Chesapeake Energy Corporation
Annual Report 2002

Celebrating Our Tenth Year



| Chesapeake 2002 Annual Report

Chesapeake Overview

We are the 8th largest We are the largest
U.S. independent gas gas producer in the
producer, with average Mid-Continent, the
daily gas equivalent third-largest gas supply
production of more than region in the country
640 million cubic feet
estimated for 2003 We have proven
expertise in developmental
We are highly profitable, drilling, in deep gas
expecting to generate exploration and in
$200 million of net acquiring high-quality,
income to common under-exploited
shareholders and $700 producing properties

million of cash flow from
operations in 2003
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During our 10-year
history as a public
company, Chesapeake’s
stock price has been
the #2 performer in
the industry; up
approximately 500%

We continue to improve
our balance sheet, with
shareholders” equity
increasing in 2002 by
$140 million

We have high-quality,
geographically-focused
assets with the lowest
operating costs
in our peer group

Our management
team’s commitment
to building shareholder
value is ensured by a
29 million share
equity stake
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Year Ended December 31,

Financial Data ( in thousands, except per share data) 2000

0il and gas sales $ 655,454 $735,529 $ 470,170 $ 280,445 $ 256,887
Risk management income (loss) (88,018) 84,789 — — —
0il and gas marketing sales 170,315 148,733 157,782 74,501 121,059

Total revenues 731,751 969,051 627,952 354,946 377,946
Production expenses 98,191 75,374 50,085 46,298 51,202
Production taxes 30,101 33,010 24,840 13,264 8,295
General and administrative 17,618 14,449 13,177 13,477 19,918
0il and gas marketing expenses 165,736 144,373 152,309 71,533 119,008
Oil and gas depreciation, depletion and amortization 221,189 172,902 101,291 95,044 146,644
Depreciation and amortization of other assets 14,009 8,663 7,481 7810 8,076
Impairment of oil and gas properties — — — — 826,000
Impairment of other assets — = = = 55,000

Total operating costs 546,844 448,771 349,183 247,426 1,234,143

Income (loss) from operations 190,907 520,280 278,769 107,520 (856,197)
Other income (expense):

Interest and other income 7,340 2877 3,649 8,562 3,926

Interest expense (111,280) (98,321) (86,256) (81,052) (68,249)

Loss on investment in Seven Seas Petroleum securities (17,201 — — — —

Loss on repurchases of Chesapeake debt (2,626) — — — (13,334)

Impairments of investments in securities — (10,079) — — —

Gain on sale of Canadian subsidiary — 27,000 — = =

Gothic Energy standby credit facility costs — (3,392) — — —

Total other income (expense) (123,767) (81,915) (82,607) (72,490) (77,657)
Income (loss) before income taxes and extraordinary item 67,140 438,365 196,162 35,030 (933,854)
Provision (benefit) for income taxes 26,854 174,959 (259,408) 1,764 —
Income (loss) before extraordinary item 40,286 263,406 455,570 33,266 (933,854)
Extraordinary item:

Loss on early extinguishment of debt, net of applicable income taxes — (46,000) — — —
Net income (loss) 40,286 217,406 455,570 33,266 (933,854)
Preferred stock dividends (10,117) (2,050) (8,484) (16,711) (12,077
Gain on redemption of preferred stock — — 6,574 — —
Net income (loss) available to common shareholders $30,169 §$ 215,356 $ 453,660 $ 16,555 $(945,931)
Earnings (loss) per common share — basic:

Income (loss) before extraordinary item $0.18 $1.61 $352 $0.17 $(9.83)

Extraordinary item — (0.28) — — (0.14)
Net income (loss) $0.18 $1.33 $3.52 $0.17 $(9.97)
Earnings (loss) per common share — assuming dilution:

Income (loss) before extraordinary item $017 $151 $3.01 $0.16 $(9.83)

Extraordinary item — (0.26) — — (0.14)
Net income (loss) $0.17 $1.25 $3.01 $0.16 $(9.97)
Cash dividends declared per common share $0.06 § — § — § — $ 004
Other Financial Data ($ in thousands)

Cash flow from operations $432,531 §$ 553,737 $314,640 $ 145,022 $ 94,639
Balance sheet data (at end of period):

Total assets $ 2,875,608 $ 2,286,768 $ 1,440,426 $ 850,533 $812,615

Long-term debt, net of current maturities 1,651,198 1,329,453 944,845 964,097 919,076

