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Chesapeake Energy Corporation is the second-largest producer of

natural gas, a Top 15 producer of oil and natural gas li
the most active driller of new wells in the U.S.

Headquartered in Oklahoma City, the company’s operations are focused on discovering and developi
unconventional natural gas and oil fields onshore in the U.S. Chesapeake owns leading positions in
the Barnett, Haynesville, Bossier, Marcellus and Pearsall natural gas shale plays and in the Granite
Wash, Cleveland, Tonkawa, Mississippian, Bone Spring, Avalon, Wolfcamp, Wolfberry, Eagle Ford,
Niobrara and Utica unconventional liquids-rich plays.
The company has also vertically integrated its oper-

ations and owns substantial midstream, compression,

drilling and oilfield service assets. Chesapeake’s stock

is listed on the New York Stock Exchange under

the symbol CHK. Further information is available at

, presentations and press releases.

ON THE COVER
Moving west, a Chesapeake rig
drills toward the Niobrara Shale

28 Board of Directors

1 Financial Review

4 Letter to Shareholders 28 Governance ) ] .
) . in the Powder River Basin of
16 Operating Areas 29 Officers ,
southeastern Wyoming, one of
20 Investor Q&A 30 Employees several new liquids-rich plays
24 Community Relations Inside Back Cover to increase its profitability and

26 Environmental, Health & Safety Corporate Information return on capital.



1 | FINANCIAL REVIEW 2010 ANNUAL REPORT | 2

FINANCIAL REVIEW »

Six Months
($ in millions, except per share data) C oo oCSCCoCoososososososoososocsosococsososocsos o pnded (T TTTTTTTTTToToomomooossososmsscsosossosososoososooon
' Years Ended December 31 | December 31 | Years Ended June 30 '
Financial and Operating Data 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001 2000 1999 1998 1997 1997 1996 1995 1994 1993
Revenues
Natural gas and oil sales $ 5,049 $ 7858 $ 5,624 $ 5,619 S 3,203 $ 1,936 $ 1,297 $ 568 $ 820 $ 470 $ 280 S 25 $ 96 $ 193 $ m $ 57 $ 22 $ 12
Marketing, gathering, compression and service operations sales 2,653 3,171 2,176 1,707 1,392 773 420 m 149 158 75 121 58 76 35 9 7 5
Total revenues 1,102 11,629 7,800 1,326 4,665 2,109 1,1 739 969 628 355 318 154 269 146 66 29 17
Operating costs
Production expenses 876 889 640 490 317 205 138 98 75 50 46 51 8 1 6 3 2 3
Production taxes 107 284 216 176 208 104 8 30 33 25 13 8 2 4 2 1 2 —
General and administrative expenses 349 377 243 139 64 37 24 18 15 13 13 20 6 9 5 4 3 3
Marketing, gathering, compression and service operations expenses 2,498 3,648 2,063 1,590 1,358 755 410 166 144 152 72 19 58 75 33 8 5 4
Depreciation, depletion and amortization 1,615 2,144 1,988 1,462 945 611 386 235 182 109 103 155 63 107 54 21 10 5
Impairments and other 11,202 2,830 — 55 — 5 6 — — — — 881 110 236 — — — 1
Total operating costs 16,647 10,172 5,150 3,912 2,892 1,717 1,042 547 449 349 247 1,234 247 442 100 43 22 16
Income (loss) from operations (8,945) 1,451 2,650 3,414 1,773 992 675 192 520 279 108 (856) (93) (173) 46 23 7 1
Interest expense m3) @n (40m) (316) 221 (167) (154) m2) (98) (86) 8n (68) (18) 18) (14) ()] 3 2
Other income (expense) (28) an 15 26 10 5 1 7 3 3 8 4 79 n 4 2 1 1
Miscellaneous gains (losses) (202) (184) 83 n (70) (25) 21) (20) (63) — — (14) — [©) — — — —
Total other income (expense) (343) (466) (303) (173) (281) (187) (174) (125) (158) (83) (73) (78) 61 (14) (10) (5) ) 0]
Income (loss) before income taxes and cumulative effect of accounting change (9,288) 991 2,341 3,241 1,492 805 501 67 362 196 35 (934) (32) (187) 36 18 5 -
Income tax expense (benefit):
Current 4 423 29 5 — — 5 @) 4 — — — - - — — - -
Deferred (3,487) (36) 863 1,242 545 290 185 29 141 (260) — — ) 13 6 1 —
Net income (loss) before cumulative effect of accounting change, net of tax (5,805) 604 1,455 1,994 947 515 3m 40 207 456 33 (934) (32) (183) 23 12 4 -
Net (income) loss attributable to noncontrolling interest (25) - - — — - - — — — - - - — — — - -
Cumulative effect of accounting change, net of tax - — — — — - 2 — — — - - — — — - — —
Net income (loss) (5,830) 604 1,455 1,994 947 515 313 40 207 456 33 (934) (32) (183) 23 12 4 -
Preferred stock dividends (23) (33) (94) (89) 42 (40) (22 (10) (0] ) (16) 12) - — - - - m
Gain (loss) on conversion/exchange of preferred stock — (67) (128) (10) (26) (36) — — - 7 — — — - — — - -
Net income (loss) available to common shareholders S (5853) | § 504 S 1,233 S 1,895 S 819 S 439 S 291 S 30 S 215 S 454 S 17 S (946) S 3D S (183 | § 23 S 12 S 4 S m
Earnings per common share - basic:
Income (loss) before cumulative effect of accounting change S 950 | § 094 $ 210 S 4T6 S LT3 §$ 13 $ 136 $ 018 $ 13 § 352 AV $ (9.9 S (0.45) S @19 | § 043 $ 02 $ 008 S (0.02
Cumulative effect of accounting change — — — — — — 0.02 — — — — — — — — — — —
EPS - basic $ 95D | § 094 $ 210 S  Al6 $ 113 S 113 S 138 $ 018 S 133 $ 352 A S 9.9D) S (0.45) $ @19 | $ 043 $ 0.2 $ 0.08 S (0.02
Earnings per common share - diluted:
Income (loss) before cumulative effect of accounting change S$ 95 | § 093 $ 263 $ 433 $ 25 $ 153 $ 120 S0 $ 125 § 3.0 $ 016 $ (9.9 S (0.45) S @19 | § 040 $ 0 $ 008 $ (0.0
Cumulative effect of accounting change — — — — — — 0.01 — — — — — — — — — — —
EPS - diluted $ 95D | $ 093 $ 263 S 433 S 251 $ 153 $ 1 A $ 15 $ 3.0 $ 016 S (9.91) S (0.45) $ @19 | $ 040 S 02 $ 0.08 S (0.02
Cash provided by (used in) operating activities (GAAP) $ 4,356 $ 5357 S 4,974 $ 4,843 S 2,407 §143% $ 939 S 49 $ 478 $ 315 $ 145 $ 95 S 139 $ 84 $ 121 $ 55 $ 19 $ m
Operating cash flow (non-GAAP)* S 4333 $ 5,299 $ 4,675 $ 4,040 S 2,426 $ 1,403 S 897 S 409 S 483 $ 306 $ 139 $ 118 $ 68 $ 161 $ 88 S 46 $ 16 $ 4
Balance Sheet Data (at end of period)
Total assets $ 29,914 $ 38,593 $ 30,764 S 24,413 S 16,114 $ 8,5 $ 451 S 2,876 $ 2,287 S 1,440 $ 851 $ 813 $ 953 S 949 $ 512 $ 211 $ 126 $ 19
Long-term debt, net of current maturities $ 12,295 $ 13075 $ 10,78 ALY $ 5,286 $ 3,05 $ 2,058 $ 1,651 $ 1,329 § 945 S 964 $ 919 $ 509 $ 509 § 268 $ 146 $ 48 $ 14
Stockholders’ equity (deficit) S 12,341 $ 1,017 $ 12,624 $ 1,366 $ 6,299 $ 3163 S 1,133 $ 908 3 767 $ 313 4] S (49 S 280 $ 281 $ 178 3 45 $ 31 $ 31
Other Operating and Financial Data
Proved reserves in natural gas equivalents (bcfe) 14,254 12,051 10,879 8,956 1,521 4,902 3,169 2,205 1,780 1,355 1,206 1,091 448 403 425 243 142 137
Future net natural gas and oil revenues discounted at 10%** S 9,449 $ 15,601 $ 20,573 $ 13,647 $ 22,934 $ 10,504 $ 1,333 $ 3n8 S 1,647 $ 6,046 $ 1,089 $ 661 S 467 S 437 $ 541 $ 188 3 14 S 142
Natural gas price used in reserve report (per mcf)*** $ 313 $ 512 $ 619 $ 5.4 $ 876 §  5.65 $  5.68 S 428 $ 28 § 1012 § 225 $ 168 $ 229 AV § 24 $ 160 $ 1.98 $ 283
0il price used in reserve report (per bbl)*** § 56.72 $ 4160 $90.58 $  56.25 $ 56.41 $ 3991 $ 30.22 $ 3018 $ 18.82 § 2641 $ 41 S 10.48 $ 162 $ 18.38 § 2090 $ 4 1827 $ 187
Natural gas production (bcf) 835 775 655 526 422 322 240 161 144 16 109 94 21 62 52 25 7 3
0il production (mmbbl) 1.8 1.2 9.9 8.7 11 6.8 4.1 3.5 29 31 4] 6.0 1.9 2.8 1.4 11 0.5 0.3
Production (bcfe) 906 843 714 578 469 363 268 181 161 134 133 130 38 79 60 32 10 4
Sales price per mcfe**** $ 622 $ 838 $ 840 $ 886 S 6.90 § 5.3 $ 419 $ 36l $ 456 § 350 $ 210 $ 197 S 2.49 S 245 § 184 $ 178 $ 2.2 $ 268
Production expense per mcfe $ 097 $ 105 $ 090 $ 085 $ 068 $ 0.56 $ 08 S 054 S 047 S 0.3 $ 035 $ 039 $ 020 $ 015 $ 0.1 $ 0n $ 0.21 $ 067
Production taxes per mcfe $ 0 $ 034 $ 030 $ 03 S 044 $ 029 $ 029 S0 $ 020 $ 019 $ 010 $ 0.06 S 007 S 0.05 §$0.03 $ 003 $ 0.5 -
General and administrative expense per mcfe $ 038 $ 045 S 034 $ 024 $ 014 $ 010 $0.09 $ 010 S 0.09 $ 010 $ 010 $ 015 $ 015 $ 0.1 $  0.08 $ 0n $ 0.31 S 084
Depreciation, depletion and amortization expense per mcfe $ 178 § 255 $ 2718 $ 253 S 202 $ 169 S 144 $ 130 $ 112 $ 048 S om $ 119 $ 163 $ 136 $ 090 $ 085 $ 099 $ 109
Number of employees (full-time at end of period) 8,152 7,649 6,219 4,883 2,885 1,118 1,192 866 677 462 424 481 360 362 344 325 250 150
(ash dividends declared per common share $ 030 $ 0.2925 $ 0.2625 $ 0.3 $ 0195 AV $ 0135 $  0.06 - - - S 0.04 S 0.04 S 0.02 - - - -
Stock price (at end of period - split adjusted) $ 25.88 $ 1617 $ 39.20 $ 29.05 S 373 $  16.50 $ 1358 AL $  6.61 $ 1012 A ] S 0.94 $ 150 S 9.81 $ 29.52 $  5.64 $ 0.8 $ 118

* See page 14 for definition of this non-GAAP measure.

** PV-10 is the present value (10% discount rate) of estimated future gross revenues to be generated from the production of proved reserves, net of production and future development costs, using assumed prices and costs.
Please see page 113 of our Form 10-K for information on the standardized measure of discounted future net cash flows.

*** - Adjusted for field differentials.
**+*+ Excludes unrealized gains (losses) natural gas and oil hedging.
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Chesapeake’s Five-Year and Ten-Year Common Stock Performance

The graphs below compare the performance of our common stock to the S&P 500 Stock Index and a group of peer companies for the past five and 10 years.
The graph on the left assumes an investment of $100 on December 31, 2004 and the reinvestment of all dividends. The graph on the right assumes an invest-
ment of $100 on December 31,1999 and the reinvestment of all dividends. The graphs show the value of the investment at the end of each year.

FIVE-YEAR PERFORMANCE TEN-YEAR PERFORMANCE
As of December 31 As of December 31
CHK 2010 Peer Group® = S&P 500 CHK 2010 Peer Group® == S&P 500
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) The 2010 peer group is comprised of Anadarko Petroleum Corp., Apache Corp., Devon Energy Corp., Encana Corp. and EOG Resources, Inc.
XT0 Energy, Inc. was not included in the 2010 peer group due to its acquisition by Exxon Mobil Corp.



4 LETTER TO SHAREHOLDERS

DEAR FELLOW
SHAREHOLDERS »

2010 was a very important year of transition and achievement for Chesapeake, a year in which we
initiated three very important strategic shifts: from asset gathering to asset harvesting, from focusing
exclusively on natural gas to a balanced focus on natural gas and liquids and from having a leveraged
balance sheet to one worthy of an investment grade rating.

2010 also marked a truly transformative year for our industry. We and
a handful of our peers enhanced our capabilities to find and produce sig-
nificant new resources of oil and natural gas liquids (collectively, “liquids”) in
unconventional formations. Chesapeake and these other companies combined
creativity, innovation and technology to reinvent the way that our industry
explores for and produces natural gas and liquids.

Furthermore, 2010 was the year when global energy companies more
fully recognized the importance of these developments and the tremendous
opportunities that have emerged in the U.S. Through a wide variety of trans-
actions, including several led by Chesapeake, the global energy industry made
it clear that the assets owned by Chesapeake and some of its peers are the most
attractive in the world. This realization has already increased the value of high-
quality unconventional assets in the U.S. and, in time, should lead to higher
Home to three distinct forms stock prices for the leading U.S. onshore E&P companies, especially Chesapeake. Simply put, the global energy

of hydrocarbons: dry natural industry is beating a path to our door, and we are welcoming it with open arms.

gas, natural gas liquids and Before we move ahead, | want to emphasize that even though 2010 was a year of transition and achievement,
oil, the Eagle Ford Shale our stock price was essentially unchanged. Nevertheless, it was still a very strong year for the company operation-
in South Texas epitomizes ally and financially. Here are the year's highlights for your review:

Chesapeake’s shift to a bal- . . L - .
anced focus on natural gas >> Average daily natural gas and oil production increased 14% from 2.5 billion cubic feet of natural gas

and liquids. equivalent (bcfe) in 2009 to 2.8 hcfe in 2010;

>> Proved natural gas and oil reserves increased 20% in 2010, from 14.3 trillion cubic feet of natural gas
equivalent (tcfe) to 17.1 tcfe;

>> Reserve replacement for 2010 reached 375% at a drilling, completion and net acquisition cost of only
$0.76 per thousand cubic feet of natural gas equivalent (mcfe)?;

>> Realized hedging gains were $2.1 billion;

>> Revenues increased 22% to $9.4 hillion;

>> Adjusted ebitda® increased 15% to $5.1 hillion;

>> QOperating cash flow® increased 5% to $4.5 billion; and

>> Adjusted earnings per fully diluted share® increased 16% to $2.95.



Strong Partners

Over the past few years, in addition to gathering the industry’s best
assets, Chesapeake has also built the industry’s finest collection of global
energy partners and energy stock investors. We have now entered into
transactions with PXP, BP. Statoil, Total, (NOOC and BHP Billiton. Collec-
tively, we have sold these companies certain assets for total consider-
ation of $20.5 billion in the form of cash and drilling and completion
carries for which our net cost was only $6.1 billion resulting in overall
value creation of $14.4 billion. While these transactions have been very

rewarding to our buyers, they have been truly outstanding for Chesapeake,
providing us an attractive source of capital, a reduction of risk, a quick
recovery of our leasehold investment in new plays and a much greater
ability to capture a large resource base with decades of highly profitable
drilling opportunities.

In addition, we are the only U.S. E&P company that has attracted
to its stock ownership roster some of the world’s leading government-
sponsored investors: Temasek Holdings (Singapore), China Investment
Corporation, Korea Investment Corporation and Abu Dhabi Investment
Authority. Along with our largest shareholder, Memphis, Tennessee-
based Southeastern Asset Management (12%), these shareholders are
some of the world’s largest and most astute investors, and who also
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happen to manage some of the world’s largest pools of capital and have
a very long-term investment horizon. Their support is an important
validation of our strategy.

Short-Term Pain for Long-Term Gain

Despite this all-star lineup of global partners and investors, some other
investors have not yet fully recognized the benefits of our industry
leadership in acquiring unconventional natural gas and liquids assets.
Whether it was our leveraged balance sheet during recent tough reces-
sionary times, our heavy focus on natural gas during a time of persistent
market pessimism about natural gas prices or our large capital invest-
ments in undeveloped liquids-rich leasehold undertaken to enable
(Chesapeake to remain an industry leader in the years ahead, it is clear

Through a wide variety of transactions,
including several led by Chesapeake,

the global energy industry made it clear
that the assets owned by Chesapeake and
some of its peers are the most attractive

in the world.

<< Aubrey K. McClendon, Co-Founder, Chairman and Chief Executive Officer

that we were less popular in the stock market in 2010 than we were in
2009, when our stock price increased by 60%.

