate average working interest percentage initially conveyed was 18.25% per wellbore and, upon
January 1 of each subsequent year after the closing, the purchaser's working interest will automatically increase in incremental amounts
according to the purchase agreement until January 1, 2019, at which point the purchaser will own a 47.5% working interest and we will own a
2.5% working interest in each of the wellbores. We received consideration consisting of approximately $83.0 million (approximately
$81.4 million as adjusted) cash and 1,052,632 common units of SPP (the "SPP Common Units") valued at approximately $2.0 million as of the
date of the closing. These SPP Common Units were later sold back to SPP in October 2015 as part of the Western Catarina Midstream
Divestiture described below.
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b)    Midstream Transaction

        On October 14, 2015, the Company and SN Catarina, LLC, a wholly-owned subsidiary of the Company ("SN Catarina"), completed the
sale of SN Catarina's interests in Catarina Midstream, LLC, a wholly-owned subsidiary of SN Catarina ("Catarina Midstream"), which as of the
closing included certain midstream gathering lines and associated assets and interests located in Dimmit County and Webb County, Texas and
105,263 SPP Common Units to SPP for an adjusted purchase price of $345.8 million in cash (the "Western Catarina Midstream Divestiture").
In connection with the closing of the Western Catarina Midstream Divestiture, SN Catarina and Catarina Midstream entered into a Firm
Gathering and Processing Agreement (the "Gathering Agreement") on October 14, 2015 for an initial term of 15 years under which production
from approximately 35,000 acres in Dimmit County and Webb County, Texas will be dedicated for gathering by Catarina Midstream. In
addition, for the first five years of the Gathering Agreement, SN Catarina will be required to meet a minimum quarterly volume delivery
commitment of 10,200 barrels per day of crude oil and condensate and 142,000 Mcf per day of natural gas, subject to certain adjustments. SN
Catarina will be required to pay gathering and processing fees of $0.96 per barrel for crude oil and condensate and $0.74 per Mcf for natural gas
that are tendered through the gathering system, in each case, subject to an annual escalation for a positive increase in the consumer price index.
In addition, SN Catarina has, under certain circumstances, a right of first refusal during the term of the agreement and afterwards with respect to
dispositions by Catarina Midstream of its ownership interest in the gathering system.

        As of December 31, 2015, the Company had a net payable to SPP of approximately $4.4 million that consists primarily of the December
2015 accrual for fees associated with the Gathering Agreement.

 ITEM TWO.    AMENDMENT OF THE COMPANY'S SECOND AMENDED AND RESTATED 2011 LONG TERM INCENTIVE
COMPENSATION PLAN

 Summary of the Proposal

        Our Board has unanimously approved, subject to approval by our stockholders, the Plan Amendment. As described below, the Plan
Amendment increases the number of shares available for awards under the Plan and extends the term of the Plan until May 24, 2026. Our Board
believes that the continued effectiveness of the Plan as a tool to attract and retain talent is critical to our long-term goal of building stockholder
value and recommends approval of the Plan Amendment by our stockholders.

        As of the record date, the number of shares available for delivery with respect to awards under the Plan was 2,836,777 shares. Shares
withheld to satisfy tax withholding obligations or to pay the exercise price of an award are not considered to be delivered under the Plan. If an
award is forfeited, canceled, exercised, paid or otherwise terminates or expires without the delivery of shares, the shares subject to such award
are then available for new awards under the Plan. The maximum number of shares deliverable under the Plan also automatically increases after
any issuance of additional shares of common stock by 15% of such issuance, unless our Board or an authorized committee thereof determines to
increase the maximum number of shares of common stock deliverable under the Plan by a lesser amount. This automatic increase provision of
our Plan is effective only upon the issuance of additional shares by us (for example, through a common stock offering) and additional shares are
not added to the Plan upon the occurrence of other events such as the ending of the current fiscal year, the beginning of a new fiscal year or the
passage of time.

        For the reasons explained below, our Board believes that the number of shares that may be delivered pursuant to awards under the Plan
should be increased by 5 million additional shares. After giving effect to the Plan Amendment, the number of shares available for awards under
the Plan would have been 17,239,790 shares (this figure includes shares currently subject to outstanding awards as well as shares that may be
granted pursuant to future awards) as of the record date. As of the record date,
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9,403,013 shares of restricted stock, including performance accelerated restricted shares, had been granted under the Plan. The closing market
price of our common stock as of the record date was $5.07 per share, as reported on the NYSE.