Stockholders' equity (deficit) 907,875 767,407 313,232 (217,544) (248,568)
Operating Data (s n thousands)

Oil reserves (mbbls) 37,587 30,093 23,797 24,795 22,593
Gas reserves (mmcf) 1,979,601 1,599,386 1,212,033 1,056,826 955,791
Reserves in equivalent thousand barrels 367,521 296,658 225,802 200,933 181,891
Reserves in equivalent million cubic feet 2,205,125 1,779,946 1,354,813 1,205,595 1,091,348
Future net revenues discounted at 10% $3,717,645 $ 1,646,667 $ 6,046,028 $ 1,089,496 $ 660,991
Future net revenues undiscounted $ 6,758,869 $ 2,966,032 $10,702,974 $1,891,175 $ 1,208,641
Qil price used in reserve report (per bbl) $30.18 $18.82 $26.41 $24.72 $10.48
Gas prices used in reserve report (per mcf) $4.28 $251 $10.12 $225 $168
0il production (mbbls) 3,466 2,880 3,068 4147 5,976
Gas production (mmcf) 160,682 144171 115,771 108,610 94,421
Production in equivalent thousand barrels 30,246 26,909 22,363 22,249 21,713
Production in equivalent million cubic feet 181,478 161,451 134,179 133,492 130,277
Average oil sales price (per bbl) $25.22 $26.92 $26.39 $16.01 $12.70
Average gas sales price (per mcf) $354 $456 $3.36 $1.97 $1.92
Average gas equivalent sales price (per mcfe) $3.61 $4.56 $3.50 $2.10 $1.97
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Letter to Shareholders

The cover to this year’s Annual Report makes clear that
Chesapeake celebrated its tenth anniversary as a public
company in 2002. Despite experiencing extremely
volatile oil and natural gas prices during the past ten
years, Chesapeake has grown from litde more than a
start-up to become the eighth largest independent
natural gas producer in the U.S. Along the way,
Chesapeake has delivered a total return to shareholders
of 482%, a Compounded Annual Growth Rate
(CAGR) of 20%.

We are especially proud that many of Chesapeake’s
operational results in 2002 were its best ever. The com-
pany ended 2002 with 2.2 trillion cubic feet of gas
equivalent (tcfe)
proved reserves
and produced
181.5 billion
cubic feet of gas

Chesapeake

Pee $260.88

equivalent (bcfe)
. Dow Jones
during the year.
Both of these NASDAQ $189.20

$188.67

were records and
represented

increases of 24%
and 12%, respectively, over last year’s results.

And, we are already off to a great start in 2003. During
the first quarter of 2003, Chesapeake purchased $830
million of attractively priced, high-quality Mid-
Continent gas reserves from ONEOK, Inc., El Paso
Corporation and Vintage Petroleum, Inc. These pur-
chases ensure that in 2003 Chesapeake will once again
reach record levels of proved reserves and production.
We are currently estimating that the company’s year-
end 2003 proved reserves will exceed 2.75 tcfe, and
2003 production levels should exceed 230 bcfe, both
increases of approximately 25% over 2002’s results.

Chesapeake’s Business Strategy

The driver of Chesapeake’s accomplishments during the
past decade has been the company’s unique focus on
building one of the nation’s largest onshore natural gas
asset bases through balanced programs of deep gas
exploration and opportunistic producing property
acquisitions. The successful execution of this balanced

Growth in a $100 Investment Feb. 4, 1993 (CHK IPO date) through March 31, 2003

$589.50

* Peers = APA, APC, BR, COG, DVN, EOG, FST, KMG, NBL, NFX, OEI, PPP, PXD, VPI, XTO

business strategy has enabled Chesapeake to build
unique economies of scale, an unrivaled backlog of
drilling opportunities and the most accomplished
Mid-Continent team of land, geoscience, engineering
and operations personnel.

Because natural gas has become the fuel of choice to
meet steadily increasing energy demand in the U.S,,
Chesapeake’s focus on natural gas should provide sub-
stantial growth and financial return opportunities for its
shareholders in the years ahead. With an undeveloped
prospect inventory of 2,000 drillsites and further Mid-
Continent consolidation opportunities likely in the
coming years, our goal is to continue increasing
Chesapeake’s proved

reserves, natural gas

production, cash flow
from operations and

CHK Outperforms By: .
126% earnings per share by at
least 15% per year on
152%
average. We also plan
ANZ% to continue improving
2% Chesapeake’s balance

sheet and believe that
further credit rating
agency upgrades are likely as we continue executing the
company’s business strategy.