We anticipated that some market unpopularity in 2010 would
likely be the price we would pay as we positioned Chesapeake to be
the leader not only in unconventional U.S. natural gas, but also in
unconventional U.S. liquids. However, now that we have largely com-
pleted the investments needed to accomplish this transition to a port-
folio balanced with liquids, the rebound inour stock price could be sharp
as investors begin to focus more clearly on Chesapeake’s three-way
transition from an asset gatherer to an asset harvester, from less natural
gas exposure to more liquids exposure and from a leveraged balance
sheet to one worthy of an investment grade rating.

Accordingly, in early January 2011, we announced our “25/25 Plan,”
a two-year plan designed to reduce our long-term debt by 25% while
still growing the company’s production by 25%. We designed this plan
to articulate very clearly the benefits of becoming an asset harvester
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vs. an asset gatherer — namely, lower debt and higher returns on capi-
tal. The market has received this plan with favor to date as our stock
price is already up 30% in the first quarter of 2011. In addition, having
recently closed the sale of our Fayetteville Shale assets to BHP Billiton
and recently initiated tender offers for repayment of at least $2.0 billion
of our long-term debt, we are already close to accomplishing the 25%
long-term debt reduction portion of our 25/25 Plan. Now we will focus
on delivering the other part of the equation, 25% growth in production
by year-end 2012.

Beyond the next two years, there will be many other benefits of the
three-way transition we began in 2010. In fact, we are increasingly con-
fident that we can double our cash flow and net income by year-end
2015. By accomplishing these goals and also having our historic trading
multiples expand a bit, we are hopeful that we can achieve a $100 stock
price by year-end 2015, perhaps creating the need for a “100/15” plan in
the process! Clearly it would be an ambitious goal, and to achieve it we
will need the world’s economy to continue growing, China and other
emerging economies to continue their rapidly growing thirst for oil and
natural gas, our new plays to meet expectations, oil prices to remain
strong and natural gas prices not to weaken from where they are today.

However, Chesapeake’s growth from here on will be very mechanical
with our “factories” (meaning both our individual wells and our large
plays) needing only four inputs for success: land, science, people and
capital. We now have gathered enough of these four inputs so that our

The knowledge and experience Chesapeake gained in the Barnett Shale, the granddaddy
of all U.S. shale plays, has been instrumental in the company’s successful development
of all subsequent unconventional natural gas and liquids plays.

factories can run in harvest mode for decades to come, which hopefully
can lead to a $100 stock price by year-end 2015. Again, this would be a
very considerable achievement, but your management team enjoys big
challenges and we look forward to discussing it further with you in the
quarters ahead.

Great Assets = A Great Future

The very significant upward trajectory of value creation that Chesapeake
is on today is primarily driven by the quality of our assets, which feature
dominant positions in 16 of the 20 most important major unconvention-
al natural gas and liquids plays in the U.S. — the Barnett, Haynesville,
Bossier, Marcellus, Eagle Ford, Pearsall, Niobrara and Utica shales
and the Granite Wash, Cleveland, Tonkawa, Mississippian, Bone Spring,
Avalon, Wolfcamp and Wolfberry tight sands and fractured carbonates.
Having only missed the Bakken Shale play in the Williston Basin, having
passed on the Cana Shale play in Oklahoma and having sold out of
the Woodford and Fayetteville shale plays in Oklahoma and Arkansas
(for overall value creation of $5.4 billion), Chesapeake’s unrivaled posi-
tion in the 16 other major U.S. unconventional plays is remarkable and
unprecedented and should form the foundation of further substantial
value creation for Chesapeake’s shareholders for decades to come.

The gathering of these assets has been hard work for our employ-
ees and management team, and during 2010 it stretched our balance
sheet and tested the patience of some of our shareholders. What is
clear now, however, is that we have created a tremen-
dous storehouse of value and an abundance of oppor-
tunities for bountiful harvests for years to come for our
shareholders.

Given the importance of these 16 unconventional
plays, I have provided below a brief summary of our posi-
tion in each of them:

Barnett Shale — Discovered in the 1990s, the Barnett is the
granddaddy of all US. shale plays. Chesapeake acquired
its first assets in the Barnett in 2001, and in 2005 we began
aggressively leasing in the core of the play in Johnson and
Tarrant counties. Today we own approximately 220,000
net leasehold acres, on which we estimate we could drill
up to 2,300 future net wells in addition to our 965 net
wells currently producing. We are currently using 18 rigs to
develop this inventory of drillsites and our gross operated
production in the Barnett recently set a record of more
than 1.3 bcfe per day.

Our most important development in the Barnett Shale
during 2010 was closing the joint venture agreement on
25% of our assets in the Barnett to Paris-based Total,
the fifth-largest oil company in the world. Total paid
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Several factors are emerging in the U.S. that will drive increased
demand for natural gas, which in turn could improve out year
natural gas prices:

Growing momentum for CNG passenger and LNG long-haul
truck vehicles

Enormous cost savings are available to consumers and business-
es that chose to use natural gas as an alternative transportation
fuel ($1.39 per gallon for CNG in Oklahoma, for example, compared
to $3.75-$4.00 per gallon for gasoline and diesel).

Growing industrial demand

With recent low prices for domestic natural gas, U.S. industries
that utilize natural gas as a feedstock in their manufacturing pro-
cesses have a significant cost advantage compared with inter-
national peers whose feedstock is indexed either to oil or global
natural gas prices.

Continuing and accelerating shift from coal to natural gas for
U.S. electrical power generation

To clean our environment, dozens of aging coal-powered elec-
tricity plants will be retired in the next decade and replaced
with the cleaner alternative of natural gas. A combination of
shifting power sources and higher utilization within existing
gas-fired power plants will likely increase natural gas demand by
10-15 bcf per day over the next decade.

Conversion of U.S. LNG import facilities to LNG export
facilities

With increasing demand for natural gas around the
world and the abundance of U.S. natural gas reserves,
producers will be able to tap into higher-margin markets
in Europe, South America and Asia once export capa-
bilities are available potentially beginning in 2015.

Construction of U.S. gas-to-liquids (GTL) plants

Converting natural gas to a room temperature liquid
would allow U.S. natural gas producers to sell products
based on world oil prices instead of domestic natural gas
prices. Technological advancements continue to gain
tractionand may make GTL arealistic possibility by 2016.

U.S. natural gas producers are rapidly moving to a
more liquids-rich production base

Due to the premium margins realized in the U.S. when
producing liquids as compared to natural gas, there is
a meaningful shift of producers targeting liquids-rich
drilling prospects. This shift will ultimately help bring
U.S. natural gas markets back into balance by reducing the rigs
and capital available for natural gas drilling.

$2.25 billion in cash and drilling carries for its 25% stake in the
Barnett, and we are extremely proud to have Total as one of our
premier joint venture partners.

Haynesville Shale — The Haynesville Shale in Northwest Louisi-
ana and East Texas is the shale play of which we are most proud
(to date) because it was discovered by Chesapeake’s own geo-
scientists and engineers. We conducted our geoscientific inves-
tigation of the Haynesville in 2005-06 and tested our theories
through drilling in 2007. In 2008 we formed an innovative joint
venture agreement with our well-respected industry partner,
Houston-hased Plains Exploration & Production Company, to
which we sold 20% of our Haynesville (and Bossier) assets for
approximately $3.2 billion in cash and drilling carries.

The Haynesville Shale is now the nation’s largest producing
natural gas shale play, having just recently passed the Barnett
Shale in production (in last year’s letter, I incorrectly estimated
it would take until 2014 for the Haynesville to reach this achieve-
ment, a testament to the play’s enormous productive poten-
tial). Ultimate recoveries from the Haynesville could exceed 250
tcfe, likely making it one of the five largest natural gas fields
in the world. Today, we are producing from more than 260 net
wells in the Haynesville on our 530,000 net leasehold acres,
are currently drilling with 35 rigs and estimate we could drill
up to 6,300 additional net wells in the years ahead. Our gross
operated production in the Haynesville recently set a record of

nearly 1.6 bcfe per day.

Bossier Shale — This shale
overlies about one-third
of our Haynesville acre-
age and is the first of our
two “sleeper” natural gas
shale plays. The reason is
that in Louisiana, leases
often restrict the lessee
(i.e., the producer) to only
holding future drilling
rights down through the
deepest formation drilled.
Because the Bossier lies
above the Haynesville,

One producing and one on the way: the Texas Panhandle Granite
Wash offers high volumes of natural gas accompanied by highly
valued liquids production as well.



horizontal wells drilled just to the Bossier may not always hold Haynes-
ville rights. Therefore, Chesapeake and other producers have been drilling
aggressively to hold all rights through the Haynesville before the initial
three-year term of a typical lease expires. As a result, there has not been
much drilling to the Bossier to date. However, once our leases are held
by production (HBP) by Haynesville drilling (we expect to be largely
complete with HBP drilling by year-end 2011 and completely finished by
year-end 2012), we will begin developing the Bossier Shale more aggres-
sively in 2013. In the Bossier play, we own 205,000 net leasehold acres and
estimate we could drill up to 2,600 net wells in the years ahead.

Generating the highest returns in the company, plays like the Oklahoma Colony Granite

Wash inspire Chesapeake to find other liquids-rich opportunities.

Marcellus Shale — We first became aware of the Marcellus in 2005
when we were negotiating our $2.2 billion acquisition of Appalachia’s
second-largest natural gas producer, Columbia Natural Resources, LLC.
In 2007 we aggressively accelerated our Marcellus leasehold acquisition
efforts and began to prepare for our first drilling activities. By early 2008,
we had determined the Marcellus could be prospective over an area of
approximately 15 million net acres (approximately five times larger
than the prospective Haynesville core area and 10 times larger than the
Barnett core area).

After acquiring 1.8 million net leasehold acres, we entered into a
joint venture agreement in late 2008 with Oslo-based Statoil, one of the
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largest and most respected European energy companies. In this trans-
action, we sold Statoil 32.5% of our Marcellus assets for $3.375 billion
in cash and drilling carries. Today, having sold 32.5% of our original 1.8
million net leasehold acres, we have returned to owning 1.7 million net
leasehold acres in the play and are the industry’s leading leasehold
owner, largest producer and most active developer. We are producing
from more than 100 net wells in the Marcellus on our 1.7 million net acres,
are currently drilling with 32 rigs and estimate we could drill up to 21,000
additional net wells in the years ahead.

Colony and Texas Panhandle Granite Wash — These
liquids-rich plays generate the company’s highest returns
(routinely more than 100%) and provided the inspiration

The very significant upward
trajectory of value creation that
Chesapeake is on today is primarily
driven by the quality of our assets,
which feature dominant positions
in 16 of the 20 most important

major unconventional natural gas

and liquids plays in the U.S.

for the company to find other liquids-rich plays in 2010.
The Granite Wash, and other plays with liquids-rich gas
production streams, provide the strongest economics in
the industry today because they possess the best of both
worlds: high-volume natural gas production along with
significant volumes of highly valued liquids that dramatically increase
investment returns.

We are producing from approximately 150 net Granite Wash
wells, are currently drilling with 16 rigs and estimate we could drill
up to 1,700 additional net wells on our 215,000 net leasehold acres in
the years ahead. Based on current NYMEX futures prices for natu-
ral gas and oil, each Granite Wash well should generate approxi-
mately $11.5 million of present value (or up to an undiscounted
total of $19.5 billion for all 1,700 wells), making it obvious why finding,
leasing and developing more unconventional liquids-rich plays was
(hesapeake’s number one priority for 2010. We were very successful
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with these new play efforts, the most notable of which are described
in the sections below.

Eagle Ford Shale — This South Texas shale is distinctive from the other
shale plays described above because it has three components: an oil
play, a wet natural gas play and a dry natural gas play. During 2009-10,
(Chesapeake acquired approximately 600,000 Eagle Ford net leasehold
acres, all of which were in the liquids-rich portions of the play. Our initial
wells were very successful, and in late 2010 we sold 33.3% of our assets
in the play to Beijing-hased Chinese National Offshore Oil Company
(CNOOC) for $2.2 billion in cash and drilling carries. This was C(NOOC's
first investment in the U.S. onshore E&P industry, and we are proud that
it chose Chesapeake as its first U.S. onshore partner. We are currently
drilling with 16 rigs in this play and expect to accelerate our drilling to
40 rigs by year-end 2013. We believe our 470,000 net leasehold acre
position could support the drilling of up to 5,500 additional net wells
in the years ahead.

Pearsall Shale — This shale underlies most of our Eagle Ford acreage
and is the second “sleeper” of our natural gas shale plays. We have two
rigs dedicated to testing this formation, and our first few wells have
significantly exceeded our expectations. This formation is found about
3,000-4,000 feet deeper than the Eagle Ford and so for the play to
become competitive with our other natural gas shale plays, we will need
natural gas prices to strengthen from where they are today. We believe
this will likely occur in 2013 at the latest. We believe our 350,000 net
acre Pearsall leasehold position could support the drilling of up to 3,000
additional net wells.

Niobrara Shale — The Niobrara is a two-basin play, covering substan-
tial portions of both the Powder River Basin of east-central Wyoming
and the DJ Basin of southeastern Wyoming and northeastern Colorado.
During 2008-10, Chesapeake acquired approximately 800,000 net lease-
hold acres in these two liquids-rich basins, and in early 2011 we sold
33.3% of our assets in the play to C(NOOC for approximately $1.3 billion

A Chesapeake discovery, Louisiana’s Haynesville Shale recently passed the Barnett Shale to become the nation’s largest producing shale play. The Haynesville
comes with an added attraction — much of it is overlain by another prolific natural gas-producing formation, the Bossier Shale.




in cash and drilling carries. This was (NOOC's second investment with
(Chesapeake and its second investment in the U.S. onshore E&P industry.
We are currently drilling with five rigs in this play and expect to acceler-
ate our drilling to 15 rigs by year-end 2013. We believe our leasehold
position could support the drilling of up to 7,600 additional net wells.

(leveland, Tonkawa and Mississippian Plays — These three liquids-rich
plays of the Anadarko Basin should become significant contributors to
our growth in the years ahead. The Cleveland and Tonkawa plays are
tight sandstones located in western Oklahoma and the eastern Texas
Panhandle, and they provide returns that are some of the very best in

Fracking Operations Transparency

Natural gas and oil operations continue to grow and ex-

pand across the country as vast new resources are un-
locked through the process of hydraulic fracturing, or
“fracking,” a proven technology that has been used safely
and successfully in the completion of more than 1 million
U.S. wells since 1949.

During the fracking process, a mixture of approximately
99% water and sand, combined with a small amount of
chemical additives, is pumped at high pressure into a
targeted formation to create small fissures or fractures in
the surrounding rock or shale. These fractures are
kept propped open by the sand to allow the natural
gas or oil to freely flow into a wellbore.

In our continuing efforts to educate the public and
alleviate common misconceptions about hydraulic
fracturing, Chesapeake became one of the first
energy companies to disclose the additives used
in the process. We are actively participating in a
national, publicly accessible web-based registry
developed by the Ground Water Protection Council
andthe Interstate Oiland Gas Compact Commission,
with support of the U.S. Department of Energy. The
registry allows for fracking additives to be reported
on a well-by-well basis and offers public access to
that material on its website. Chesapeake began
loading well completion data onto the registry on
February 15, 2011, for wells where completion reports
have been filed with the appropriate state agencies.

To view the listings and learn more about the fracking
process, the additives used and measures taken to protect
fresh ground water aquifers, visit www.fracfocus.org.
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the company. We have acquired approximately 600,000 net leasehold
acres prospective for these plays and have drilled 75 net wells to date.
We are currently using eight rigs and believe our leasehold could sup-
port the drilling of up to an additional 3,700 net wells.

The Mississippian fractured carbonate is primarily an oil play and is
located on the Anadarko Basin shelf of northern Oklahoma and southern
Kansas. We have acquired approximately 900,000 net leasehold acres
prospective for this play and have drilled 40 net wells to date. We are
currently using four rigs and believe our leasehold could support the
drilling of up to an additional 6,000 net wells. This is an area where we
anticipate bringing in a joint venture partner later in 2011 or in early 2012.

Bone Spring, Avalon, Wolfcamp and Wolfberry Plays — These four
liquids-rich plays of the Permian Basin should also become significant
contributors to our growth in the years ahead. To date, we have acquired
approximately 560,000 net leasehold acres that we believe are prospec-
tive for these plays and have drilled 155 net wells. We are currently using
eight rigs and believe our leasehold could support the drilling of up to
an additional 4,400 net wells.

Utica Shale — Chesapeake has high hopes for this emerging shale play
in eastern Ohio, especially because it would become the fourth large
unconventional play (along with the Haynesville and Bossier shales
and the Mississippian carbonate) that Chesapeake has discovered. In
addition, we believe the play will have three distinct components (oil,

A prime example of Best Management Practices for fracture stimulation, this
well in Bradford County, Pennsylvania, is now producing natural gas from
the Marcellus Shale. A closely regulated completion technique, fracking is
necessary to allow natural gas or oil to freely flow into the wellbore.
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wet natural gas and dry natural gas), similar to the components of the
Eagle Ford Shale. We have made a large commitment to this play and
have acquired approximately 1.2 million net leasehold acres and expect
to increase this total to as much as 1.5 million net leasehold acres in the
coming months. We are currently using three rigs to evaluate the play
and believe our leasehold could support the drilling of up to 12,000 net
wells. This is an area where we anticipate bringing in a joint venture
partner late in 2011 or early in 2012.