 Rationale for the Plan Amendment and Why Our Board Recommends that You Vote for Its Approval

The Board Believes a Fixed Increase in the Number of Shares Authorized Under the Plan is in the Best Interests of Our
Stockholders Due to the Impact Employee Retention has on Performance

        Our operating environment in 2015 was characterized by significant commodity price volatility, distress in the capital markets, and
considerable uncertainty with respect to the future of our industry. While we believe we are well situated to navigate today's challenging
environment and prosper in the years ahead, we know that our ability to do so will be contingent upon our success in attracting and retaining key
employees with experience and skill sets that fit our culture and corporate strategy.

        Our 2015 results were driven by a team focused on financial discipline and operating efficiencies. At Catarina, our most active area of
development in 2015, we achieved a 40% improvement in EUR and a reduction in average well cost from $8.8 million when we acquired the
asset in 2014 to $3.5 million in 2015, a savings of approximately 60% per well, on average, in less than two years. As a result of these
aggressive cost savings, we successfully increased production with less capital spending than originally planned for 2015. This allowed us to exit
2015 with liquidity of $735 million, including $435 million in cash. For 2016, our capital budget is expected to range between $200 million and
$250 million, a reduction of approximately 60% when compared to 2015 capital spending levels, which we anticipate we will fund with
available cash and cash flow from operations. Our forecast production of between 48,000 and 52,000 BOE/D in 2016 represents no material
change when compared to 2015 production, despite significantly lower capital spending.

        Our ability to achieve strong operating and financial results is a function of the team we have assembled, which has experience in
commodity down cycles like the one we face today, and the incentives we use to promote performance at all levels of our organization. In
today's more challenging environment, fully trained and qualified individuals are increasingly in demand by our competitors, including peers
and start-up companies, many of which are backed by private equity firms looking to capitalize on industry conditions, commodity price
volatility, financial distress, and uncertainty. Competitive compensation packages, which include a combination of cash and equity
compensation under the Plan, we believe are essential to our efforts to attract and retain key employees that are capable of driving our operating
and financial results.

Absent a Fixed Increase in the Number of Shares Authorized Under the Plan the Number of Shares Available to Attract and
Retain Key Employees May Be Limited

        In light of the current price of our common stock relative to recent historical levels, we do not currently believe that the issuance of
additional shares of our common stock in potentially dilutive capital markets transactions is attractive to us or in the best interests of our
stockholders in the near term, although we expect to continue to consider issuing additional shares in connection with opportunistic acquisitions
on a case-by-case basis. As a result (and except in the case of share issuances in connection with such opportunistic acquisitions), we do not
believe that the automatic increase provisions of the Plan will be effective in providing us with the flexibility that we need to properly fashion
competitive compensation packages for eligible participants under the Plan while allowing us to preserve cash and maintaining the desired level
of financial flexibility.

        We also believe that the availability of alternative sources of capital to us, such as our recently completed transactions with SPP, may
reduce our need to access external capital markets. In 2015, we successfully raised approximately $430 million in cash through the sale of two
assets to SPP. Our strategic relationship with SPP, together with an extensive inventory of assets suitable for the master
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limited partnership model that may be opportunistically divested, provides a valuable source of potential capital and liquidity in the years ahead.
Our ability to enhance liquidity without accessing external capital markets may limit future increases in the number of additional shares of
common stock available for awards under the Plan pursuant to the automatic increase provisions of the Plan as such increases would be
contingent upon the future issuance of shares of our common stock.

Equity Incentive Awards Are Critical to Long-Term Stockholder Value Creation

        As discussed in the "Compensation Discussion & Analysis" section of this Proxy Statement, long-term equity-based incentive awards are
central to our compensation philosophy and constitute a significant portion of our named executive officers' total compensation. Our Board and
our Compensation Committee believe that our ability to grant equity incentive awards to new and existing executive officers, directors, our
employees and those of our subsidiaries and Sanchez Group Members (as defined in the Plan) who provide services to us and eligible
consultants has helped us to attract, retain and motivate professionals with superior ability, experience and leadership capability. We have
historically issued restricted stock to these persons under the Plan, as our Board and Compensation Committee believe it aligns their interests
with that of our stockholders, encourages retention and promotes actions that result in long-term stockholder value creation. We believe we must
continue to offer a competitive equity compensation plan in order to attract, retain and motivate the industry-leading talent imperative to our
continued growth and success. In addition, as we selectively add to our management team, we intend to continue to use equity incentive grants to
attract and retain the best candidates and want to insure that we have sufficient shares available for awards under the Plan to achieve this goal.