Chesapeake’s Mid-Continent Focus

This strategy includes staying focused on the Mid-
Continent, which is the nation’s third-largest gas supply
region and the location of 90% of Chesapeake’s assets.
Geographically, this area consists of Oklahoma, western
Arkansas, the Texas Panhandle and southwest Kansas.
In this region, Chesapeake is the largest natural gas
producer (with a gas production market share greater
than the combined share of the next two largest pro-
ducers — BP and Apache), the most active driller (by

a 4:1 margin over the second most active driller) and
the most aggressive consolidator of under-exploited
producing assets.

We have a number of reasons for concentrating in this
region. The Mid-Continent is characterized by long-
lived natural gas reserves that have predictable decline
curves, multiple drilling targets that significantly reduce



the risk of drilling dry holes, strong natural gas prices,
lower service costs than in more competitive or remote
basins and a favorable regulatory environment that
allows for shorter prospect cycle times with virtually no
federal land ownership issues. In addition, the location
of our headquarters in Oklahoma City provides com-
petitive advantages over companies that direct their Mid-
Continent activities from other more distant locations.

Chesapeake’s Growth Through the Drillbit
Chesapeake has increased its production in each of the
past ten years, a remarkable achievement in an industry
that has frequently experienced decreasing production
during this period. Much of Chesapeake’s growth has
been created by the success of its internally generated
drilling program. Since the company’s inception in
1989, Chesapeake has built substantial operational
expertise by drilling over 1,550 wells in some of the
most challenging geological and operating environ-
ments in the U.S.

Today, Chesapeake is the third most active driller in the
U.S. and the most active driller in the Mid-Continent.
We plan to maintain Chesapeake’s current level of
drilling (32-38 rigs drilling on Chesapeake-operated
prospects and 35-40 additional rigs drilling on non-
operated prospects) throughout 2003. This level of
drilling should result in continuing sequential quarterly
increases in the company’s production during 2003.

One of Chesapeake’s greatest strengths is its drilling
capability in the deep and complex geological structures
of the Mid-Continent, to depths beyond the techno-
logical reach of many of the company’s competitors.
Chesapeake is presently drilling two of the three deepest
onshore wells in the U.S., and historically has drilled,
on average, the deepest wells in the country. We target
deep and challenging gas reservoirs in Oklahoma's
Arkoma and Anadarko Basins because we believe that a
tremendous amount of gas remains to be discovered in
these basins at depths below 15,000 feet — depths at
which Chesapeake’s geological and operations teams
have industry-leading knowledge and experience.

In addition, the company’s large 3-D scismic database
provides important subsurface information and sub-
stantially reduces the geological risk associated with
exploring for deep gas reserves 3-5 miles below the
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earth’s surface. Because of our aggressive land acquisi-
tion strategies and Oklahoma’s favorable regulatory
environment, Chesapeake has been able to accumulate
an onshore leasehold position of more than 2.2 million
net acres. On this vast land inventory, Chesapeake’s
technical teams have identified more than five years of
future drilling opportunities at our current rate of
drilling. Chesapeake is unique: a prospect-rich compa-
ny in an increasingly prospect-poor industry.

Chesapeake’s Growth Through Acquisitions

Since January 1998, Chesapeake has complemented its
drillbit success by completing over $2.7 billion of tar-
geted, high-quality, Mid-Continent corporate and pro-
ducing property acquisitions. By focusing on gas assets
with low operating costs in areas with substantial
remaining developmental and exploratory drilling
upside, Chesapeake’s acquisition efforts have been a key
factor in enhancing value creation for its shareholders
during the past five years.

The hallmark of Chesapeake’s acquisition program is its
focus on smaller public and private independent pro-
ducers and on small to mid-sized producing property
packages that are being sold by larger, less-focused com-
panies. By avoiding larger transactions, we are less likely

to pay for upside and can more easily integrate the
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acquisitions without disrupting the normal flow of our

work. We also have a team of acquisition experts that
focuses on purchasing smaller working and mineral
interest owners in the company’s existing wells. Because
Chesapeake operates 5,700 wells and has more than
33,000 co-owners, we find numerous opportunities
each year to consolidate ownership in the company’s
wells at very attractive acquisition costs.

Given that further consolidation among public compa-
nies in our industry is likely and that smaller private
companies will continue experiencing more challenging
operational and financial environments, Chesapeake
expects to continue making value-added Mid-Continent
gas acquisitions in the years ahead. One of the keys to
success in this industry is the ability to generate bal-
anced growth. Sometimes it is more advantageous to
drill, and sometimes it is better to acquire. Chesapeake’s
historical performance demonstrates that its excellence
in both areas is a key competitive advantage.