Our People
Great assets cannot exist without great people, so we take great pride
in hiring, training, motivating, rewarding and retaining what we regard

atmosphere of vitality and energy at Chesapeake, important ingredi-
ents of our distinctive culture. These attributes, along with a vibrant
and attractive corporate headquarters campus, low levels of bureau-
cracy, great assets and a well-executed corporate strategy combine to
create our culture of success and innovation.

This has generated extremely positive external feedback as
(Chesapeake was recently recognized for the fourth consecutive year
as one of the FORTUNE 100 Best Companies to Work For®® in the U.S.
In fact, we moved up to #32 overall and #1 in our industry — we are
very proud of having created and sustained what is now considered
the best place to work in all of the U.S. energy production industry.

In addition, we were honored in December 2010 at the 12th Annual
Platts Global Energy Awards as finalists for CEQ of the Year, Community

From our beginning 22 years ago with 10
employees in Oklahoma City to employing

more than 10,000 people across 15 states

today, Chesapeake has always focused on

building first-class human resources within

a distinctive corporate culture.

<< A Chesapeake rig drills in the Marcellus Shale, where the company is
the leading leasehold owner, largest producer and most active driller.

Development Program of the Year, Deal of the Year, Energy Producer
of the Year and the Industry Leadership Award. Chesapeake was one

as the best employees in the industry. From our beginning 22 years ago
with 10 employees in Oklahoma City to employing more than 10,000
people across 15 states today, Chesapeake has always focused on build-
ing first-class human resources within a distinctive corporate culture. Talk
to Chesapeake employees and you will note genuine pride and great
enthusiasm about the company and the critical role that we play in deliv-
ering increasing quantities of clean and affordable American natural gas
and valuable and reliable liquids to energy consumers across the country.

(hesapeake employees are distinctive in other ways as well. They
are much younger than the industry average, with half of our almost
4,000 Oklahoma City-based headquarters employees 33 years old
or younger. Their enthusiasm and willingness to learn create an

of only two companies selected as a finalist in five or more categories.
The company was also honored in 2010 with a Certificate of Recognition
for our military reserve recruiting efforts, named a 2010 Best Diversity
Company by Engineering & Information Technology Magazine and rec-
ognized for Best Investor Relations in Energy Sector and Best Investor
Relations Website at the 2010 IR Magazine U.S. Awards.

Recent Events and a Better Way Forward

You may be aware that | have been outspoken in attempting to persuade
our country’s political leadership to recognize that the discovery of vast
resources of unconventional natural gas and oil in the U.S. is a complete
game changer for our country from an economic, national security and
environmental perspective. After two years of my best efforts and the
efforts of many others in the industry, most notably T. Boone Pickens,
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Rig lights come on at twilight in the Permian Basin of Texas, where crews drill around the clock in the liquids-rich Bone Spring play. This is the newest in a
series of energy booms that has enabled West Texas cities like Midland to prosper for almost 100 years.

| am pleased to report that we have apparently finally convinced more than $1 billion per day in national wealth to oil exporting countries.

President Barack Obama and Congressional leadership to recognize that America’s undiminished appetite for foreign oil has created the larg-
the energy path America is on today is completely unsustainable. There est wealth transfer in the history of the world. The political leadership
appears to be growing recognition that it is spectacularly dangerous for in Washington, D.C,, has not seemed overly concerned about this issue
America to continue importing 9 million barrels of oil per day and exporting until recently. However, after President Obama’s recent speech calling

() Reserve replacement is calculated by dividing net reserve additions from all sources by actual production for the corresponding period. We calculate drilling and net acquisition cost per mcfe by dividing total drilling
and net proved property acquisition costs incurred during the year (excludes certain costs primarily related to net unproved property acquisitions, geological and geophysical costs and deferred taxes related to
corporate acquisitions) by total proved reserve additions excluding price-related revisions.

@ A non-GAAP financial measure, as defined below. Please refer to the Investors section of our website at www.chk.com for reconciliations of non-GAAP financial measures to comparable financial measures calculated
in accordance with generally accepted accounting principles.

+ Adjusted ebitda is net income (loss) before interest expense, income tax expense (benefit), and depreciation, depletion and amortization expense, as adjusted to remove the effects of certain items that manage-
ment believes affect the comparability of operating results.

+ Operating cash flow is cash provided by operating activities before changes in assets and liabilities.

+ Adjusted earnings per fully diluted share is net income (loss) per share availahle to Chesapeake common stockholders, assuming dilution, as adjusted to remove the effects of certain items that management
believes affect the comparability of operating results.

() FORTUNE 100 Best Companies to Work For® listed in the magazine’s February 7, 2011 issue.




for a new energy future with greater natural gas usage and increased
domestic oil production as two of its primary attributes, it is encouraging
to see our political leadership finally grasp that natural gas stands alone
as the only affordable, scalable and immediately available alternative to
foreign oil and that U.S. oil production can be increased significantly in
the years ahead.

The events of the past few months have unmistakably driven home
the fact that it is insanity to rely on the Middle East to provide our econ-
omy’s lifeline of oil. This should be especially obvious when one realizes
that during the next 10 years, America will likely export at least another
$4 trillion in national wealth to oil exporters around the world. Clearly,
our country must demand from its leaders a new and more sustainable
energy future.
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The combination of these vast new discoveries of unconventional
natural gas and liquids provides America with a unique future path-
way toward greater energy independence, an industrial renaissance,
economic rejuvenation and greater national security. I remain fully con-
fident that the marketplace understands this and that over time the U.S.
will more fully embrace and utilize clean, affordable, abundant American
natural gas and increased domestic oil production as the best alterna-
tives to burning environmentally challenged coal and expensive and
dangerous foreign oil.

There is now a clear road ahead toward a more sustainable, afford-
able, dynamic and independent future if America embraces the remark-
able gift of energy abundance that Chesapeake has helped discover in
the U.S. You have my commitment, and the commitment of more than

The combination of these vast new discoveries

of unconventional natural gas and liquids
provides America with a unique future path-

way toward greater energy independence,

an industrial renaissance, economic rejuvenation

and greater national security.

10,000 other Chesapeake employees, that every day we are working
hard to create shareholder value and a better future for our communi-
ties, our states and our country through the continued discovery and
development of unconventional natural gas and liquids.

Advancing technology for cleaner operations: solar panels at a West Texas well power
telemetry systems that provide pumpers with real-time information on oil and water
tank levels to alarm them when levels near capacity, preventing tank spills.

The good news, however, is that America can now secure a new
energy future thanks to Chesapeake and a handful of other leading U.S.
E&P companies that have reinvented the process of finding natural gas
and oil during the past five years. In doing so, we have discovered twice
the resources of natural gas in the U.S. that Saudi Arabia possesses in oil.
Furthermore, these same few companies that led the unconventional
natural gas revolution have in just the past two years also reinvented
the way in which we can find large new oil resources onshore in the U.S.
Infact, I believe the U.S. can possibly increase its production of oil from
the current 5.8 million barrels per day by 30-50% during the next 5-10
years, thereby potentially reaching the President’s 2025 goal of reducing
foreign oil imports by 33%, 5-10 years earlier than hoped.

Best regards,

Moo Jprc ot

Aubrey K. McClendon
Chairman and Chief Executive Officer
April 15, 2011



16 OPERATING AREAS

AMERICA’S PREMIER
ENERGY RESOURCE BASE »

(hesapeake is the second-largest producer of U.S. natural gas and a Top 15 producer of U.S. oil and natural gas liquids. The company has
built a large resource base of high-quality U.S. assets in the Barnett, Haynesville, Bossier, Marcellus and Pearsall natural gas shale plays
and in the Granite Wash, Cleveland, Tonkawa, Mississippian, Bone Spring, Avalon, Wolfcamp, Wolfberry, Eagle Ford, Niobrara and Utica
unconventional liquids plays. In 2010 Chesapeake increased its focus on applying the geoscientific and horizontal drilling expertise
gained from developing unconventional natural gas shale plays to unconventional liquids-rich plays. Our goal is to reach a balanced mix of
natural gas and liquids revenue as quickly as possible through organic drilling. We invested approximately $4.7 billion in 2010, net of
divestitures, primarily in liquids-rich acreage to provide the foundation for this shift toward more profitable plays.

We own interests in approximately 46,000 producing natural gas and oil wells, and in 2010 we produced approximately 1.035 trillion
cubic feet of natural gas equivalent (tcfe) for an average of 2.8 billion cubic feet of natural gas equivalent (bcfe) per day. At year-end
2010, our proved reserves were 17.1trillion cubic feet of natural gas equivalent, of which 90% were natural gas and all were onshore in the
U.S. We have also captured an inventory of up to 115,000 unrisked net future drilling opportunities — almost 50 years worth of drilling
opportunities — on approximately 13.2 million net leasehold acres in the U.S. The following highlights Chesapeake’s ownership position
inour key operating areas.

Anadarko
»Basin

Barnett Shale

9 Haynesville
Shale
Bossier @® Natural Gas Shale Areas

Shale @ Liquids-Rich Areas
Bl Operating States
; Eagle'Ford
Shale
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NATURAL GAS SHALE AREAS

Barnett Shale Chesapeake is the second-largest producer of natural gas, the most

active driller and the largest leasehold owner in the Core and Tier 1sweet spots of Tarrant
and Johnson counties. In January 2010, Chesapeake completed a joint venture and sold 25% of its
assets in the Barnett to Total E&P USA, Inc., a wholly owned subsidiary of Paris-based Total S.A.
(NYSE:TOT, FP:FP) (Total) for $2.25 billion in cash and drilling carries. During 2010 approx-
imately $480 million of Chesapeake’s drilling and completion costs in the Barnett were
paid by Total. Total will fund 60% of our share of future drilling and completion costs until an
additional $970 million of our costs have been funded, which we expect to occur by year-end
2013. We anticipate using an average of approximately 18 operated rigs in 2011 to further develop our
220,000 net acres of Barnett Shale leasehold, of which 205,000 net leasehold acres are located in the prime
Core and Tier 1areas. On this acreage, we estimate we could drill up to 2,300 net wells in the years to come.

Bossier Shale the Bossier Shale overlies about one-third of our

Haynesville Shale acreage. We estimate we could drill up to 2,600 net wells
on our Bossier Shale acreage in the future to develop our 205,000 net acres of Bossier
Shale leasehold. Because the Bossier lies above the Haynesville, horizontal wells
drilled just to the Bossier may not always hold Haynesville rights. As a result,
Chesapeake and other producers are drilling aggressively to hold all rights
through the Haynesville before the initial three-year term of a typical lease
expires, therefore not much Bossier drilling is yet underway. However, once our
leases are HBP (held by production) by Haynesville drilling, we plan to focus on
developing the Bossier Shale more aggressively beginning most likely in 2013.

Havnesville Shale In early 2008, Chesapeake announced its discovery of

the Haynesville Shale, which is located in northwestern Louisiana and East Texas,
areservoir that likely will become one of the two largest natural gas fields in the U.S. (along
with the Marcellus) and one of the five largest in the world. The Haynesville Shale is now the
nation’s largest producing shale play. We are the largest leasehold owner, largest
producer and most active driller of new wells in the Haynesville Shale play. We
estimate that we could drill up to 6,300 net wells on our Haynesville Shale acreage
in the future and plan to utilize an average of approximately 29 operated rigs in 2011 to
further develop our 530,000 net acres of Haynesville Shale leasehold. During 2011 we
anticipate spending approximately $1.65 billion, or 32% of our total budget, for exploration and
development activities in the Haynesville Shale. In 2011 we anticipate reducing our rig count beginning
mid year as we complete drilling objectives to hold our leasehold through establishing initial production.

Marcellus Shale chesapeake is the industry’s leading leasehold owner, largest producer and
most active developer in the Marcellus Shale play that spans from northern West Virginia across
much of Pennsylvania into southern New York. The Marcellus is located in the highest gas-
consuming region of the U.S. and therefore receives the best natural gas prices in the nation.
We estimate we could drill up to 21,000 net wells on our Marcellus acreage in the future and
plan to utilize an average of approximately 32 operated rigs in 2011 to further develop our
1.7 million net acres of Marcellus Shale leasehold. During 2010 approximately $600
million of Chesapeake’s drilling costs in the Marcellus were paid by its joint ven-
ture partner, Oslo-based Statoil (NYSE:STO, OSE:STL). During 2011 and 2012, 75%
of Chesapeake’s drilling and completion costs in the Marcellus, up to $1.4 billion, will
be paid by STO. We expect that over time, the Marcellus Shale will become the largest natural gas
field in the U.S. and the second-largest in the world.

2010 Total Production:
175 bcfe, -27%*, 17%**

12/31/10 Proved Reserves:
3,060 bcfe, -11%*, 18%**

12/31/10 Net Leasehold Acres:

220,000, -24%*, 2%**

Reduction in production and
proved reserves were caused

by our joint venture sale to Total.

2010 Total Production:
0 bcfe, NM, NM

12/31/10 Proved Reserves:
10 befe, NM, NM

12/31/10 Net Leasehold Acres:***

205,000, +14%, 2%

2010 Total Production:
240 bcfe, +182%, 23%

12/31/10 Proved Reserves:
3,510 bcfe, +95%, 21%

12/31/10 Net Leasehold Acres:***

530,000, +2%, 4%

2010 Total Production:
55 bcfe, +175%, 5%

12/31/10 Proved Reserves:
860 hcfe, +231%, 5%

12/31/10 Net Leasehold Acres:

1,670,000, +3%, 13%

LIQUIDS-RICH AREAS

Anadarko Basin The Anadarko Basin is home to four of Chesapeake’s liquids-rich plays,

which we anticipate will become significant contributors to our growth in the years ahead.
Chesapeake was one of the first to utilize modern horizontal drilling methods and has assembled
an unrivaled leasehold position in numerous horizontal liquids-rich plays in the basin. Chesapeake
will continue drilling with a focus on the Granite Wash, where rates of return are the highest in our
company, and with an increasing focus on the Cleveland, Tonkawa and Mississippian liquids-rich
unconventional plays. We estimate we could drill up to 11,400 net wells on our Anadarko Basin
acreage in the future and plan to utilize an average of 31 operated rigs in 2011 to further develop
our current 1.7 million net leasehold acres.

Eagle Ford Shale s part of a growing emphasis on increasing oil and natural gas liquids
production, Chesapeake has built the industry’s second-largest leasehold position in the Eagle
Ford Shale play in South Texas. In 2010 Chesapeake increased its leasehold from 80,000 net acres at the
beginning of the year to more than 600,000 net acres. In November 2010, Chesapeake completed
a $2.2 billion Eagle Ford Shale joint venture agreement with Beijing-based C(NOOC Limited
(NYSE:CEQ), whereby CNOOC acquired a 33.3% interest in 600,000 net leasehold acres in the Eagle
Ford Shale. C(NOOC paid Chesapeake approximately $1.12 billion in cash at closing and will pay 75%
of Chesapeake’s share of drilling and completion expenditures until the $1.08 billion carry obligation
has been funded, which Chesapeake expects to occur by year-end 2012. Our focus has been in the wet gas and
oil prone portions of the play. We estimate we could drill up to 5,500 net wells on our Eagle Ford acreage and plan
to utilize an average of 23 operated rigs in 2011 to further develop our leasehold position in the Eagle Ford Shale. In addition,
we believe that the Pearsall Shale should be prospective for natural gas underneath approximately 75% of our Eagle Ford leasehold.

Permian Basin (Chesapeake has built a strong position of approx-
imately 1.2 million net leasehold acres in the Permian Basin including
560,000 net leasehold acres in the Bone Spring, Avalon, Wolfcamp and Wolfberry
unconventional liquids plays. This area has the potential to deliver significant
upside as we move toward increasing our oil production substantially in the years
ahead. We have developed multiple new horizontal oil projects in this area, where
we plan to utilize an average of approximately eight operated rigs in 2011 to further
develop our leasehold in the Permian and Delaware basins and estimate we could drill
up to 4,400 net wells.