Equity Incentive Awards Helps Us to Maintain Maximum Financial Flexibility

        Liquidity is important to our business, as it provides the resources needed to manage through the current down cycle and to capitalize on
new opportunities emerging from distress in the marketplace. In 2015, we executed a focused and disciplined strategic plan that allowed us to
exit the year with total liquidity of $735 million, providing considerable resources to execute the Company's strategic plans in the years ahead.
Our Board and Compensation Committee believe that compensation in the form of equity incentive awards under the Plan, in lieu of cash
awards, will allow the Company to better manage its liquidity and maintain financial flexibility while still allowing us to provide competitive
compensation packages needed to attract and retain key employees.

        For the reasons described above, our Board believes that the number of shares of common stock currently available for issuance under the
Plan is insufficient and, after careful deliberation, our Board has adopted the Plan Amendment, subject to stockholder approval, pursuant to
which the number of shares that could be delivered pursuant to awards under the Plan would be increased by 5 million additional shares.
Longnecker & Associates, an independent compensation consulting firm, was consulted in connection with the adoption of the Plan Amendment
and advised the Compensation Committee and the Board that the 5 million share increase under the Plan was in the best interest of the Company
and its stockholders. Following the adoption of the Plan Amendment, the maximum number of shares deliverable under the Plan also
automatically increases after each issuance of additional shares of common stock by 15% of such issuance, unless our Board determines to
increase the maximum number of shares of common stock deliverable under the Plan by a lesser amount. However, our Board believes that
potentially dilutive capital markets transactions are not in the best interest of the company or its stockholders and any potential acquisitions
would need to be reviewed on case-by-case basis, thus potentially limiting the utility of the automatic increase provisions of the Plan.
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Consequences of Failing to Approve the Plan Amendment

        Failure of the Company's stockholders to approve this proposal will not affect the rights of existing award holders under the Plan or under
any previously granted awards under the Plan. However, the Company would be required to reevaluate its compensation structure since adequate
shares may not be available for equity award grants in the near future.

 Summary of the Plan

        The principal terms and provisions of the Plan, as proposed to be amended by the Plan Amendment, are summarized below. The summary,
however, is not intended to be a complete description of all the terms of the Plan and is qualified in its entirety by reference to the complete text
of the Plan, as proposed to be amended and restated, which is included in Appendix A to this Proxy Statement, in which we have shown the
changes resulting from the proposed Plan Amendment, with deletions indicated by strikeouts and additions indicated by underlining. If the
5 million additional shares are approved for the Plan, we will register those shares on a Form S-8.

Administration

        The Plan authorizes the Board, or a committee appointed by the Board (the "Plan Administrator"), to grant options, stock appreciation
rights, restricted stock, phantom stock, other stock-based awards or stock awards, or any combination thereof. The Plan is administered by the
Plan Administrator, who will select the recipients of any awards, determine the number of shares covered thereby, and, subject to the terms and
limitations expressly set forth in the Plan, establish the terms, conditions and other provisions of the grants.

Shares Available for Issuance

        As of the record date, the number of shares available for delivery pursuant to awards under the Plan was 2,836,777 shares. Shares withheld
to satisfy tax withholding obligations or to pay the exercise price of an award are not considered to be delivered under the Plan. In addition, if an
award is forfeited, canceled, exercised, paid or otherwise terminates or expires without the delivery of shares, the shares subject to such award
are then available for new awards under the Plan. There is no limitation on the number of awards that may be paid in cash. The maximum
number of shares deliverable under the Plan also automatically increases after any issuance of additional shares of common stock by 15% of
such issuance, unless the Plan Administrator determines to increase the maximum number of shares of common stock deliverable under the Plan
by a lesser amount. This automatic increase provision of our Plan is effective only upon the issuance of additional shares by us (for example,
through a common stock offering) and additional shares are not added to the Plan upon the occurrence of other events such as the ending of the
current fiscal year, the beginning of a new fiscal year or the passage of time. For the reasons explained above, our Board believes that the
number of shares that may be delivered pursuant to awards under the Plan should be increased by 5 million additional shares of our common
stock. After giving effect to the Plan Amendment, the number of shares available for delivery pursuant to awards under the Plan would have
been 7,836,777 shares (this figure only includes shares that may be granted pursuant to future awards) as of the record date. As of record date,
9,403,013 shares of restricted stock had been granted under the Plan, including performance accelerated restricted shares.