Chesapeake’s History

As Chesapeake’s co-founders, we would like to put into
historical context the company’s achievements of the
past ten years. Chesapeake’s roots go back to 1983
when we were 24-year-old landmen competing for
leases in a hot play near the Oklahoma City airport.
We were both native Oklahomans with third genera-

tion roots who had recently left the companies we were
working for to go out on our own.

From 1983 to 1989, we operated a small 50/50 part-
nership on a handshake, generating oil and gas
prospects for sale to the industry and participating as
non-operators in the drilling of wells by others.
Around the time of our 30th birthdays in 1989, we
decided to start operating wells and incorporated
Chesapeake with a $50,000 investment.

Our first drilling efforts focused on the Golden Trend
and Sholem Alechem fields in southern Oklahoma and
on the Giddings field in south Texas. As a result of ini-
tial drilling successes in these three fields, the company
grew quickly, and in February 1993 Chesapeake com-
pleted its IPO at the split-adjusted price of $1.33 per
share. This valued the company at approximately $70
million and reduced our common stock ownership
position to just under 60% from 100%.

After a rocky start in 1993 (the stock declined 65%),
Chesapeake began to grow rapidly from 1994 through
1996 through a series of major natural gas discoveries
in the Giddings Field in southeast Texas. During this
extraordinary three-year period, the company’s stock
price increased 73-fold from $0.47 per share to $34.44
per share, making Chesapeake the #1 performing stock
in America. During this time, the company’s enterprise
value soared from a low of $35 million in early 1994 to
a peak of $2.7 billion in late 1996. However, because
of a failed effort to extend the company’s success in

the Austin Chalk trend from Texas into Louisiana

and a dramatic collapse in oil and natural gas prices,
Chesapeake’s stock fell during 1997 through early
1999 reaching a low of $0.63 per share.

Facing the need to redefine Chesapeake’s strategy and
underpin the company with longer-lived assets and
lower-risk drilling opportunities, we decided to return
to our roots in Oklahoma as Mid-Continent natural
gas producers. We were convinced that supply-con-
strained U.S. natural gas prices would outperform oil
prices in the years ahead and that tremendous opportu-
nities existed in the Mid-Continent for producing

property acquisitions and corporate consolidations and
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for the application of leading-edge, deep gas explo-
ration techniques. The success of Chesapeake’s restruc-
turing effort is clearly apparent today by our growth to
the nation’s eighth-largest independent natural gas
producer and in our stock price, which is up over
12-fold from early 1999.

Ten Years of Value Creation

As we close the historical review section of this letter,
we want to share with you some of Chesapeake’s most
notable achievements during its first ten years as a
public company. During the ten years from 1993
through 2002, Chesapeake’s

e production increased from 4 befe to 181 befe,
a CAGR of 49%;

o proved reserves increased from 137 befe to 2,205
befe, a CAGR of 34%;

o revenues grew from $18 million to $738 million,
a CAGR of 48%;

o shareholders equity increased from $31 million o
$908 million, a CAGR of 42% and;

* stock price increased from a split-adjusted IPO price
of $1.33 per share to $7.74, a CAGR of 20%.

Chesapeake’s stock price performance has been the best
in the oil and natural gas industry during the past four
years and the second best during the past ten years,
more than doubling the performance of the DJIA,
S&P 500, and the NASDAQ during the past ten years.

Looking Forward
As we reflect on what Chesapeake has accomplished in

just its first decade as a public company, we believe the
experience we have gained and the financial, opera-
tional and technical teams we have built provide the
opportunity for even greater returns during the next
ten years. The company is certainly off to a great start
in the first year of its second decade. In the first quarter
of 2003, we have already increased Chesapeake’s proved
oil and gas reserves and production by 25% through
the $830 million of acquisitions mentioned previously.
Further growth this year will occur as a result of the
successful execution of our deep gas drilling programs.

In addition, the combination of the strong outlook for
natural gas prices and the proven success of our focused
strategy, value-added risk management programs, bal-
anced and successful drilling and acquisition programs,
high-quality assets, low operating costs and high profit
margins should enable Chesapeake to continue gener-
ating superior performance for its shareholders in the
years ahead.