Rockies (Chesapeake is the second-largest leasehold owner in the Niobrara Shale,

Frontier and Codell plays in the Powder River and Denver Julesburg (DJ) basins of Wyoming
and Colorado. In February 2011, Chesapeake completed a $1.3 billion joint venture agreement with
(NOOC, whereby CNOOC acquired a 33.3% interest in Chesapeake’s approximately 800,000 net
leasehold acres in the Powder River and DJ basins. C(NOOC paid Chesapeake approximately $570 million
in cash at closing and will pay an additional $697 million in carries by funding 66.7% of Chesapeake’s

share of drilling and completion expenditures, which
Note: Figures do not add to company totals.  Chesapeake expects to occur by year-end 2014. We plan
* Compared to last year to utilize an average of approximately 11rigs in 2011 to
** % of company total develop our current 535,000 net leasehold acres with

*** Bossier Shale acreage overlaps with our partner and estimate that we could drill up to 7,600 net wells.
Haynesville Shale acreage

NM Not meaningful
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2010 Total Production:
145 hcfe, +4%, 14%

12/31/10 Proved Reserves:
2,440 bcfe, +21%, 14%

12/31/10 Net Leasehold Acres:
1,420,000, +15%, 11%

2010 Total Production:
2 bcfe, NM, NM

12/31/10 Proved Reserves:
110 bcfe, NM, 1%

12/31/10 Net Leasehold Acres:
470,000, +488%, 4%

2010 Total Production:
60 hcfe, -20%, 6%

12/31/10 Proved Reserves:
770 bcfe, +4%, 5%

12/31/10 Net Leasehold Acres:
1,200,000, -44%, 9%

2010 Total Production:
0 bcfe, NM, NM

12/31/10 Proved Reserves:
10 hcfe, NM, NM

12/31/10 Net Leasehold Acres:
800,000, +135%, 6%
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Unconcerned by a Chesapeake drill-
ing rig, antelope continue their daily
routines in southeastern Wyoming’s
Powder River Basin where the com-
pany is developing the promising
Niobrara Play.
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CHESAPEAKE MANAGEMENT
PERSPECTIVES »

What innovations and advancements have led to CHK’s ability to produce liquids from
shales and other tight reservoirs?
During the past five years, Chesapeake and a few other leaders in the independent E&P industry have developed
expertise in exploiting shales and other tight reservoir formations targeting natural gas through the combination of
horizontal drilling and advanced fracture stimulation techniques. This has allowed the commercialization of plays that
were previously uneconomic, most notably in shale formations. Part of our success in producing liquids from tight
reservoirs has come from the company’s ability to extend the technological advances gained in the development of
tight natural gas formations to new formations known to contain substantial liquids. This led to our first liquids-rich
play discovery in the Colony Granite Wash in 2007. As we have increased our focus on liquids-rich plays, we have ben-
efited from a growing understanding and mapping of petrophysical properties in unconventional formations as well
as an enhanced understanding of the geochemical nature of liquids-rich reservoirs. This has allowed Chesapeake to
better identify formations most likely to generate liquids-rich production, including more than a dozen new plays for
Execulive Vie President - the company. We have subsequently improved the success of our liquids-rich plays through the use of optimal well-
Operations and Geosciences and bore lateral lengths, better placement of well laterals though advanced wellbore steering techniques and customized
Chief Operating Officer fracture stimulation designs for liquids-rich plays that allow the company to achieve a greater stimulated rock volume
in low permeability reservoirs. Finally, the advancements Chesapeake has made in developing liquids-rich plays have
been made possible through the use of our proprietary Reservoir Technology Center that has become the industry’s most advanced shale core laboratory.

Steve Dixon

It is often said that the energy industry has an aging work force that is fast approaching
retirement age. How is Chesapeake addressing this?

[tisnosecretthatthereisashortage of experienced professionalsinthe natural gasand oilindustry. The industry down-
turn of the 1980s and 1990s discouraged many from pursuing energy careers. In the following decades, strong compe-
tition from other industries lured away many of the best and brightest science and technology graduates, and today
many experienced professionals who stayed in the industry through the downturn are approaching retirement age.
As a result, one of our industry’s greatest challenges over the past 10 years has been to develop a new generation
of natural gas and oil professionals who have the knowledge and experience required to meet the nation’s growing
energy needs.

In 2000 Chesapeake was one of the first companies to recognize this trend and to understand how recruiting
and training a new generation of energy professionals would impact the company’s future success and its ability to
compete in the industry. At that time, Chesapeake formulated a business strategy to address future staffing needs
and decided to create a world-class college recruiting and intern program to recruit the most promising industry

Martha Burger

Senior Vice President -
talent. Today, Chesapeake hosts more than 150 interns every summer in its internship program, many of Whom o Hyman and Corporate Resources

on to become full-time Chesapeake employees upon graduation. In addition, we have 350 students who receive

scholarships through Chesapeake programs, and our staff of college recruiters has developed strong relationships with professors, department heads
and career counselors at the more than 31 universities where we actively recruit.

As a result of these efforts, young professionals in a wide range of disciplines, from scientists and engineers to land management and legal
specialists, are being groomed to take over the reins as they learn the business through mentoring, extensive training, development opportunities
and challenging work assignments. They are generously rewarded with excellent compensation and benefits, as well as an industry-leading working
environment that encourages camaraderie and teamwork. The success of Chesapeake’s strategy is apparent: the average age of the company’s
geoscience, land and engineering departments has dropped from 49 in 2000 to 36 today. In addition, the average age of the company’s 4,000
Oklahoma City headquarters employees is 33. Even as some of Chesapeake’s employees retire, the company is well equipped with a seasoned work
force that is prepared to support and lead the way in Chesapeake’s continued growth,



Jeff Fisher

Senior Vice President - Production
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What advantages does CHK’s unique vertical integration strategy provide?

(hesapeake has built a large inventory of low-risk natural gas and liquids-rich plays that we plan to develop
aggressively over the next two decades. As a result, we know that our company will consistently utilize a tremen-
dous (and growing) amount of oilfield services for this resource development. This high level of planned drilling
activity will create value for the provider of oilfield services, and Chesapeake’s strategy is to capture a portion
of this value for our shareholders rather than transfer it to third-party vendors whose interests and investments
are not always aligned with ours. To date, Chesapeake has invested in drilling rigs, rental tools, water manage-
ment equipment, trucking, compression equipment, midstream services, and most recently pressure pumping and
fracture stimulation equipment. Chesapeake’s activities require a high level of planning and project coordination
that is best accomplished through vertical integration and ownership of the oilfield services we utilize. This approach
creates a multitude of cost savings, an alignment of interests, operational synergies, greater capacity of equipment,
increased safety and better coordinated logistics. In addition, Chesapeake’s control of a large portion of the oilfield
service equipment it utilizes provides a unique advantage to control the timing of leasehold development. Simply
put, faster development of resources maximizes the present value of leasehold. This has been a key advantage for

Chesapeake over the past three years as the company has monetized leasehold investments at premium values through our joint ventures.

Will U.S. natural gas prices reconnect with world natural gas prices?

Natural gas is a premium product and a cleaner-burning fuel than coal or oil-related products, including gasoline,
diesel and heating oil. Despite this fact, over the past two years natural gas has received a low price in the U.S.
market relative to coal and oil-related products, primarily as a result of a temporary surplus of production. This
surplus has been principally caused by high levels of drilling activity as producers focused on holding by produc-
tion (HBP) leasehold in new highly productive, low cost natural gas shale plays. In essence, producers reinvented
U.S. supply ahead of reinventing of U.S. demand. We believe HBP-incentivized drilling on natural gas plays will
largely come to an end in 2012, and U.S. demand will soon also be reinvented to allow U.S. natural gas prices to
reconnect to price parity with world natural gas prices that have risen to more than double U.S. natural gas prices.

This surge in world natural gas prices has been in response to $100+ oil prices and surging global liquefied
natural gas (LNG) demand. In our view, the arbitrage in value between competing fuels is simply too wide. Capital
and ideas will flow toward projects that make the most of this price disparity. Chesapeake and other companies are
working to create the ability to export natural gas from the U.S. Gulf Coast and other regions in the form of LNG to
premium Pacific Rim, European and South American markets, perhaps as soon as 2015. This initiative will also be
aided by the widening of the Panama Canal to accommodate large LNG vessels. Furthermore, we believe that the

Jeff Mobley

Senior Vice President -
Investor Relations and Research

current price disparity between natural gas and oil will increasingly lead to greater use of natural gas in the U.S. transportation system. Whether it
be compressed natural gas ((NG) for medium and light-duty vehicles, LNG for heavy-duty vehicles or the commercialization of gas-to-liquids (GTL)
natural gas refineries that supplement the U.S. liquid fuel supply stream, we believe that the marketplace will increasingly utilize and embrace natural
gas. Chesapeake is working with industry, public policymakers and potential partners on each of these demand reinvention opportunities. Natural
gas is clean, affordable, abundant and American. Why shouldn’t it trade at a BTU premium in the years ahead?

Nick Dell’0sso
Executive Vice President
and Chief Financial Officer

Why is an investment grade rating on its debt securities important to CHK?

We believe that Chesapeake will benefit in multiple ways from an investment grade rating on our debt
securities, which we hope to achieve in 2012 or 2013. First, a higher rating would obviously lower the company’s
borrowing costs over time. In addition, other less easily quantifiable benefits will also accrue to Chesapeake.
Higher debt ratings would result in lower costs on long-term firm transportation contracts that we enter into in
order to market our natural gas and oil production as well as facilitate our ability to enter into long-term contracts
to sell our natural gas production to international buyers in the form of LNG. An improved rating will also enhance
(Chesapeake’s ability to further attract world-class energy companies to participate in our joint venture projects,
which profitably monetize a portion of our leasehold investments and also accelerate the development of our
resource base. Finally, and perhaps most importantly, we believe that reduced financial leverage and an invest-
ment grade rating will lead to a higher stock price and provide further interest from worldwide equity investors.



22 SOCIAL RESPONSIBILITY

CHESAPEAKE’S COMMITMENT
TO BEING A GOOD NEIGHBOR »

Through volunteer programs and responsible operations, we strive to be the best neighbor
possible in every one of our operating areas by investing in our communities.
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Employees lend a i nd at
Rebuilding To;
as part of Operation Blue.




24 | COMMUNITY RELATIONS

INVESTING IN
OUR COMMUNITIES »

(hesapeake’s sense of civic commitment provides a bountiful harvest of
benefits to cities large and small. We partner with groups and organizations
across all of our operating areas to improve the communities our employ-
ees, contractors, vendors, land and mineral owners call home. We believe
the success of our business depends on the strength, goodwill and vitality
of those communities. Most importantly, we believe it is the responsibility
of every successful business to share success with its neighbors.

In 2010 we gave more than $25 million to charitable organizations
and projects across our operating areas, primarily focusing on community
development, education, health and medical and social services.

Economic Impact

While much of the U.S. is still struggling to recover from the economic re-
cession, the positive impact of natural gas and oil operations has provided
a valuable economic recovery stimulus for states that are home to explora-
tion and development activities. As the nation’s second-largest producer
of natural gas, a Top 15 producer of liquids and most active driller of new
wells, Chesapeake’s arrival in a new play stimulates economic activity,
augments personal income through jobs and royalty payments, gen-
erates substantial tax revenue and sustains communities throughout its
operating areas.

In addition to the general economic impact of our activities on local
economies, the company’s tax contributions are substantial. In 2010
Chesapeake paid approximately $675 million in taxes, including ad valorem,
severance, sales, employer, and corporate income and franchise taxes. These
taxes pay for ongoing government services and also build and maintain
schools, recreational facilities, and parks and roads — at a time when state
and local governments are still feeling the pinch of recession. We are proud
to support America’s economy with our growth while also helping to protect
the environment through the greater use of clean-burning natural gas and
reducing the country’s dependence on expensive foreign oil.

(hesapeake also makes contributions that help improve lives and
economies in cities where we operate: $25 million in 2010 alone. For ex-
ample, this past year we donated $200,000 to establish the Chesapeake
Environmental and Recycling Center at Goodwill Industries of Central
Oklahoma. The center will provide an additional 80 jobs to disabled Okla-
homans, as well as help Goodwill recycle 10 million pounds a year, which

Chesapeake’s $25 million
of charitable giving in 2010

Community Development
Education

Health and Medical
Social Services

equates to one-third of
the goods that other-
wise would have been
destined for Oklahoma
(ity-area  landfills. In
West Virginia, we helped
fund  construction  of
the Morgantown Market
Place, a permanent site for the city’s farmers’ market, creating more busi-
ness opportunities for local farmers.

(Chesapeake also supports local chambers of commerce and city
councils in all of its operating areas. In the Haynesville Shale last year, we
awarded grants to the Shelby County, Sabine Parish and Coushatta-Red
River chambers of commerce to help fund tourism, business communi-
cations and chamber events. In Texas, we assisted more than 250 civic,
professional and community service organizations throughout Johnson,
Tarrant and western Dallas counties, and sponsored memberships in
35 local Texas chambers of commerce. By helping local chambers and
businesses grow and thrive, we are creating stronger economies.

We also hire locally whenever possible to help stimulate the local
economy, and we provide training when the local work force isn’t yet
qualified for the jobs we have open. For example, when Chesapeake
began operating in the Marcellus Shale of West Virginia and Pennsyl-
vania, finding experienced rig workers was a challenge. To meet that
need, Chesapeake’s wholly owned subsidiary, Nomac Drilling, built
the 40,000-square-foot Eastern Training Center and Housing Facility in
Bradford County, near Sayre, Pennsylvania. The campus opened in 2010
and serves as a housing facility and training ground for 266 workers at
a time. Nomac and Chesapeake host regular job fairs in the region and
the lines of interested candidates often extend out the door.

Educational Impact

We are also proud to help prepare tomorrow’s leaders today. In 2010
(hesapeake supported universities, schools, academic chairs, scholarships
and other educational programs with contributions totaling $5.4 million.

Investing in programs that promote technology and innovation is a
key to our country’s success. That's why we gave $1.0 million to establish
the Chesapeake Energy dormitory for students at the Oklahoma School for
Science and Mathematics (0SSM), a public, tuition-free, residential high
school located in Oklahoma City for juniors and seniors with exceptional
abilities. The extremely competitive school is helping train the next gen-
eration of scientists and mathematicians.

We also established the Chesapeake Energy Presidential Scholars Pro-
gram at the Oklahoma City University Meinders School of Business, making
a $5.0 million commitment to be distributed over the next five years. The
Chesapeake Scholars Program will provide up to $25,000 per year in tuition

Equipping the next generation — West Virginia
students hold their new laptops from
Chesapeake as part of the company’s
Discovering Tomorrow’s Leaders program.



to selected students pursuing careers in finance, economics, accounting,
marketing, business administration, computer science and information
technology. In addition, scholars will take part in a Chesapeake Presiden-
tial Leadership Course facilitated by faculty members in coordination with
designated Chesapeake leadership coaches, including a Chesapeake senior
vice president and OCU alumni.

In 2007 Chesapeake launched a scholarship program in Texas with an
initial $1.25 million contribution, challenging the cities of Fort Worth and Dal-
las to match its gift within a year. The cities responded and matched the gift,
50 Chesapeake in 2008 added another $1.25 million to the fund, bringing the
total to $3.75 million. The Chesapeake Scholarship Fund currently funds the
cost of higher education for 48 minority students. The fund provides each
student $20,000 a year for up to four years at the school of their choice. To
date more than $1.0 million has been distributed to deserving local students.

To help ensure the training of qualified geologists, engineers, land-
men and energy lawyers in the next generation, we award scholarships
to students pursuing energy-related degrees. We also help mentor them
through Chesapeake’s Peak Program. Junior- and senior-level scholarship
recipients are paired with Chesapeake employee mentors who help devel-
op students” knowledge and provide career advice. There are currently 25
mentors and 40 scholarship recipients participating in the Peak Program.

QOur recruiting team also initiated a strategic military recruitment
effort during the past two years to hire former military personnel to
work in a variety of leadership and crew positions. This effort earned
(Chesapeake an honor from G.I. JOBS magazine when we were named a
2011 Top 100 Military-Friendly Employer. Chesapeake currently employs
37 men and women who formerly served as junior military officers and
more than 100 former servicemen and servicewomen who joined the
company through a program called Troops 2 Roughnecks.

Inaddition to our specific scholarship programs, one-time educational
donations and recruitment efforts, in 2010 we gave more than $1.8 million
to fund higher education for nearly 400 other students in 12 states through
our Chesapeake Scholars program. Chesapeake’s scholarships help recruit
the best and brightest students and provide educational opportunities in
communities where we operate. In Oklahoma City, more than 400 em-
ployees volunteer for up to an hour a week on company time at four local
public schools. Chesapeake’s program has grown to become the largest
corporate mentoring program in Oklahoma.

Community Impact

(Chesapeake employees have been enriching their hometowns as volun-
teers for many vears. We formalized those efforts in 2009 by establishing
an official employee volunteer program, the HELP. (Helping Energize
Local Progress) Initiative, wherein employees are invited to volunteer
each month for a variety of organizations from food pantries to animal
shelters. Through that program, employees donated more than 26,000
hours to their communities in 2009.

In the summer of 2010, Chesapeake took the H.ELP Initiative to a
higher level through the launch of Operation Blue. From Memorial Day
through Labor Day, each employee was given four hours of company time
to complete the volunteer project of their choice. Our employees eagerly
accepted the challenge, and in three months more than 4,900 employ-
ees donated 30,900 hours of service to 519 organizations in more than
96 communities across the country. Operation Blue is now an annual
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volunteer program in which employees roll up their sleeves in the com-
munities they call home.

(hesapeake’s contributions take many forms: financial and equipment
donations, volunteerism and scholarships. Last year, we made numerous
in-kind donations of laptops, reconditioned Chesapeake fleet vehicles and
subsidized office space. These contributions provide essential operating
tools as nonprofit organizations across the nation attempt to serve more
people — often with lower budgets — in tough economic times.

For example, in Louisiana we donated 12 vehicles in 2010, including
one to the Panola College 0il and Natural Gas Technology Program, which
teaches students about the natural gas industry and provides them with
hands-on technical training. Across many of the company’s operating
areas, we've donated computers to deserving students, schools and
organizations through Chesapeake’s Discovering Tomorrow’s Leaders
program. In 2010 the company equipped 14 students with laptops and
donated 70 computers to schools or supporting nonprofit organizations.