        With respect to any "equity restructuring" event that could result in an additional compensation expense to the Company pursuant to the
provisions of FASB ASC Topic 718, if adjustments to awards with respect to such event were discretionary, the Plan Administrator shall
equitably adjust the number and kind of shares and the terms and conditions, including price per share and performance criteria (if any), subject
to the outstanding awards to equitably reflect such restructuring event and shall adjust the number and type of common shares (or other
securities or property) with respect to which awards may
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be granted after such event. With respect to any other similar event that would not result in a FASB ASC Topic 718 accounting charge if the
adjustment to awards with respect to such event were subject to discretionary action, the Plan Administrator has discretion to adjust awards.

Eligibility

        Awards may be made to any director or consultant of the Company or any employee of the Company, a subsidiary of the Company or a
Sanchez Group Member who provides services to the Company or a subsidiary of the Company. As of the record date, there were approximately
210 employees of the Sanchez Group Members providing services to the Company and its subsidiaries, five non-employee advisors and five
non-employee directors eligible to participate in the Plan.

Types of Awards

        Under the terms of the Plan, the Plan Administrator can grant any of the following awards, or a combination thereof.

        Stock Options.    A stock option is a right to buy a specified number of shares of our common stock at a specified exercise price during a
specified period of time. The Plan Administrator will set option exercise prices and terms, except that, subject to certain exceptions, the exercise
price of an option must be at least 100% of the fair market value of the common stock subject to that option on the date of grant. At the time of
grant, the Plan Administrator in its sole discretion will determine when stock options are exercisable, how the exercise price will be paid and
when the options expire. The Plan does not provide for incentive stock options (options that are qualified under Section 422 of the Code); all
stock option awards under the Plan will be nonqualified stock options.

        Stock Appreciation Rights.    A stock appreciation right is an award of the right at some specified time in the future to receive a payment
equal to the appreciation in the value of a certain number of shares of common stock. The Plan Administrator will set stock appreciation right
strike prices and terms, except that, subject to certain exceptions, the strike price of a stock appreciation right must be at least 100% of the fair
market value of the common stock subject to that stock appreciation right on the date of grant. At the time of grant, the Plan Administrator in its
sole discretion will determine when stock appreciation rights are exercisable and when they expire. In general, a stock appreciation right is
settled in common stock, cash, or a combination thereof. Upon exercise of a stock appreciation right, the holder is entitled to receive an amount
equal to the number of shares of common stock subject to the stock appreciation right that are being exercised multiplied by the excess, if any, of
the fair market value of one share of common stock on the exercise date over the strike price, less any applicable withholdings.

        Restricted Stock.    Restricted stock is common stock that is subject to forfeiture if certain conditions are not met. At the time of grant and
as will be set forth in the award agreement, the Plan Administrator determines when and the conditions under which the restricted stock may
become vested or forfeited, and the restricted stock will remain nontransferable and forfeitable until such time. The Plan Administrator may
provide for accelerated vesting upon the death or disability of the holder, the achievement of specified performance goals or other events. To the
extent provided by the Plan Administrator, a grant of restricted stock may provide that dividends paid with respect to the shares will be subject
to the same forfeiture and other restrictions as the restricted stock.

        Phantom Stock.    Phantom stock is an award of notional shares that upon vesting entitles the holder to receive common stock or an amount
of cash equal to the fair market value of such common stock, as determined by the Plan Administrator. Phantom stock may also be subject to
forfeiture if certain conditions are not met. At the time of grant and as will be set forth in the award agreement, the Plan Administrator
determines when and the conditions under which the phantom stock may
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become vested or forfeited, and the phantom stock will remain nontransferable and forfeitable until such time. The Plan Administrator may
provide for accelerated vesting upon the death or disability of the holder, the achievement of specified performance goals or other events.