Best regards,

Moo - Jprc Lt

Aubrey K. McClendon
Chairman and Chief Executive Officer

Tom L. Ward
President and Chief Operating Officer

March 31, 2003
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A'Ten Year Retrospective

On February 4, 1993, Chesapeake priced its IPO at a
split-adjusted $1.33 per share. The timeline below shows
the company’s history through its stock price changes
with key events noted and through excerpts from our
letters to shareholders over the past ten years.

FY 1997 “Since founding Chesapeake eight years ago, we
have tried to develop a company with distinctive characteris-
tics that could help us grow more quickly and profitably than
our competitors. While we have not always achieved our
ambitious growth objectives, we are proud that we have
developed a reputation for clearly articulating the methods by
which we seek to build shareholder value. \We remain commit-
ted to certain fundamental beliefs: increasing reserves and
production through the drillbit, establishing dominant lease-
hold positions, using our technological leadership to achieve
high rates of return on our investments, and maintaining an
entrepreneurial culture. And to further broaden our business
strategy in 1998, we will consider selective acquisitions to

Chesapecike

Stock O o diversify and strengthen our reserve base.”
Price 10.15.97
ke 11.20.96 Chesapeake completes a
$40 FY 1995 “A key feature distinguishing §300 mm common stock offering.
Chesapeake from its peers has been its g%% Chesapeake annoamces
.- - _ mm senior notes an
ability to pr_oduce superior returns to shaye $105 mm common stock offerings. 4,02.97 Chesapeake completes the
| holders during periods of lower commodity Brown #1-H well in the Giddings Field,
$30 prices. We have built Chesapeake to grow 4.15.96 Chesapeake acquires initial production exceeds 100 mmcfe
and prosper in adverse environments. Our Amerada Hess' assets in the per day.
goal has been to create a new model for f_”ﬁjx ?ndgﬂdem Trend 1239 6.27.97 Chesapeake ~ 10.27.97 Chesapeake
success as an independent energy producer elds for $35 mm. Chesapeake announces $235mm  announces agreement to
o by building on Chesapeake's competitive 5.17.96 Chesapeake announces writedown associated  acquire AnSon Production
$20 d Ch ke h duri announces first a 2-for-1 primarily with its Corp. and DLB Oil & Gas,
advantages. Lhesapeake has grown during \afietere A stock split. Louisiana assets. Inc. for $200 mm.
the past six years from five employees and Tl simrms 2 e
$50,000 in assets to an industry leader with 12.05.95 Ch ) a 3-for-2 stock split. completes a $§’og mm 11.13.97
FY 1994 "Chesapeake has ‘broken the 200 employees and an enterprise value of o O%HEQS e’ senior notes offering. Chesapeake
code’ in the downdip Austin Chalk by $500 million. This success underscores the stock split announces
FY 1993 “Chesapeake’s business strategy is developing a drilling strategy around strengths of the company’s strategy, its :g{‘i‘f{gm;&on
based on our view that the ownership and three distinguishing charac‘geristics. people, its assets, and_ its ability to utilize Energy Corp.
development of domestic energy reserves First, Chesapeake has acquired large new technologies to discover and develop for $325 mm.
N : . ' contiguous leasehold blocks. Second, natural gas reserves.”
$10 p_arhcular!y natural gas, will create subst'an— ¢h g ke has develoned 1h 10.01 959 CHESAPEAKE Annual Report
tial benefits to our shareholders. To maxi- dri;alisnapei emas i\ée op? i el o
mize those benefits, we have concentrated 6 er‘?'see pe th'sne t?le f.%?g t%g'gaen iy
our efforts in two areas: the Giddings Field tﬁ(g mr;st V\rltl>|' fl'c sect'lons o lthe !
in southern Texas and the Golden Trend Austin Chplk ]'( Irm ti ln Finall
Field in southern Oklahoma. Our use of CES i ho a Ech h 3 ty' th 4.28.95 Chesapeake
advanced seismic, drilling and completion esapeake has contributed to the moves from NASDAQ
technologies in these fields has enabled rapid rate of technological progress fo the NYSE and 3598
. . in horizontal drilling tools. In the changes its stock 5.
Qhes;pgaﬁkgog/o |(rj1cr_easeh|ts ann?al produc- future, we plan o gontinue our symbol to “CHK". Chesapeake
tion | uring the past four years. ! announces
0 y Is f 1099 4 gd b p q Y proven strategy of growth through 5.25.95 Chesapeake agreementto