(Chesapeake partners with other companies and organizations to meet
basic, practical needs in hundreds of communities. An example is our

Putting food on the table — Employees volunteer at the Regional Food Bank
of Oklahoma as part of Operation Blue.

sponsorship of the annual Day of (aring at the Ganus Center of Harding
University in White County, Arkansas. During the event, approximately
1,200 uninsured or underinsured residents received a day of free medical,
dental and eye screenings.

To help cultivate an appreciation for the great outdoors, in 2010
(Chesapeake provided $25,000 to REAL School Gardens, a Fort Worth-
based organization that establishes gardens at approximately 70 lower
income elementary schools in North Texas. At [.M. Terrell Elementary
School, students, parents, teachers and volunteers from Chesapeake and
other groups worked together to prepare vegetable gardens and flower
beds. In addition to teamwork skills and gardening, students learned
about nutrition and took home food from the garden’s bounty.

We supported servicemen and servicewomen by partnering with the
Shreveport Chapter of Operation Support Our Troops, Inc. Our contribution
helped offset the postage to send more than 100 care packages to troops
overseas. The shipment was the largest in the organization’s history and
included Christmas cards, games and nonperishable food items.

By investing in the communities where we operate and the people
whose lives we touch, we ensure a stronger today and a more hope-
ful tomorrow.
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INVESTING IN OUR WORLD

AND OUR PEOPLE »

As we explore for and produce clean, affordable, abundant, American
natural gas, we provide an important solution to our nation’s energy
challenges and its quest for energy independence. With at least a 200-
year supply of natural gas located right here in the U.S., this versatile
fuel can be used to not only heat homes, create electricity and meet
America’s transportation needs, but also to fuel the country’s future
by creating jobs and stimulating local and national economies through
investment and taxes.

Environmentally Friendly Operations

At Chesapeake, we realize that the way a great product is produced is
as important as the product itself. For example, we have helped pioneer
the use of multiwell padsites to drill up to 16 wells from a single loca-
tion, greatly reducing our land and road use and overall environmental
footprint. We use the latest horizontal and directional drilling technology
to place wells at a safe distance from homes, schools and businesses. In
addition, we build and maintain access roads and work to eliminate soil
erosion near our sites, as well as restore local vegetation.

We implement advanced, modern protective measures known as Best
Management Practices (BMPs) to help ensure energy development is con-
ducted in an environmentally responsible manner. Procedures are imple-
mented throughout our operations to protect freshwater aquifers and
reduce environmental impacts. BMPs protect wildlife, air quality, water and
landscapes as we work to develop vitally needed domestic energy sources.

Implemented throughout the entire life cycle of a well, BMPs can be
as simple as strategically placing a berm, or land barrier, on locations
to control surface water runoff. Others involve cutting-edge operational
technologies such as utilizing the most advanced techniques offered in
drilling fluids, well casing and cement design. Regardless of complex-
ity, all BMPs are based on the idea that the environmental footprint of

energy development should be as small and temporary as possible.
These practices are continually evolving and further improving as
(Chesapeake and the industry develop new innovative techniques and
approaches to business.

In addition to our BMPs, Chesapeake has also initiated several
innovative internal programs focused on water recycling and greener
hydraulic fracturing processes.

Aqua Renew®

(reated to meet the challenge of reducing our water usage, Chesapeake’s
Aqua Renew® program uses state-of-the-art technology to recycle pro-
duced water. Since the
company’s  preliminary E% AquawRene“N
reclamation project in

2006, our focus on water reuse and conservation has become a company-
wide endeavor, stretching from the Barnett Shale of North Texas to the
Marcellus Shale of northern Pennsylvania.

The Aqua Renew program has yet to find a limit to how much
recycled water could be used without compromising well production.
In fact, our Marcellus Shale operations are treating and recycling virtu-
ally 100% of produced water (more than 10 million gallons per month)
for reuse in our hydraulic fracturing operations. Properly conducted
modern fracking is a highly engineered, controlled, sophisticated and
safe procedure.

With such large volumes of recycled water, the company is see-
ing more than just environmental advantages. We estimate that this

Green operations — Chesapeake’s Best Management Practices ensure our
operations are as environmentally friendly as possible, while protecting
our employees, neighbors and the areas where we operate.




process is saving the company an average of $12 million per year in the
Marcellus Shale alone.

Green Frac®
(Chesapeake’s Green frac’ program was launched in October 2009 to
evaluate the types of additives typically used in the fracking process. As
an industry-leading program, 3
Green Frac is a decisive move
toward an even greener fluid
system. By reviewing all of the ingredients typically used in each fracking
operation, the program identifies additives that can be removed and tests
alternatives. To date, the company has eliminated 25% of the additives
used in frack fluids in most of its shale plays.

Green Frac is also establishing simple guidelines for the company
and its vendors to select fracking ingredients that present minimal risks
to people and the environment. These guidelines will also be used to

@ GreenFrac
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topics covered includes Occupational Safety and Health Administra-
tion (OSHA)-required safety training, such as hazard communica-
tion, personal protective equipment, confined spaces and respiratory
protection. In addition to operations training, we also provide safe work
practices, vehicle safety and specialized training for employees and
contractors who perform specific tasks such as emergency response.
Specialized environmental training is also provided to address topics
such as air compliance, waste management and spill prevention.

In 2010 we conducted a total of 2,306 instructor-led training courses
and 67 web-based training courses on safety and environmental pro-
grams for employees, contractors, vendors and visitors.

To further our training efforts and emphasize the importance
of creating a safe work environment, the company established the
(Chesapeake SAFE program in July 2010. Through workshop training
courses, the program focuses on developing safe behaviors, promot-
ing a safety-conscious culture and reducing risk in all operating areas.
By year-end 2010, more than 4,200 employees and consultants partici-
pated in 121 workshops in 18 cities across the country.

From state-of-the-art training facilities

to extensive health and wellness programs,
Chesapeake provides employees with the skills
they need to succeed both in the field and at
the office while creating a well-rounded envi-

ronment for employees and their families.

Learning from the best — Our commitment to creating a safe work environ-
ment continued to grow in 2010 with the founding of the Chesapeake SAFE

program. Focused on developing safe behaviors, promoting a safety-conscious

culture and eliminating risk in all operating areas, the program has trained
more than 4,200 employees and consultants.

increase public understanding of the process and its necessity in the
production of American natural gas.

Employees
From state-of-the-art training facilities to extensive health and wellness
programs, Chesapeake provides employees with the skills they need to
succeed both in the field and at the office while creating a well-rounded
environment for employees and their families. We are committed to the
safety and well-being of our employees, contractors and local populations.
We provide initial and refresher safety and environmental train-
ing to our employees and contractors. In addition to classroom and
hands-on training, we utilize online environmental, health and
safety training focused on company policy and procedures for top-
ics pertinent to the management of our field assets. The range of

(hesapeake’s commitment to employee health and wellness is also
evident at our 72,000-square-foot fitness center, which provides Oklahoma
(ity headquarters employees and their families with on-site access to
state-of-the-art health equipment, recreation leagues and group exercise
classes. For employees who work outside of our headquarters, we subsi-
dize family fitness memberships and recreational entry fees.

To further promote healthy lifestyles, the company-wide Living Well
program provides financial incentives for employees who participate in
regular exercise, education, motivation and intervention. In 2010 more
than 6,900 employees participated in Chesapeake’s Living Well program
with more than 70% earning financial awards.

In addition, we provide discounted or free memberships to organiza-
tions such as Weight Watchers and cover the cost of most registration
fees for local races and fitness events. Throughout the year the company
also hosts a number of health-related classes and programs, including
our award-winning Live Better Forever program, a dynamic new Your Life
Matters mental health initiative and Lunch and Learn seminars.

From our extensive required safety training to our award-winning
health and wellness benefits, Chesapeake is dedicated to providing quality
resources to ensure the health and well-being of each of our employees.
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Our Board of Directors is responsible to our shareholders for the oversight of the company and for the imple-
mentation and operation of an effective and sound corporate governance environment. We believe that effec-
tive corporate governance contributes to long-term corporate performance. An effective governance structure

should reinforce a culture of corporate integrity, foster the company’s pursuit of long-term strategic goals of
growth and profit and ensure quality and continuity of corporate leadership. Our directors will continue to be
diligent in their efforts to preserve the public trust while fostering the long-term success of the company.
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30 EMPLOYEES

FROM PENNSYLVANIA TO NEW MEXICO,
WE THANK EVERY MEMBER
OF TEAM CHESAPEAKE »

We would like to thank each of Chesapeake’s 10,021 employees who brought a unique combination of experience, talent and
positive attitude to the company in 2010. Last year the company was honored for the fourth consecutive year with inclusion
in the FORTUNE 100 Best Companies to Work For® list at #32, the highest-ranking company in the energy production industry.
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Shelly White Karla Allford SteveKing Rachel Clapp Richard Easterly Freda Williams John Hurst Al Warner
Gerald Zgabay Sara Caldwell Mike Lancaster Debbie Curtis Tommy Edler Dawn Wilson Todd Ice James Warner
Steve Cody ChrisH. Lee Jennifer Dees Amanda Elam Brandon Winsett Bud Jackson Michael Weese
Kristine Conway Carrie Lewis-Crawford ~ Tammy Fields Brian Exline Marvin Winter Jr. Jay Jarvis Hazel Welch
Richey Albright Randy Cornelsen (raig Madsen Robin Gonzalez Alex Gallardo Jr. Larry Woodruff Danny Jech Leslie Wertz
Paula Asher Michelle Cullen John Marshall Annie Hamilton Matt Gambill Amanda Young Jim Jinkins Eddie Whitehead
EricAshmore Bruce Dixon Kim Massey Twila Hines Roy Gentry Gary D. Johnson John Wilken
Randy Borlaug Greg Drwenski Allen May Eric Hoffman Suzie Goolshy William D. Johnson Gary Willeford
ShelliButler Mark B. Evans Dennis McGee Ronnie Howell Randy Grayson Paula Abla Chris Jones Mark Willson
Melissa Chambers Joy Franklin Allen A. Miller JimKuhlman Rick Green Nicole Adams Joe Jones Jerry Wilson
Dale Cook Rob Gilkes Bill Miller Don Lee Kajsa Greenhoward Jenny Adkins Mike Kee Robert A. Wilson
Ted Davis Shane Hamilton Carey Milligan Debbie Lloyd Jackie Gross Roger Aldrich Dax Kimble Roy Wilson
Mandy Duane Michael Horn David Mobley Jay May Jr. Johnny Harris Jimmy Alexander Nancy Knox
Steve Gaskins EricHughes Wesley Myers Andrea McCall Jeremiah Jackson Brian Babb Greg Kochenower
Jennifer Grigshy David B. Jones Bud Neff Jr. Cindy McClintock Krista Jacobson Charlie Bagley Jeremie Koehn Ronald Aaron
Gayle Harris Mike Ludlow Kathy Nowlin Collin McElrath Justin Johnson Bob Baker Spencer Land Pat Abla
Henry Hood Sarah Lumen Don Pannell Courtney Moad Keith Johnson Lynard Barrera Steve Larman Corky Baker
Lorrie Jacobs Lauren Matlock Michael Park Georgia Moller Rob Jones Cindy Barrios Ricky Laster Staci Barentine-Bogle
Barry Langham Sam McCaskill Mandy Pena Chantelle Porter John Kapchinske Shane Barron Casidy Lee Charlie Bateman
Cindy LeBlanc Bob Neely Matt Rockers Edward Puffinbarger Ginni Kennedy Dennis Bass Ken Leedy Mike Bechtel
Leland Murray Bob Pope Kelly Ruminer Mike Sawatzky Edward Killen James Beavers Stephen Lobaugh John Biggs

Fred Portillo Erick Porter Greg Small Cindy Schwieger Julie Knox Randy Bergen Billy Long TammiBradford
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George Bradley Angela Ingargiola Amber Thomas Brenda Coffman Jeff James Renee Riebe Chase Williams Tyler Beaver

Kim Brady JamesInman Chevy Thomason Rich Colbert Ryan Jameson Gary Robbins Randy Williams John Beckwith
David Brannen John Jackson Jerry Todd Paul Coleman Jayson Janes Bill Roberts Antoine Wilson William Bennett
Aron Bridges Dave Johns Scottie Trejo (raig Collins Amanda Jeantet Chip Roemisch Jr. Kelly Wilson Cornelius Birmingham
Ronald Bromlow Tommy Johnson Seth Unruh Andrea Conner JeffL. Jones Richard Rosencrans Dave Winchester Andrew Black
Jennifer Broomfield Joseph Kennedy Julio Vasquez Hershel Conrad Steven Jones Kelly Rother Jeff Wolf Kenneth Blackburn
Bryan Brown David Kerrigan Larry Ventris Jennifer Cooksey John Keeling Mary Ann Sanders Dana Woo Jackie Blanchard
Jeff Brown Melissa Ketchum Johnny Voth Melissa Costello Shamara Keith Larry Satterfield Jr. (arla Wood Ron Bliss
Heather Brunker Joe Kidwell Keith Wagnon Danielle Costilla Bill Kerby Perry Scheffler Harold Wooley Dot Blythe
Kenneth Brunson Neil Kincade Josh Wangler Lorrie Cottam Jason Kneedy Heather Scoggins Landon Worth Buddy Boeckman
John Bullard Danny King Brad Watkins Cole Courson Brenda Knight Joel Scott Jose Yanez Nick Boeckman
Bayley Burns Melvin Kingcade Noel Way Patrick Crain Brett Knight John Seldenrust Mark Yeisley Charlie Boggs
Cyndy Burris Matthew Klaassen Dan Welch Sharon Crain Josh Komarek Juan Serna Becky Young Timothy Bohannan
Buster Burton Jr. Jennifer Knott David Wernli Tim Crissup Matt Kopf Steve Serna Josh Young Raymond Bohnet
Ara Bush PeteLaneJr. De Ann Williams Kizzy Crowell Pam Koscinski John Sharp David Zerger K.P.Boland

Lori Byrd Jeff Lasater Nicole Williams Justin Cruse Jennifer Landers Jack Shaver Steve Zmek Corey Bolding
Keith Cameron Al'lavenue David B. Willis Cathy Curtis James Lardner Paul Shelite Ronnie Bonnett
Bob 0. Campbell Kathy Leasure Bill Wince Jr. Ryan Curtis Cory Lewis Gene Shepard Adam Bos

(arol Capek Dustin Lenhart Martin Wise Glenn Cushenbery Shea Lewis Kyle Shipley Daniel Abeyta Jr. Tim Bostick

Pat Carson Nick Little James Worsham Jr. Clint Daily Brent Lightsey Paul Skelton Jr. Jim Adams Mark Bottrell
Gary Carter Dustin Locke Todd Wright Evelyn Daniel Melvin Like Stacy Slater Julius Adams Joe Bradford
Dennis Cerny George Loman Linn Yousey Robbie Dean Harold Lopez Julie Slaton Robert Adams Everett Bradley
David Chisum (lint Lord LoriZang David DelLa0 Justin Lucas (lay Smith Tony Adams Kenny Bragg
Mike Churchwell Jason Lowrey Alene Do Barbara Lydick Mark Smith Ronald Addington David Branham
Tony Clark Jack Lowry Kelly Dobbs LukeLyons Monte Smith Christa Adkins Debra Branham
Michael Clinton Sergio Lujan Greg Adams Johna Dodson Stanley Major Jewel Sneed Jamie Adkins Gail Branham
Kim Combs Shane Lukasek Jr. Justin Adams Kirk Dougherty Tara Martin Gail Spencer Jeff A. Adkins Del Brazeal

Tom Corley Sharon Luttrell Carol Adler Dustin Drew Lolo Martinez Robert Sperandio Jeff J. Adkins Chris Brennan
Brian J. Cox Jr. Mark Mabe Gary Allen Chuck Duginski Rogelio Martinez Adria Sprigler Wayne Adkins Jordan Brim
Bryan Cox AliMallett Stephanie Allsbury PeggiElliott Bill McBrayer Terry Stafford Nancy Aguilar Ronald Brisendine
Michael Cramer Jeremy Marple Tim Andrews Brian Ellithorp John McCartney Daryl Stallings Reford Alcorn Brent Bromlow
Ann Croan Shelly Martin Ronald Babers Carlos Evans Kelly McConnell Steve Steadham Bill Allbright Donna Brown
Jarod Cunningham Alex McCalmont Kristi Bacon Robin Evans Duane McDowell Joe Stewart Cindy Allen Richard Brown
Wendy Cunningham Danielle McCoy Jeffrey Bailey Sheila Even Mike McGinnis Pete Stewart Claude Allen Kathy Buckley
John D. Davis Kenneth McGuire Sr. Bobby Baker Ron Everett Donna McGriff David Stone Erin Allen Nichole Buersmeyer
JonDavis Menecca McHone Jeff Ballard Libby Fanning Natalie McNeil Travis Stout Sandy Alvarado Vicki Bumpas
Ryan C. Dean (arol McKenzie EricBarbee Erik Fares Ryan McNeil John Stoute Jr. Fred Amburgey Kara Burch