        Other Stock-Based Awards.    Other stock-based awards are awards denominated or payable in, valued in or otherwise based on or related
to shares of common stock, in whole or in part, that the Plan Administrator may issue, either alone or in tandem with other awards, under such
terms and conditions as the Plan Administrator may determine. Upon vesting, other stock-based awards may be paid in cash, shares of common
stock (including restricted stock) or any combination thereof as set forth in the applicable award agreement.

        Stock Awards.    A stock award is a grant of a share of common stock that is not subject to forfeiture.

Amendment and Termination of the Plan

        The Board may amend, alter, suspend, discontinue or terminate the Plan, except that if any applicable statute, rule or regulation requires
stockholder approval with respect to any amendment of the Plan, then to the extent so required, stockholder approval will be obtained. The Plan
terminates on May 24, 2026 unless earlier terminated by the Board or unless all shares available under the Plan have been issued.

 Federal Income Tax Consequences

        The following is a general summary of the material U.S. federal income tax consequences to the Company and to recipients of certain
awards under the Plan. The summary is based on the Code and the U.S. Treasury regulations promulgated thereunder in effect as of the date of
this Proxy Statement, all of which may change with retroactive effect. The summary is not intended to be a complete analysis or discussion of all
potential tax consequences that may be important to recipients of awards under the Plan. Recipients should consult with their personal tax
advisors regarding individual circumstances and the tax consequences associated with receiving awards under the Plan.

        Nonqualified Stock Options.    In general, a recipient will not have any income at the time a nonqualified stock option is granted, nor will
the Company be entitled to a deduction at that time. When a nonqualified stock option is exercised, the recipient generally will recognize
ordinary income (whether the option price is paid in cash or by surrender of shares of common stock) in an amount equal to the excess of the fair
market value of the shares to which the option exercise pertains over the option price.

        Stock Appreciation Rights.    In general, a recipient will not have any income at the time a stock appreciation right is granted, nor will the
Company be entitled to a deduction at that time. When a stock appreciation right is exercised, the recipient generally will recognize ordinary
income in an amount equal to any cash and/or the fair market value of any shares of common stock received.

        Restricted Stock.    A recipient generally will not recognize any income at the time an award of restricted stock is granted. Instead, the
recipient will recognize ordinary income at the time of vesting or payout in an amount equal to the fair market value (on the vesting or payout
date) of the shares or cash received minus any amount paid. However, pursuant to Section 83(b) of the Code, the recipient can file an election
with the Internal Revenue Service to immediately recognize income upon the grant of the restricted stock award in an amount equal to the fair
market value on the grant date minus any amount paid. Any subsequent gain or loss recognized upon disposition of shares vested pursuant to a
restricted stock award by a recipient who made an effective 83(b) election will be either long or short term capital gain or loss depending on the
holding period.
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        Phantom Stock.    A recipient generally will not recognize any income at the time an award of phantom stock is granted. Instead, the
recipient will recognize ordinary income at the time of payout or the subsequent lapse of any restrictions, depending on the nature of the
restrictions, if any, imposed on the shares. The income will be in an amount equal to the fair market value (on the payout date or date the
restrictions lapse, if applicable) of the shares or cash received. Tax consequences may vary depending on the terms of the phantom stock award.

        Other Stock-Based Awards and Stock Awards.    Assuming the other stock-based award or stock award is unrestricted, the recipient will be
taxed on the other stock-based award or stock award in the year in which he or she received the award. The recipient will be taxed on the
aggregate fair market value of the shares of common stock distributed.

        Income Tax Consequences to the Company.    The Company generally will be entitled to a tax deduction in connection with an award under
the Plan in an amount equal to the ordinary income realized by a participant and at the time the participant recognizes such income, provided
that the deduction is not disallowed by Section 162(m) of the Code or otherwise limited by the Code.

 Equity Compensation Plan Information

        The following table sets forth certain information as of December 31, 2015 regarding the Plan, which is the Company's only equity
compensation plan, and does not take into account any of the additional shares that are being requested pursuant to this Item 2.

Plan Category

Number of
Securities to

be Issued
Upon

Exercise of
Outstanding

Options,
Warrants, and

Rights

Weighted-Average
Exercise Price of

Outstanding
Options,

Warrants and
Rights

Number of Securities
Remaining Available for
Future Issuance Under
Equity Compensation

Plans (Excluding
Securities

Reflected in Column (A))
(A) (B) (C)

Equity compensation plans approved by security holders � N/A 5,242,056
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