ur goals for 1954 and beyond remain the drillbit. Qur plan centers on an completes a $30 mm acquire Mid-
ambitious. We believe the rest of the o senior notes offering. Conti
- - aggressive undeveloped leasehold AT @
decade will be rewarding for well-managed, ggress| ped e assets from
gas-leveraged companies that have actqmslzlont_pl_rogra dm on Véhr']Ch.We al OXY USA, Inc.
e intend to utilize advanced horizonta " q
demonstrated the capability to grow S - FY 1996 “Our company has led the sector in total share- el
throuah the drillbit. and vertical drilling technologies to o e
rough the drillbit. - . holder return for the past two years — 544% in fiscal 1935
generate continuing production o ; S
10.15.93 d wih” and 431% in fiscal 1996. This success is attributable to
9.22.93 Chesapeake and reserve growtn. : :
ape our clearly articulated strategy and to our experienced and
announces Giddings 101094 11.16.94 motivated management team, supported by technical
Field joint development Ch k sl o et i u e
agreement with Belco il aonces & teams second to none. Since Chesapeake’s inception in Trangn:mn tY?arC1h997 AI}(hqung 1927ldwas a yéaar oflgreat d_|ts
& Gas Corporation. 1.14.94 Chesapeake’s stock 2-for1 stock 1989, our business strategy has been ‘growth through appomntment for LNEsapeake s snarenoiders and empioyees, |
falls to § 0.47 per share, mark- split, its first of the drillbit." Using this strategy, the company has rapidly was also a year of tremendous accomp!|shment. During 1397,
ing the end %fla rocky first Eou_r stc%gngés expanded its reserves and production through the develop- we substantially modified _the company’s strategy and_ S|gr_1|f|-
ear as a public company. -J0. .
ﬁfg}féhdeiﬁgpffke y p pany. uring ment of large blocks of acreage overlying deep, underdevel- ;z]antlyl strzngthgnsd ?ndhdlv%rsmed %I_Jr e;s:e% base. I;Ilst(éncally,
NASDAQ under the oped geological reservoirs. We are attracted to these reser- " eol dan 933 mh ustry Mas een su tjec ?brqulent an 'sl?lme—
symbol “CSPK” at voirs because they offer low geological risk, large reserve IMes dramatic change. Ivianagement must be able 1o quickly
the splitadjusted 11.02.93 Chesapeake 4.04.94 Chesapeake potential, and the opportunity to ean attractive economic modify its strategy to capture the benefits created by industry
price of $1.33. announces Giddings 204.94 Chesapeake  completes a $47.5 mm : - 4 uncertainty. In the past nine months, we have transformed
Siamla completes the Lanicek | ———— returns through the application of advanced drilling and . o : .
Field joint development D . SAEATNSBINALE : P Chesapeake into a more diversified company with a lower risk
agreement with Union OL #-H, the discovery completion techniques. ; L . :
- il m NEvEsai profile, but with still significant growth potential. Chesapeake is
Pacific Resources. ell for the Navasota 10.01.96 . o
River area in the defined today by balance: balance between drillbit growth and
G'ddi']”gs F'Te'd of acquisitions, balance between development projects and explo-
southeast fexas. ration upside and balance between long and short reserve life
properties.”
4.20.98
50 employees 100 employees 200 employees 276 employees 300 employees 360 employees
12.31.93 12.31.94 12.31.95 12.31.96 12.31.97
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1998 “During 1998, a very challenging year for the
oil and gas industry, Chesapeake completed the
strategic repositioning effort it began in late 1997.
Our goal was to reduce the company’s risk profile,
generate more attractive drilling results and build
an inventory of long-lived natural gas reserves —
the fuel of choice for the 21st century. Completely
transformed, Chesapeake now owns one of the 20
largest inventories of onshore U.S. natural gas,
and is well positioned to benefit when natural gas
prices recover. Chesapeake is confident that natu-
ral gas is the long-term, environmentally sensitive
answer to the nation’s energy needs. Based on this
belief and on our expertise in increasing value
from natural gas assets, Chesapeake completed
eight major property acquisitions in 1998."
3.15.99

3.31.98 Chesapeake announces
agreements to acquire $80 mm of
Canadian gas assets and offerings
of $500 mm senior notes and
$230 mm preferred stock.