Scott Dickson Ryan Meacham Paul Baresel Fred Ferbrache Cliff Merritt Tom Stovall David Anderson Rodney Burgess
Dennis Dix Eddie Merkel Tina Barnhill Dustin Fick Matthew Milledge Bob Streeter Jeff D. Anderson Steve Burnett
Derek Dixon R.T. Miller Damon Beasley Jeremy Finefrock Pat Mills Kelsey Swinford Gary Anthony Abiel Buruato
Steve Donley Jay Monroe Geoff Beaulieu Jeff Finnell Sheldon Mills Mark Syzemore Randy Anthony Ronnie Bynum
Shanon Dunlap Alfredo Montiel Curtis Blake Jarod Fite Rodolfo Molina Barry Tarman Linda Arambula Gavan Byrd

Jody Dunn Lucretia Morris Lorraine Blanchard Walter Fletcher Elton Monroe Ray Taylor Dawn Arismendez Skye Callantine
Jack Elliott Huey Morton Kelsey Blenden Tommy Ford Jr. Kendra Monroe JonTerrell Lee Arnold Deric Canary
Jimmy Embery Larry Mossman Bradley Blevins Anville Francis Penny Montgomery Randall Thomas David Atha Michelle Cantrell
Charlene Ernest Paul Munding Lee Blevins Linda Fries Dana Moore Renee Thomas Matt Atkins Steve Cantrell
Keith Ervin Maureen Nelson Aaron Bloedow Terry Frohnapfel Sim Morgan

Serena Evans Jason Nichols Courtney Blood Gary Garrison Jimmy Morris

Jim Fansher Tal Oden Deborah Bond John Garrison Elisa Mount

Ursula Faus Tony Olivier Brian Booker Guy Gaskill Mark Murray

Mark Ferbrache Rena Owen Tad Boone Paul Geisinger Tim Murray

Jeff Fisher Ashley Paine Kristin Bottom Ronnie Givens Chuck Myers

Mitch Floresca Tobin Paris Thomas Boucher Josh Glancy Todd Nance

Tommy Foust Nancy Parker Angela Boulware John Glynn Michael New

T.R. Fox Gary Parks Rudy Bravo Jr. Linda Good Rich Newton

Justin Froehlich Gale Parman Avis Bray Michael Goossen Shery Orahood

Edd Gabbart Kellie Patterson Jeff Bray Jennifer Granger Steven Owen

Fred Gagliardi Donnie Patton Sr. Dustin Brinkley Angie Green Regan Paquette

Travis George Andrea Patzkowsky JeffBrinlee Coty Greer Lindsey Pargeter

B.K. Gibson Michael Phillips Terri Bristow Bonnie Griggs Glenn Parker

Kenneth Gideon Ronnie Pitts Darren Brittain Mark Hadlock Ryan Parman

Dana Ginanni Brent Pletcher Anita Brodrick Victor Haley Walter Patten

John Gist Jerry Preston Donald Bromlow Katy Hampton Deone Pearcy

Randy Gladden Jennifer Pryse Brad Brown Rachael Hanoch Chris Pennel

David Godsey Ken Rechlin Dan Brown Andrew Hanscom Andrea Penner B
JeffGorton Wes Redding Diana Brown Joel Harris Raymond Perez OKLAHOMA CITY, OKLAHOMA (hesapeake’s IT
Jim Govenlock Jim Reisch Harlan Brown Robert Hart Dwain Peterson team manages nearly 2,000 servers and 1.5 million giga-
pablo Hadzeriga Jr. MindiRichardson Jason J. Brown Melanie Harvey Randall Pierce : :

Paul Hagemeier Matt Roberts Pamela Brown Linda Havrilla Debbie Piette bytes OfStora-qe fo supportbusmessfunctlonsformore
Buck Hall Jody Robertson Travis Brown Heather Hawkins Dennis Plemons than 10,000 employees.

Michael Hall Kristen Rogstad Aaron Buchanan Rebecca Henderson Keitha Plumlee

Ronnie Haney Doug Romero (raig Buck Tim Henley Bryan Potter Robert Thompson Melissa Atkinson Silas Carnes
Jessie Hardin Mark Russo Kingsley Burke Chris Henry Janae Power Kelly Thomsen Jeffrey Atteberry Dennis Carpenter
Graham Harris Beverly Sampson Jackie Burks Francisco Hernandez Kelly Price Ryan Thomsen Ryan Atwell Krista Carpenter
Roger Harrod Larry Savage Josh Burris Randy Herring John Priest Cathy Tompkins Rebecca Avant Mendy Carpenter
Lisa Hartman Bob Schmicker Tim Butkus J.D. Hertweck FloPrieto Tom Treece Brian Bailey Shannon Carrion
Rich Hearst Dave Schoonmaker Amber Butler Melissa Heusel Josh Purcell T.J. Treece Leigh Ann Bailey (athy Carter
Pancho Hendricks Kily Seaman Juan Calbillo Kevin Hill Odie Quigley Billy Trent Marty Bain Kyle Carter
TaraHenry Janet Selling Mike Campbell Danny Hink Shelly Quimby John Uhlenhake Kyle Baker Zulema Casas
Glen Hensley Keith Shahan Christopher Cantrell Randy Hodge Loren Raley Billy Uptigrove Melvin Baldridge (assie (asto

Sue Ann Henthorn (lay Shamblin Randy Cantwell Buz Holloway Brad Ralstin AnjiVonTungeln Gary Barnard LuAnn Chance
(atherine Hester Aaron Siemers Larry Carter Latania Holt Juan Ramirez Aaron Vrbenec Rick Barnes Darrel Chandler
Anita Hixon Stacy Smith Lupe Castro Alan Horton Jeff Ramsdell Fred Wanker Mark Barringer Donald Chaney
Lanny Holman Joyce Stanmire Jana Cathers Doug Howeth Tom Reasnor Bryce Ward Shawn Barron Mike Chapman
Misty Holtgrefe Scott Stearman Michael Chester Will Hubbard Shannon Reed Kyle Welcher Karen Bartley Richard Chin
Paul House Marla Strack Yong Cho Lauren Humphrey Doug Reuss Tom Wible Cody Barton Nikki Church Lemon
Brian L. Howard Luke Strickland Tony Churchill (risty Hutchens Jack Rhine Jackie Wicks Bob Bary (athy Clark

Roy Howe Michelle Surratt Cherokee Clark Mark Hylton Dusty Rhoads Andy Widmer Dustin Baxter Charles Clark
Donna Huff Blake Surrell Justin Clark Jamie Jackson Tiffany Rhodes Leon Wildman TraciBean Linda Clark

Rosie Hutton Jaime Tatro Carolyn Coble Randy R. Jackson Jerry Rhymes Jill Willey Thomas Beaty James Clay
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Dana Clayton
Jack Clement Jr.
Bryan Clevinger
Paul Coffey
Jackie Cole
Robert W. Coleman
Kevin Collins
Tiffany Collins
Christian Combs
Douglas Combs
Gary Compton
Michele Compton
Bill Connard

Paul Conway

Ricky Endicott
Angie England
Ranulfo Escamilla
Alison Estus
David Eudey
Sara Everett
Stacy Evett
Deanna Farmer
K.C.Ferguson
Mark Ferman
Cori-Dawn Fields
Brad Finley
Donald Fisher
Doyle Fisher

Greg Gromadzki
Ronnie Guerrero
Dave Gum

Todd Gum

Jim Gumm
Rodney Gunter
Roberto Gutierrez
John Gwynn
Patty Haffey
LeaHain

Ronald Halbert
Donny Hale
Garrett Hale
PaulHale

SLIGO, LOUISIANA Wellsite planning is critical to
the development of regions where one play is stacked
atop another, such as the Haynesville and Bossier shales
in northwestern Louisiana.

Phyllis Copley
Curtis Corcoran
Mike Cornette
Geron Cottam
Tim Cottrell

AJ. Cox

Elsie Cox

Marisa Craig
Dennis Crisp
Vernon Crumm 1l
Joshua Crystal
Charlotte Cullifer
Larry Cunningham
Ronnie Cunningham
Arthur Curry
Billy Curry

David Cutright
Bo Daniel
Christy Dare
Fred Daugherty
Donald Davey
Emily Davis
Jacob Davis
Khari Davis

Lisa Davis

Rod Davis

Ricky Daw

Irene Da Rocha
Mario Delao
Aletha Dewbre-King
Hank DeWitt
Brent Dixon
Darrell Dollens
Pete Dominguez
Tyler Doolen
Barney Dosier
Dustin Durkee
Stephen DuBois
Houston Eagleston
Joe Earley
Anthony Earnest
Nate Easter
Michael Edwards
William Edwards
Travis Egner
EricEller

Robert Elliott
Bryan Ellis

Linda Ellis

Kay Elrod

Alan Elswick

Jeff Lane Fisher
Marc Fleischer
Adam Flores
Meara Foreman
Darcie Foster
Jason Fournier
Ricky French
Victor Frias
Bret Frie

Mike Friend
Rodney Friend
MindiFriese
Andy Fritsch
Rachael Fugate
Toby Fullbright
Dennis Gagliardi
Michael Gallo
Beau Galloway
(leab Gamble
Alma Garcia
Lori Garcia
Tonya Garrett
Fred Gates

Liz Gerhard
Josh Gibson
John Gilbert
Rhonda Giles
David Gilliam
Keith Glasgow
David Glass
Zane Glasscock
Jason Glassey
Mitch Goble
Dave Gocke
Brian Goins
Heather Gomez
Alex Gonzalez
Martin Gonzalez
Paula Grace
Brian Graefnitz
Daniel Graham
Henry Granados
Jay Gray
Kenneth Gray
Stephen Gray
Rodney Greathouse
Marcus C. Green
Shane Green
Tracy Green
Brady Greer
David Griffith

Barb Hall

Don Hall

Marcus Hall

Mike Hall

Joe Halstead
Wheeler Hammit
Buddy Harbison
Rusty Hardin
Lonnie Harl
Dewey Harless
Mike Harless
Nathan Harless
Shanna Harmon
Earl Harris
Michelle Harris
Phyllis Harris
Tom Harris
Denise E. Hart
Kenneth Hartfield
Steve Harvath
Randy Hatfield
Daniel Hattaway
Tyler Hawkins
Joe Hays
William Hays
Brian Heckert
Fred Hein

Justin Heinken
Jill Heitert

Darin Herndon
(raig Hicks

Eric Higgins
John Highfield
Donna Hilderbrandt
Rick Hill

Kay Hillabold
Juan Hinojosa
Arthur Hoehne
Gary Hohenberger
Thomas Holland
Nathan Holloway
Pat Holman
Alfred Hooper Jr.
Randy Hooper
Drew Hopkins
Tim J. House

Tim M. House
Lindsay Houston
Brian Howard
Doyle Howard
Kelli Howard

Greg Howell
Sonny Htoon
Paul Hudgins
Jeff Huelskamp
Christine Hughes
Larry Hughes
Rodney Hughes
Zachary Humphrey
Jason llle

Betsy Ireson
William Ireson
Johnny Ison
Bryan Jackson
Mike Jackson
Kris Janzen
Bruce Johnson
George Johnson
Mark Johnson
P.J. Johnson
Steve S. Johnson
Kevin Johnston
Lonnie Johnston
David S. Jones
Fred Jones

Mark Jones

Pat Jones

Greg Jordan
Jessica Jorns
Frances Jowers
Joe Juarez

Larry Justice
Erin Kaiser
Brandon Kammerer
Kevin Kappes
Earl Karickhoff
Robert Keenan
John Keller
Earnest Kelough
Brad Kemp

Ron Kendrick
Mike Key
Tommy Kidd
DonnaKing
Gary King

Ryan Klein

Mark Knapp
Brad Knight
Andrew Kock
Jennifer Kraszewski
Rusty Kreizenbeck
Kim Kremer

Kris Kuehn
Linda Kurtz

Jim Kwasny
Anthony Lafferty
Bill Lafferty

Paul Lafferty
Sidney Lane
Karen Langley
Henry Latimer
Mike Laue

Will Lawler
Ronnie Lawrence
GinaLawson
Joshua Lawson
Larry Lee

Keith Lehman
Brad Lemon
James Lenhart
Shannon Lenhart
Marty Lesley
John Paul Leslie
Dustin Lewis
Alleyva

Jason Lierle
Wayne Light Jr.
Dan J. Lopata
Becky Lorton
Michael Lovelace
Michael Lovero
Dwayne Lowe
Jason Lundy
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Shauna Lyon
Sean Macias
Angie Mackey
(raig Manaugh
Amy Marburger
Robert Marsh lll
Jace Marshall

Billy Martin
Danny Martin
Deb Martin
James Martin
Randy Martin
Robert Martin
Thomas Martin
Chema Martinez
Homer Martinez
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Bruce Matthey
Jeff Maxwell
Mike May

James Maynard
Andrea Mays
Vicki McCabe
Dax McCauley
Chris McClaine
Mike McClellan
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Thomas McComas
Meri McCorkle
Johnny McCoy Jr.
Rocky McCoy
Gene McCutcheon
Casey McDonough
Vanessa McDougal
William McFadden
Terry McGrady
Jeff McGuire
Donny McHenry
Amy Mcllhenny
Arlie McKee
Keith McKee
Nick McKenzie
Bill McKinney
Doug McPherson
Dirk McReynolds
Donnie Meade
Dan Melcher
Bruce Melton
Oscar Mendoza
Saxon Mesa
Paul Messer
Casey Miller
Cathy Miller
Daryl Miller

Jeff Miller

Kelli Miller

Mark Miller
Eligah Mills

Tom Mills

Maya Mims

Kyle Minyard
Greg Mitchum
Jeff Mobley
Cheryn Mok
Stephen Mollett
Jim Moore
Michael L. Moore
Sherrie Moore
Teresa Moore
Dave Morehouse
Jose Moreno Il
Phil Moser

Jim Mottesheard
Doug Mullins
Jaime Munoz
Dan Muret

Sean Murphy
Justin Murray
Bhavin Naik

Tim Nance

Tim Napier
Rusty Nash
James Neal Jr.
Scott Nease
Donna Neel
Jarrod Newberry
Kena Newman

Roger Newsome Jr.

Robert Niavez
Sid Niles

Justin Nimrod
Kelly Nix

Curtis Nixon Jr.
Kenneth Nolan
GregNorthern

Adam Olivares Jr.
Michele Oliver
Dara Oney
Charles Oshorn
Billy Osendott
Bryan Ott
Kary Ott
Katie Overton
Rodney 0’Brien
John 0’Neal
Tony Padgett
Joe Paetzold
Wray Paine
Bill G. Parker
Matthew Parker
Michael W. Parker
Toni Parks-Payne
Amanda Parsons
Trisha Pate
Hoot Patterson
Kevin Patterson
Kenneth Payne
Deborah Payne-
Sherwood
Tom Pepper
Brooks Perry
GenaPerry
Jody Perry
Mike Perry
Joe Peterson
Donald Petzold Jr.
TeresaPexa
Kevin Pfister
GregPichler
Michael Pickens
Susan Pickens
Joe Pierce
Billy Pillars
Josh Pitts
Steve Poe Jr.
Harold Porter
Johnny Porter
LaTonya Porter
Leon Potter
Jared Pounds
(ara Pourtorkan
Reco Preece
Bob Price
John Prichard Jr.
Jennifer Prince
Martin Province
Bobby Putman
Jeff Raines
Weldon Rainey
Larry Raleigh
Keith Rasmussen
Billy Ratliff
Jennifer Ratliff
Peter Rauscher
Donna Ray
Lonnie Ray
Vickie Ray
Gavin Reed
Kenneth Reed
Melissa Reed
Nathan Reed
Stevie Reed
Brian Reeder
Lorrie Renfro
Philip Renner
R.J. Retzer
Jeffery Rhoades
Stewart Rhoades
Jerad Rhodes
Mike Rice
Ray Rice
Bill Richardson
Chad Richardson
Joni Richardson
RalphRiffle Jr.
Johndetta Riley
Johney Riley
Steven Riley
Brandon Ripley
AJRisner
Nakita Rizzo
John Robinson
Rusty L. Robinson
Pedro Rodriguez
Brad Rogers

Cliff Rogers
Dionne Rogers
John F. Rogers
Chuck Rose
Dayton Rose
Kristin Rose
Hargis Ross

Lloyd Rubottom
Gary Russell
George Russell
Jim Russell
JohnRyza

Scott Sachs
Clinton Salyers
Gary Sanders
Jason Sarakatsannis
(arl Sargent

Jay Savill
Brandon Scheffler
Rob Schindler
Doug Schmidt
Randall Schultz
Greg Schwerdtfeger
Emily Scott

Kathy Scott

Bart Seaman
Jennifer Sebo
Larry Segar
Steve Seliquini
Ivan Semien
Perry Settles

Gail Shackelford
Tommy Shaffer
Arco Sharp Jr.
Jackie Shaver
Stan Shaw
Donald Shelley
Marvin Shepherd
Greg Shingleton
Tammy Shingleton
Mike Short

John Shreve ll
Odie Shreve

Lee Shreves
Derrick Sier

Bob Simmons I
Brian Simmons
Justin Simonton
Billy Sims Jr.