7.07.98 Chesapeake announces
process to review strategic
alternatives.

12.31.98

CHESAPEAKE

ENERGY CORPORATION

1999 Annual Report

1999 “What a difference a year makes! Rarely
does the outlook for an industry change so dra-
matically in the course of a year. Early in 1999, oil
and natural gas prices collapsed to near 20-year
lows of $10 per barrel and $1.50 per mcf and yet
today are near 20-year highs of $30 per barrel and
almost $3 per mcf. The dramatic pricing swings of
the past year highlight oil and natural gas as the
most volatile commodities in the world. Investing
in oil and gas companies is not for the faint of
heart. However, America’s growing demand for
clean-burning natural gas has set the stage for
what is likely to be a sustained period of strong
energy pricing and substantial rewards for
Chesapeake's shareholders.”

3.15.00

9.24.99 Chesapeake
announces victory in
Union Pacific Resources
patent litigation.

3.31.99 Oil and natural
gas prices fall to $10 per
barrel and $1.50 per mcf.

481 employees

!

Chesapeake

Natural Gas.

Natural Advantages

2000 “In just 12 years, Chesapeake has progressed
from a $50,000 start-up to one of the largest and most
profitable natural gas producers in the industry. As we
look ahead to what should be a terrific environment for
Chesapeake, we believe it's worth repeating our con-
clusion from last year’s letter to you: ‘As this decade
unfolds, investors will increasingly envision this 21st
century as the age of natural gas. Just as great
wealth was created during the 20th century in the

age of oil and in the 19th century in the age of coal,
we believe investors will greatly profit from embracing
the tremendous potential of the natural gas industry.’
A year later, we still feel the same way and believe
many more investors will increasingly share our view.”
4.12.01

6.30.00 Chesapeake
announces agreement
to aquire Gothic Energy
Corporation for
$360 mm.

7.19.00 Chesapeake
announces 2.2 million
acre coalbed methane
joint development
agreement in the
Arkoma Basin with

El Paso Corporation.

Chesapeake

Natural Gas.
Natural Advantages.

2000 “To most of our shareholders, the 2000 Annual
Report introduced Chesapeake’s new logo ‘Natural
Gas, Natural Advantages' for the first time. These
words convey the simple, but powerful twin compo-
nents of our image and message — natural gas and
Chesapeake enjoy many natural advantages over
other fuels and other companies.”

424 employees

12.31.99

2001 “The theme of this year's letter to our shareholders is
Leading the Way. This phrase reflects our performance during
the past year and the philosophy of how we run our business.
We focus on the details and strive to be the best at what we do:
profitably finding and producing large amounts of natural gas in
the U.S. Mid-Continent. We believe superior results are achieved
by focused effort from talented professionals working on high
quality natural gas assets — attributes that Chesapeake has in
abundance. Chesapeake’s performance in 2001 was consistent

with our goal of Leading the Way and Chesapeake has now
become the second largest producer of natural gas in the
Mid-Continent region and among the largest independent gas
producers in the U.S.”

3.31.02

12.31.00

| 10.02.01 Chesapeake

announces sale of
Canadian assets for
$140 mm.

3.30.01
Chesapeake
announces
$800 mm senior
notes offering.

11.01.01 Chesapeake
announces $250 mm
senior notes and
$150 mm preferred
stock offerings.

12.04.01 Chesapeake
announces agree-
ments to acquire
$250 mm of Mid-
Continent gas assets
from RAM Energy,
Inc., Apache
Corporation, and
Sapient Energy
Corporation.

462 employees

12.31.01

Chesapeake Energy Corporation
Annual Report 2002

|
Celebrating Our Tenth Year

2002 “The cover to this year's Annual Report makes clear that
Chesapeake celebrated its tenth anniversary as a public com-
pany in 2002. Despite experiencing extremely volatile oil and
natural gas prices during the past ten years, Chesapeake has
grown from little more than a start-up to become the eighth
largest independent natural gas producer in the U.S. Along the
way, Chesapeake has delivered a total return to shareholders
of 482%, a Compounded Annual Growth (CAGR) of 20%. The
driver of Chesapeake’s accomplishments during the past
decade has been the company’s unique focus on building one
of the nation’s largest onshore natural gas asset bases through
balanced programs of deep gas exploration and opportunistic
producing property acquisitions. The successful execution of
this balanced business strategy has enabled Chesapeake to
build unique economies of scale, an unrivaled backlog of
drilling opportunities and the most accomplished Mid-
Continent team of land, geoscientific and engineering
personnel.”