Cami Sims

Leo Sinnott Jr.
Brian Skidmore
Ralph Skinner Jr.
Charles Sloan
Malcom Slone
Miranda Small
Eric Smith

John Smith
Jonathan J. Smith
Lindsey Smith
Roy Smith

Scott Smith
Stephen Smith
Ronald Snyder Jr.
Manuel Soriano Jr.
Myron Sowards
James Spiller
Keith Spitzenberger
Larry Stacy
Briana Steelman
Tarza Steiner
Robert E. Stickler Il
Robert Stickler
Jason Stidham
Justin Stinson
Jayson Stock
Brandon Strack
Lola Strickland
Dave Stumbo
Scott Sullivan
Travis Sullivan
Todd Swartzbaugh
Anthony Sweeney
Charles Switzer Jr.
Jim Tampke
Philip Tanner
Mike Tarpley
Brian Tatro
Gearold Taylor
Jody Taylor

Stephen Taylor
Carole Tear

Eric Tennant
Steve Tharp

Joe Thomas
Lawrence Thomas
Val Thomas
Willie Thompson Jr.
Mike Tigner

Billy Timmons
Kelly Torri

Cheryl Tramell
Huy Tran

Matej Triska
Scott Truesdale
Vernetta Tubbs
Kristi Turner
Matt Turner
Susan Tuter
Kenna Ulderich
Sharon Ulmer
Jason Updegraff
Dana Vaden
Joseph Valerio Il
Banner Vanderpool
Jakie Vaughan
Ryan Veirs
Suzanne Victoria
Lupe Villarreal Jr.
Tammie Voelker
Lindsey Von Tungeln
Kenneth Wagoner
Benny Wallace
Charles Wallen
Richard Walls
Leonard Walters
Justin Wardrop
Brian Wasinger
Karen Watson
John Weaver
Ginny Webb
Thomas Webb
Lisa Webb Johnson
Shae Weddle
Jeff Weides

Keith Wells

Lee Wescott

Kyle White

Larry White
Mallorie White
Dan Whitmarsh
Valerie Wible
Charles Wilburn
Dale Wildman
Brooke Wiley
Mark Wiley II

Lisa Wilkinson
Dallas Williams
David S. Williams
Nancy Williams
Terry Williams
B.J. Williamson
Jason Williamson
Hack Willis
Ronnie Willis
Kent Willoughby
Brian Wines

Kelli Witte

Brad Wittrock
Justin Wollenberg
Julie Woodard
Donald Woody
Ricky Workman
Leann Wright
Yandy Yarbrough
Doug Yeager
Danna Yeargin
Bo Youngblood Il
Justin Zerkle

Russell Ables
Jessica Acker
(laude Adams
James Adams
Kelli Adams
William Adkison
Ethan Adler
Rohit Aggarwal
Kris Aldridge



Daniel Alford
Kenny Alford
Jamie Allen
Joshua W. Allen
Jimmy Allred
Billy Alven

JoeE. Aly

James Amelung
Bob Amyx

Carol Anderson
Gary Anderson
Randi Anderson
Shelby Andrew
Melanie Andrews
Howard Arnold
Zachary Arnold
Liz Arthur

Thad Ashcraft
Kevin Ashley
Amy Askew
Micah Assulin
Jennifer Atwell
Roger Averitt
David Avery

Ed Back

Misty Baeza
TimBagby

Allen Bagley
Michael Bahrenburg
Ronald Bailey
Butch Baird
Charles A. Baker
Dennis Baker
Sitaraman Balakrishnan
Boomi Balasubramaniyan
Christa Ball
Michael T. Ball
Lisa Ballard
Janice Balliet
William Barker
DeanBarnes
Keith Barrett
Cecelia Barrington
Joshua Barton
Lorie Barton
Brandon Bashaw
Warren Bass
Douglas Baughman
Tammy Baxter
Tim Beard
Tiffany Beaver
Terri Becker
Steven Beckett
Jim Bedford
(lint Beeby
Steve Beeson
Danny Beets
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Robyn Belew
Paige Benedict
Cheryl Bennett
Garrett Benton
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Sharon Berkley
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Robert Bevel
Amar Bhakta
Randy Bickel Jr.
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Jacob Biernacki
Pam Billingsley
Matthew Birch
Jeremy Black
David Black Jr
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Tony Blasier
Jimmy Blevins
Doug Bohlen
Richard Bolding
Brandi Bonner
Daniel Borowski
John Bottrellll
Brian Bounds
Barbara Bowersox
Deven Bowles
Donald Bowman
Drew Boyer
Phillip Bradford Il

John Bradshaw
Mark Brannon
James Branton
Krystal Brauchi
James Bray
Michael Brenizer
Bradie Brewton
HBriant

Melvin Bright Jr.
Wesley Brogdin
David Brooks
Vernon Broomfield
Rob Brott
Natascha Brown
Rodney G. Brown Sr.
T.Brown

Tyanne Bruce
Timothy Brummage
Greg Bruton
Cheryl Bryan
J.D.Bryant

Kala Buerger
Joshua Buie

Todd Bules
(lifton Bullard
Blair Bunch

Niki Burch

Roger Burford
Darrel Burghardt
Julie Burk

John Burkhouse Jr.
Jake R. Burnett
Jim Burnett
Aaron Burns
Charles Burnsworth
Richard Burrhus
Phil Burrow
Joseph Burton
Dustin Bushnell
EricBynum

Tom A.Bynum
Tom Bynum
Scott Byrum
Stephanie Cahill
Jerry Caldwell
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Jason Cameron
Johnnie Campbell
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Kenneth Campbell
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John Canary
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Colt Carpenter
Connie Carpenter
Octavio Carpio
Deborah Carroll
Stephan Carroll
James Carter
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Jose Castelo
Aaron Casto
Brandon Cates
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Gregory Cavness
(assie Cawyer
Rosa Chacon

Tim Chaloupek
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Oscar Chavez
Kathy Cheesman
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Henry Childress
Richard Childress
Stephanie Choate
Twila Christy
Kerry Clapp
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Brandon Clark
David Clark
Dustin Clark
James Clark

Leon Clark

Steve (lark
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Erin Clayton
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Katie Collins
Dee Combs
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Blayne Cook
Jim Cook

Jacob Cooper
Linda Cooper
Christy Copeland
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Justin Cornell
Steve Cornett
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Diego Cortez
Mario Cortez
Janice Cory
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Bobby Costello
Cody Costello
Larry Costello
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Crystal Cottrell
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Chris Cox
Jeremy Cox
Steven Cox
Donnie Craft
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Travis Craig
Denise Cramer
Bud Cravey

Joe Creech
Scott Crim
Jimmy Crone
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Paul Crow
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Ray Cunningham Il
Aaron Daharsh
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Betsy Davis
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Garry Davis
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Leann Evers
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Ricky Farnsworth
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Bryan Ferguson
Keith Ferguson
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Thomas Finch
Brent Finley
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Michael Flanery
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Danny Ford
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Jimmy Forsyth
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Larry Frost

Sam Frydenlund
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Frank Gagliardi
Martin Garcia Sr.
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George Garfield
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Douglas Gaston
Scott Gaston
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Kennie Gay
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Bobby Gibson
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Timothy Giddings
Jon Giffin
Anthony Gilliam
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Jesse Gomez
Lindi Gomez
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Mitch Grant
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almost 400 Oklahoma City headquarters employees
participate in an employee garden, providing fresh
vegetables for themselves and local food banks.
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Shale, Chesapeake’s vertical integration strategy allows
the company to rapidly accelerate its drilling activities.
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Tammy Bennett

Tony Bennett
Sean Benson
Jessica Beres
Brad Berga
Peter Bergman
Edwin Bergner
Matt Berkeley
Leonardo Bermudez
David Bernal
Natasha Bernhardt
William Berry Il
Sergio Berumen
Jay Bessinger
Morgan Beuchaw
Cody Bevan
Jared Bialas
Lyndsay Biby
Geoffrey Bice
Donald Bickford
Travas Bickhart
Sean Bidwell
Mark Biefeldt
Michael Bierly
Corey Bigelow
(arlBiggs

Bryan Billings
Roy Bills

Patty Bingham
Nathan Binswanger
Scott Bird
Benjamin Bishop
Blake Bixler
Amy Black
Melody Black
Niki Black

Travis Black
Mark Blackburn
Dustin Blackman
Robert Blain
Noelia Blair
Justin Blake

Roy Blanchard
Ted Blanchard
Ray Blanco Jr.
James Bland
Tim Blasz

Marla Bleakley
Alan Bledsoe
Andrew Bledsoe
Shane Blehm
Cody Bleigh
Laren Blevins
Tom Blevins
James Blewer
Jason Blewer
Cody Blosch
Travis Bly

Jon Boardman
Jason Boatright
Josh Boaz

Lori Boecking
Brian Boerner
Ryan Bogaczyk
Carrie Bogle
Sandra Bogle
TJBogle

Katrina Bohannan
Robert Bolden
William Bolin
(aleb Bolton
Dave Bolton
Sherry Bonawitz
William Bonecutter
Travis Bonine
Chris Bono
(laude Bonura
Blaine Booher
Bobby Boone
Brandon Boone
Stephanie Boone
Matthew Booth
Henry Bordelon
Mike Bordelon
Roger Bordelon
Kane Borek
Steve Bornsen
Densiel Bottger
Tyler Bottger
Steven Boulware
Steve Bowers
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Michael Bowling Justin Burris Jordan Chambers Edwin Combs Malori Dahmen Brian Dombroski Terry Endicott Matue Forh
Jesse Bowman Harriet Burrow Williard Champagne Jr.  Danielle Comer Dallas Daley Beth Donaldson James Epley James Forney
Matthew Bowman Jeff Burson Aaron Chang Maggie Conell (lay Dallison Wayne Donaldson Adam Eppes Christina Forth
Joe Box Jeff Burt Gustavo Chang-Koo Duane Confer I Jamal DaneshFar Matt Donley Derrick Erb Shawn Fortney
Bobby Boydstun Kyle Burt Bounyeme Chansombat ~ Ben Conley Paige Danford Brian Donovan Justin Erskine Andrew Foshee
Ashley Braden Jeremy Burton Terry Chapman Chris Conner Seth Daniel Thomas Donovan Antone Erve Danny Foster
Kyle W. Bradford Michael Burton Sr. Eric Charoonsak David Conner Andy Darne Dewey Dooley Il Wade Erwin Glen Foster
Reagan Bradford Thomas Burton Jr. Kenneth Chase Robert Conner Stephen Darwent Matt Doporto Derek Esau Jason Foster
Don Bradley Julie Bushong Zac Chastain Kandi Connor John Daugherty Jr. JoeDoran Aaron Escobedo Stephany Foutch
James Bradley Brian Bussie Melissa Chasteen Denver Conrad Felipe Davalos Stuart Doss Victor Escobedo Carl Fowler
Jase Bradley Juan Bustamante Jerry Chavez Jesse Conrad John Davenport Jeff Dotson Bruce Escovedo Sacia Fowler
Jason Bradshaw Lea Ann Butcher Jose Chavez Frank Conserette Il Keely Davenport Cord Doucet Nick Esker Greg Fox
ZacBradt Amy Butler Marcos Chavez Robert Conway Jr. Mark Davidovich Ryan Doud Enrique Espinoza Howard Fox

Tim Brady Charles Butler Paula Cheater Seth Conway Derek Davidson Scott Doud Dennis Espy Logan Franklin
Larissa Braker Cosey Butler Jr. Whitney Cheek Cody G. Cook Steve Davidson Cole Dougherty Delfino Esquivel Brandon Frazier
Bradley Brasington Eric Butler Brian Chenault Cody Cook William Davidson Sarah Douthitt Phillip Estepp (hase Frazier
Blake Braswell Steven Butler Stephanie Cheng Eric Cook Bart Davis John Dowdell Kirk Estes Michelle Frazier
Danny Bratcher I Joe Button Taylor Chennault Ryvers Cook Bennett Davis Eric Dowell Martin Ftem Keith Free

Cory Bratina Stephen Button Terry Cheramie Zackery Cook Beverly Davis Ashley Doyle Debbye Eubanks Lindsey Free

Lee Ann Bratten Zack Butts John Chidester Jr. Johnathon Cooke Bradley Davis Kathy Doyon Robert Eutsey James Freeman
Allen Bratton Jr. Robert Byers Theo Chidester Shane Cooley Jr. Brian Davis Aaron Drabnis Brandon Evans Michael Freeman
Jason Bratton Kelly Byford Dave Childers Kyle Coon (ollette Davis Luis Dragustinovis David E. Evans I Donnie French
Mike Bread Charlie Byrd Billy Childress Kyle Cooper Dustin W. Davis Kristina Drawbridge Donald Evans James Fretwell
Dax Brecher Bryan Bone Steve Childress Larry L. Cooper Felicha Davis Michael Driscoll Jeffrey Evans Kristin Friday
Cache Breedlove James Cahoon Jr. David Childs Jr. KaraBeth Copenhaver Jason Davis Jason Driver Kevin Evans James Friend Jr.
Gerry Brem Ryan Cain Billy Chilson Will Corbyn John W. Davis Dana Drury Lesley Evans Frank Frieri
Matt Brennan Brian Calder Daniel Chilson Allan Cormier Kim Davis Michael Dube Mark K. Evans Shawn Fromille
Jayson Breunig Javier Calderon Eric Chilson Mike Cornell Kristin Davis Benjamin Duckworth Roy Evans Brian Fuentes
Cody Brevelle (layton Calhoun Gretchen Chilson Carl Corner Megan Davis Ronnie Dudgeon I Steve Evans Bryant Fulk
Brian Brewer Jerry Callahan Jason Chilson Amy Cornforth-Long Michael Davis Il Eric Dudley Bryan Eveland Al Fuller

Tim Brewer Rick Callahan Jeffrey Chilvers Kate Cornwell Scott Davis Amy Dugan Robert Evers Jr. Josh Fuller
Blaire Bridges Katie Callaway Eric Chipps Edgard Corona Seslie Davis Dug Dugan Richard Ewald Roland Fuller
Jason Bridges Jason Callen Joshua Chonko Evaristo Correa Tad Davis Bernard Duke Kristin Ewert Terry Fuller
Jason Briggs Noel Camacho Jonathan Christian Wesley Corrick Tyler Davis Dave Duke Justin Ezell Brett Fullmer
Mark Brinegar Carlos Camacho-Martinez - Liza Christian Aaron Corter Bryan Davison Ernest Duke Stacy Ezell Christi Fulton
Larry Briscoe Nicholas Camburn Jerome Christopher Neil Cory Jr. Danny Davisson I James Duke Eric Ezzolo JoAnn Fulton
David Bristol Marissa Camp Jacob Chrones Harold Cosner Brett Dawkins Jeff Dukes Anthony Falkowski Russell Fultz Jr.
Courtney Britt Alan Campbell Eric Cindric Josh Cosner Sarah Daws Cameron Dullea Ricky Farmer Kevin Furr

Greg Britt Ashley Campbell Jerry Circelli Fernando Cossio Monica Day David Duncan David Farnsworth Kyle Gabb
Steve Brominski JessicaCampbell (ason (lagg Dan Costello Roger Day James Duncan Jon Fason William Gaddy
Buddie Brooks Kelsey Campbell Daniel Clampet (layton Costlow Trey Day Ill Chelsea Dunlap Dwight Faux Drue Gage
Justin Brooks Ron CampbellJr. Abby Clapp Kirk Cotham Eric Dean Larry Dunlap Sammy Feagin Drew Gagliardi
Christopher Brosius Joesph Canaday Cheryn Clapp Megan Cotton Greg Dean Craig Dunn Heather Felder Jill Gagliardi
Robert Brosko Chris Cannon Jesse Clapp Chester Cottrill John Debruin Michael Dunn Lori Felder Kyle Gagliardi
Holly Brotherton Lindi Cantrell Chris Clark Marc Coughanour Benay Deckard Woody Dupre Abraham Felix Sarah Gainer
Angela Brown Salvador CantuJr. Josh Clark Vashon Coverson Jameson Deen Joe Durham Jacob Fellenz Kristi Galbraith
Chris Brown (harles Caraway Paul Clark Margaret Covington Barry Dees Robert Durham William Feltner Brad Gale
Christopher Brown Jordan Carden Stewart Clayton Ashley Cowan Derek Dehoyos Jessica Durrett Alex Fennema Randall Gall
David Brown Nikki Cardenas James Clements Charles Cox Timothy Delaney Allison Dvorak David Fenton Randis Gallaway
Heather Brown Victor Cardenas Sr. Ken Clemons (layton Cox James Delauder Cindy Dykes Ryan Fenton Billy Galloway
Henry Brown Victor Cardenas Jr. Tom Cleveland Dustin Cox Mike Delauder Jude Dysart James Ferguson Eileen Galvan
Josh Brown Arnold Carey Jr. Josh Clifford Orrin Cox Heather Demarest Richard Fads Jonathan Ferguson Gerardo Galvan
Mark A. Brown Adam Carleton Zsanett Clifford Joe (raig Angela Dempsey Stephanie Fagle Kevin Ferguson Curtis Gambill
Michael Brown Il Brian Carlozzi Jessica Clifton Kara Crain Joshua Desko Cody Eakle Neeley Ferguson Jake Gamboa
Moriah Brown David Carlson Richard Clifton Jason Crawford Joshua Deville Mark Earl Patrick Ferrebee Jr. Stephanie Gannaway
Rodney J. Brown Trinity Carman (harla Cline Kenneth Creel Jr. Kyle Deville Reed Early Heather Ferrin Deborah Garbark
Ronald Brown (andace Carollo Jack Clinger Gail Creighton Jack Dewbre Brian Earnest Trevor Fessler Antonia Garcia
Willie Brown Il Jason Carpenter Patrick Close Monte Creps Timothy DeHaan Zach Eastham Bobby Ficco Guadalupe Garcia
Mike Brownell David Carrico Brian Closson Alex Criner Timothy DeKinder Garry Eastwood (lara Fidalgo Heriberto Garcia
Rick Browning Jose A. Carrizales Glen Clothier Dorine Crisman Walt DeLap Il Joshua Eaton Shelby Fidler Jesus Garcia Jr.
Michael Brunsman James Carroll Tricia Clothier Taylor Crisp Stacey Delaune Jose Echavarria Daniel Fieker Mario Garcia
Corey Brutsman Shawn Carroll Travis Clutter Mark Crocker Edward Dela0 Dustin Eck Jon Filbert Martin Garcia Jr.
Erik Bryan Robbie Carson Jessica Coats lan Cronkhite Bronson Deleeuw Jason Eddy Clint Filson Jordan Gardner
Richard Bryant Dusty Carter Kristyna Coats Brittany Croslin Tom DeMann Wesley Eddy Mark Fimple Rodolfo Garduno
Scott Bryant Gail Carter Chris Cobbs Troy Crossen Sean DePriest Chance Edge Lawrence Finch Loni Garis