3.31.03

u
4202 “g L

Stock
Price

$40
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Chesapeake 2.24.03
announces || Chesapeake
agreement to ] 11.30.02 announces agree-
acquire Canaan Chesapeake com- | ments to acquire
Energy pletes acquisition $530 mm of Mid-
Corporation 722,02 of Focus Energy, Continent assets
for $125 mm. Chesapeake  Me-and producing - from EI Paso
P fi properties Corporation and
announces first g Encana Vintage
deep gas drilling - goro Resources, | Petroleum, Inc.
E“CCESS n Inc., Priam Oil
'\/Teat_erl d Company, Enogex | 2.28.03
fayflet 3188 Exploration Chesapeake
ok\l/v;:s e Corporation and announces
Qulahomas  Williams $300 mm senior
Anadarko Basin. Companies, Inc. hotes, $230 mm
preferred stock
gr?eSng ‘ 12.04.02 and $185 mm
peake Chesapeake common stock
announces $250 o e offerings.
mm senior notes agreement to
offering. acquire $300 mm
of Mid-Continent
gas assets from
ONEOK, Inc.
12.05.02
Chesapeake
announces
$150 mm
senior notes
and $175 mm
common stock
offerings.
570 employees 743 employees 802 fegngl%eses
asora.oll
12.31.02




Chesapeake 2002 Annual Report

Directors and Officers
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Corporate Information

Trustee for the Company's Senior Notes
The Bank of New York

101 Barclay Street, 8th Floor

New York, New York 10286

Internet Address

Company financial information, public disclosures and other
information are available through Chesapeake's website at
www.chkenergy.com, or by contacting Thomas S. Price, Jr,,
at (405) 879-9257 or tprice@chkenergy.com.

Common Stock

Chesapeake Energy Corporation’s common stock is listed on the
New York Stock Exchange under the symbol CHK. As of March 31,
2003, there were approximately 45,000 beneficial owners of our
common stock.

Common Stock Dividends

The company currently intends to pay quarterly cash dividends on
its common stock of $0.03 per share on each January 15, April 15,
July 15 and October 15.

Stock Price Data

Corporate Headquarters

6100 North Western Avenue
Oklahoma City, Oklahoma 73118
(405) 848-8000

Independent Public Accountants
PricewaterhouseCoopers LLP

6120 S. Yale, Suite 1850

Tulsa, Oklahoma 74136

(918) 524-1200

Stock Transfer Agent and Registrar

o UMB Bank, N.A.
Stock Split History 928 Grand Blvd.
December 1994; two-for-one Kansas City, Missouri 64106
December 1995; three-for-two (816) 860-7411

June 1996; three-for-two Communication concerning the transfer of shares, lost certificates, duplicate mailings
December 1996; two-for-one or change of address notifications should be directed to the transfer agent.

Forward-Looking Statements

This report includes “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Forward-looking state-
ments give our current expectations or forecasts of future events. They include statements regarding oil and gas reserve estimates, planned capital expenditures, the drilling of oil and gas wells and
future acquisitions, expected oil and gas production, cash flow and anticipated liquidity, business strategy and other plans and objectives for future operations, expected future expenses and utiliza-
tion of net operating loss carryforwards. Statements concerning the fair values of derivative contracts and their estimated contribution to our future results of operations are based upon market infor-
mation as of a specific date. These market prices are subject to significant volatility.

Although we believe the expectations and forecasts reflected in these and other forward-looking statements are reasonable, we can give no assurance they will prove to have been correct. They can
be affected by inaccurate assumptions or by known or unknown risks and uncertainties. Factors that could cause actual results to differ materially from expected results are described under “Risk
Factors” in Item 1 of our 2002 10-K and include: the volatility of oil and gas prices, our substantial indebtedness, the strength and financial resources of our competitors, the cost and availability of
drilling and production services, our commodity price risk management activities, including counterparty contract performance risk, uncertainties inherent in estimating quantities of oil and gas
reserves, projecting future rates of production and the timing of development expenditures, our ability to replace reserves, the availability of capital, uncertainties in evaluating oil and gas reserves of
acquired properties and associated potential liabilities, declines in the values of our oil and gas properties resulting in ceiling test write-downs, drilling and operating risks, our ability to generate
future taxable income sufficient to utilize our NOLs before expiration, future ownership changes which could result in additional limitations to our NOLs, adverse effects of governmental and environ-
mental regulation, losses possible from pending or future litigation, and the loss of officers or key employees.

We caution you not to place undue reliance on these forward-looking statements, which speak only as of the date of our 2002 10-K, and we undertake no obligation to update this information. We
urge you to carefully review and consider the disclosures made in this and our other reports filed with the Securities and Exchange Commission that attempt to advise interested parties of the risks
and factors that may affect our business.