Brad Buchan Jonathan Carter Robert Cockburn Michael Crouch Lance DeSpain Dave Edgmon Isaac Finkbeiner David R. Garner
AlexBuchanan Meg Carter Timothy Cockerham 1 Kari Crow Kyle DeVoe Lanese Edmond Jeremy Finkbeiner David Garner
Trey Buchmeyer Roger Carter Kyle Coe Odis Crow Gary De Los Santos Mandy Edmonds Lezli Finsterwald DaNeil Garner
Juan Bucio Dusty Cartrette Paul Cogar Nicole Crow! Anthony DeLos Santos ~ Michael Edmonds Nick Fischietto Phillip Garner
Kylie Buckles Mac Carver Weston Cogburn Acacia Croy Nicole De Luna Chad Edmondson Kurtis Fish Stan Garner
Emily Buckmaster Heleodoro (asarez Matt Coker Patrick Crump Sandra Dias Cody Edwards Angela Fisher (Chelsea Garrapy
EricBuddenbohn Allison Cashman Sherry Coker Conner Cruson Ben Dickason EricR. Edwards Charles Fisher Bryan Garrett
Ryan Buersmeyer Nik Casiano Alex Colarusso Eduardo Cruz Jeff Dietert Johnson Edwards Clay Fisher Nick Garrison
Michael Bullock Lauren Cassel Quincy Colbert Carmen (sizmadia Ashlee Dieu Jonathan Edwards Jeremy Fisher Stephanie Garrison
Bobby Bumgarner Scott Castaneda Jeremy Cole Keeley Cuccio Daniel Diffey Mike Edwards Robert Fisher Tammy Garvin
Robert Bunke Brad Castle Brandon Coleman James Cudd John Dill Samantha Edwards Adam Fitzgibbon Matthew Garwood
Chris Bunn Josh Castleberry Jason Coleman Andrew Cullen Eddie Dillard Seth Edwards Jason Flaherty Dolores Garza
Stephen Burchard Encarnacion Castro Jeffrey Coleman Bart Cullins Jr. Michael Dinelli Wyatt Edwards Jody Fletcher Eduardo Garza
Sam Burdge Pete Castro Ann Coleson Kerry Culver Robert Diosdado Angela Eicholz Frankie Flores Mary Gaskill
Brett Burger Sean Cates Kari Collard Katie Cummings Hilary Dittman Darius Ekhtiar Mark Flores Beth Gaston
Carl Burkhammer Allen Catlett Suzi Collier Kelly Cummings Belinda Dixon Tim Eklund Toby Floyd Tim Gaston
Bruce Burkhardt Jr. Rolando Cavazos Bill Collins Shaun Cummings Joel Dixon Rania Elghazi Jed Foley Blaine Gatian
Cody Burnett Ashley Cawthron Billy Collins Tim Cummings Amy DiMaria Mario Elizondo Alexander Fontaine Justin Gauthier
Don Burnett Nicholas Cerbone Cindy Collins Danielle Cummins Taiz DiRienzo Trey Ellers Pete ForadoriJr. Travis Gay

Jake L. Burnett Doug Cerretani Cody Collins Mike Cummins Jason Doan Brad Elliott Ashley Ford Albert Gaylord
Jami Burnett Mike Cervantes Gary Collins David Curtis Bob Dobkin Michael Emanis Darren Ford Jeff Gearhart

Ty Burnett Brandon Chabot John Collins Trevor Curtis Christopher Dockery Jerry Embrey Sloane Ford John Gebhardt
DelvinBurns David Chadwick Laurie Collins Edward Cutright Peter Dodgen Michael Embrey TaraFord Brad Geer
James Burns Jake Chambers Jack Colten James (yr Charlie Dolezal Kevin Emfinger Gary Fordyce Jr. Warren Geionety

Sarah Burns Jonathan Chambers Drew Columbus Jr. Walter Dahm Jaclynn Dollins Roger Emmelhainz Elwood Foreman Jr. Jerry Gentry Jr.
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Kenneth Gentry
Chris George
Jerry George I
Brian Gibbs
John Gibbs Il
Lane Gibbs
Chris Gibson
Hayley Gibson
J.D. Giddens
Tricia Giffin
Matt Gilbert
Larry Gillespie Jr.
Matthew Gilliam
Charles Gillis
Tracy Givens
David Gladwin
James Glass
Christina Glaviano
Davis Gleason
Ronnie Glenewinkel
Henry Glenn
JeffS. Glenn
Sally Glenn
Scott Glenn
Wilbert Glover Il
Spencer Goad
Allison Gocke
Ryan Goddard
Jon Godsy
Dana Goe
Josh Goforth
Kandy Golden
Derrick Goldston
Dustin Goldston
Mario Gomez
George Gonzales
Sam Gonzales
David Gonzalez
Fabian Gonzalez
Jose Gonzalez
Ray Good Il
Pat Goodman
Daniel Goodwin
Andrew Gooshaw
Bryan Gordon
Daniel Gordon
David Gore
Ronnie Gore
Nick Goree
Thomas Goslin
Travis Gosnell
Adam Gospodarek
Steven Gosvener
Brandy Gottschall
Richard Gowan Jr.
J(Goza
Evelyn Grace
Carlos Gracian
Alicia Graham
Dana Grant
Dusy Grant
David Grapusa Jr.
Dusty Graves
Jon Graves
Joseph Graves
Gavin Gray
Jim Gray
Jon Gray
Eric Greathouse
John Greathouse
Geoff Green
Jeff Green
John Green
Justin Green
Lucas Green
Michael Green
Randy Green
Ronald Green I
Silas Green
Jane Greene
Mike Greenough
Jennifer
Green-Pongrattanaman
Jason Greer
Kyle Gregor
Regina Gregory
Chris Grewell
Mark Gribbin
Ryan Griffin
Janelle Griffis

Mike Griffith
Anthony Grillett
Jeff Grim

Jeff Grindstaff
Chad Grinnell
(lay Grissom
Tara Gross

Vertis Grummert
John Gryder
Jose Guajardo Jr.
GGGuerra
Homero Guerra Jr.
Matt Guerrero
Miguel Guerrero
Roy Guerrero
Arnaud Guillemard
Agustin Guillen
Daniel Guinane
Michael Gulikers
Brenda Gumm
Barbara Guskin
Carly Gustafson
Galen Gustavus
Jimmy Gustavus
Steven Gustavus
Joseph Guthrie
Thomas Guthrie
Joe Gutierrez
Jose L. Gutierrez
Leopoldo Gutierrez
Jamey Guzak
John Haag
Matthew Habuda
Tim Hackenberg
Josh Hack
Richard Hackney
John Hadlock
Jessica Haer
Joshua Haile
Robert Hajdas
Kyle Hakes

Todd Hakes
Alicia Haley

Alex Hall

Billy Hall

Brock Hall

Derek Hall
Gabriel Hall
Gerad Hall
Richard B. Hall
Ryan Hall

Calwin Halpin
Ricky Hamilton
Russell Hamilton
William Hamilton
Brian Hamiter
Billy Hamm
Stuart Hamman
Todd Hammer
Augusta Hammergren
Brian Hammerschmidt
Melissa Hammontree
David Hancock
John Haner Jr.
Jeremy Hanes
Regan Hankins Jr.
Joel Hanks
Angie Hardey
Richard Harding
Keith Hardman
Graigery Harer
Dayne Hargrove
Bradley Harkness
Rick Harless
Colby Harlow
JessicaHarmon
Lane Harmon
Lewis Harper
Mike Harper
James Harris Il
RobertR. Harris
Sara Harris

Tim Harris
Timothy Harris Jr.
Rodney Harrist
Gary Harshey
Denise C. Hart
James Hart
Margaret Hart
Pat Hartley

Paul Hartman
Brett Harvey
Keith Harvey

Rick Harvey
Christopher Harville
Kenneth Haskey Jr.
Nathan Hassinger
Kelly Hastings
Matt Hastings
Cody Hasty
Timothy Hatesaul
Alan Hatter
Franklin Hawes Jr.
James Hay

Jeff Hayden
Daniel Hayes
Kevin Hayes

Ryan Hayes

Drew Haymaker
Rowdy Haynes
Steve Heard

Ben Hearnsberger
Roxanne Heath
Lee Hebert IV
Trey Hebert
Jeremy Heck

Kyle Hedrick

Lynn Heidebrecht
Clay Heller
Jonathan Hemsley
Bob Hendricks
Allison Hendrix
Joseph Hendrix
Edward Henke
Tyler Henning
Angela Henry
Garrett Henry

Jed Henry

Patrick Henry
David Hensley
Laura Hensley
Austin Henson
Christian Hernandez
Juan Hernandez
Jake Herod
Shelley Herod
Tacha Heron
Fernando Herrera
Gerardo Herrera
Brent Herring
Matthew Herring
Christi Herrington
Kimberly Hesse
Charles Hester
Dennis Hester
Erin Hettman
David Hewitt
Clark Hickman
Alston Hicks
Jaime Hicks
Jordan Hicks
Scott Hicks

Tracy Hicks
Destery Hidlebaugh
Ryan Hidlebaugh
Jimmy Higginbotham
Michael Higginbottom
Amy Higgins
James Higgins
Tiffany Hight
Arrin Hill

Elgie Hill

Geno Hill Jr.

Jaron Hill
Jeanette Hill

Mike Hill

Stephen Hill
Kristen Hillis
Geoffrey Himmelreich
Tommy Hinchman Jr.
Freddie Hines
Scott Hinman
Daniel Hinton
Kevin Hlatky
Steve Hoaglund
Damieon Hodges
Sarah Hoffman
Russell L. Hogue Il
Clarissa Hollander
Dustin Hollen

Alayne Hollis
Brett Holloway
Steve Holloway
William Holloway
Allison Holman
James Holman
Lincoln Holman
Cori Holmes

Eric Holmes

Nick Holmes

Chad Holst

Kerra Holsted
EricHolsten

Kevin Holt

Conrad Holub
Ragen Homesley
Matt Hood
William Hood Jr.
Hudson Hoosier
Joe Hoover

Jon Hoover
Joshua Hoover
Jaime Hopkins
Jason Hopkins
Karen Hoppe
TamiHorn

Tanner Horn
Michael Horner
William Horner
Christopher Hornshy
Mike Hornsby
Aaron Horton
Chaz Horton
Amanda Horvath
Robert Horvath
EricHottenstein
Kevin Hough

Mike Houlihan
James Houser
LizHouser

Jared Howard
Shaun Howard
Charles Howdershelt
Dustin Howell
Sandra Howerton
Dagoberto Huante
Denny Hubbard
Shane Hubbard
Courtney Hubert
Rita Huckle
Andrew Hudacko IV
John Huddleston
JessicaHudgens
John Hudson
Alan Hudspeth
Helene Huff
Alexander Huggett
Eric Huggins

Chris Hughes
Cody Hughes
JimHughes
JohnHughes
JonHughes
Walter M. Hughes
Lois Hugo

David Hugus Il
Forrest Humphrey
Kyle Humphreys
Joseph Humphries
Hannah Huneryager
Bill Hunt

Bobby Hunt Jr.
Greg Hunt

Stuart Hunt

Lloyd Hunter
Amy Huntsman
Robert Hurlocker
Justun Huston
Chelsey Hutches
Jason Hutchinson
Robert Hutchinson
Chris Hutchison
Luke Hux

Bryan Huyck
Ashley Hyde
Seanlago

Kristin Ikard

Jeff lliff

Clinton Imig
EarlInce

James Iness Jr.
Chris Infante Jr.
Todd Ingalls

Tai Ingerick
JeffIngerson
Paul Ingram
Nicholas Inthirath
Brian Irving
Brian Irwin
Jennifer Isaac
Richard Isbell
Ryan Iseman
Jason Ives

Troy Ivey
AlJackson
Benjamin Jackson
Brandi Jackson
David Jackson
Greg Jackson
James Jackson
Jason Jackson
Jeff Jackson
Jeffrey Jackson
Joe D. Jackson
Josh Jackson
Michelle Jackson
Nathan Jackson
Randy L. Jackson
Thomas Jackson
Toby Jackson
David Jacobi
George Jacobs
Justin Jahansouz
Chris James
Lanie James
Mark James
Artemio Jameson Jr.
Rance Jameson
Steve Jameson Il
Jackie Janicek
Timothy Janis
Paul Jankowsky
Brad Janssen
David Jarrell Jr.
Caleb Jarvis
Robert A. Jarvis
RobertB. Jarvis
Catlin Jefferson
Amanda Jenkins
Corey Jenkins
Ralph Jenkins
Matt Jenlink
Richard Jennen
BluJernigan
Robert Jessup
Herbert Jewett
(asey Jobe
Bobby Johnson
Chris Johnson
DarrylJohnson
Deanna Johnson
Doug K. Johnson Jr.
EricJohnson
Jared Johnson
Jennifer Johnson
Jimmy L. Johnson
John Johnson
Kelly Johnson
Lauren Johnson
Matthew Johnson
Max Johnson
MichaelR. Johnson
Peter Johnson
Rob Johnson
Tera Johnson
Troy Johnson
Wayne Johnson
Will Johnson Il
Damon Johnston
Greg Johnston
Holly Johnston
Ron Johnston
Kristen Jondahl
Carie Jones
Casey Jones
Deana Jones
Eric Jones
Garett Jones
Jeff A. Jones
Kevin Jones

Marty Jones
Marvin Jones Jr.
Mike Jones

Missy Jones
Rustin Jones
Stefanie Jones
Tim J. Jones
Wreginald Jones
Chalain Jordan
Jonathon Jordan
Kenneth Jordan Jr.
Javier Joslin
Trace Joycelll
Alejandro Juarez
Claudio Juarez
John Jukes

Matt Julias

Kevin Justin
Shipman Kahanu Jr.
Tanner Kancilia
Josh Kapchinske
Christopher Kapelczak
JacobKapson
Mark Karickhoff
Rachel Karker
Kris Karnes
Shawn Karr

Stan Kaszupski
Kyle Kauk

Nick Kauk

Dustin Keefer
Dustin Keel

Jake Keen

Klint Keevert
Greg Kegin

Brad Kellam
Amy Kelley
KeriKelley

Todd Kelley
Nicholas Kellogg
Adam Kelly

Billy Kelly
Chrissy Kelly
Keith Kennedy Jr.
Lonnie Kennedy
David Kennelly Jr.
Shelby Keown
Meghan Kershner
Megan Kidd
SeanKidd
Matthew Kidwell
Meredith Kiesel
ChariKiger
Theodore Kimball
Lindsay Kimber
Debbie Kimbrell
Danielle Kimbro
GregKindsfather
Ashley King

Bill King 11l

David King Jr.
JasonKing
KevinKing
LukeKing
PamelaKing
LoriKinney
Darrell Kinsey
Scott Kinter
David Kio
JeffKirk
Jennifer Kirk
TiaKishketon
AustinKlavan
Tommy Klein
Chris Klingman
Seth Knapp
Sandra Knarr
Wade Knickerbocker
Daniel Knight
Kevin Knight
Nicholas Knight
Virgil Knotts Jr.
Megan Knowles
Candace Knox
Jacob Knuckols
Sarah Knudson
Jeremy Knutson
Keri Kobs
Richard Koch
SeyiKolajo

Christopher Kolb
Josh Koon

Tom Koontz

Jon Kopec
William Kosik
Ken Kostecky
Derek Kreischer
Cody Kroll

Brett Kronick
James Kropp

Nic Kruckeberg
Scott Krueger
Bryan Krusemark
David Kuntz

Ted Kuschel
Andy Kuykendall
Chelsea Kyger
Tony Kyle

Mac Laas

Frank Labor
Gibran Lacey
(raig Lacher
Seth Lady

Brian Lageman
Scott Lair
Stephanie Lamb
Harry Lammy
Wessley Lamoreaux
Evan Landers
Jason Landis
Larry Landreth
Chelsea Landrum
Beau Landry
Trey Landry
Kathleen Lane
Richard S. Lane
Karl Langer
Ronnie Langford
Johnny Langley
Darrel Lankford
Randall Lantz
Louis Lara

Eddie LargeJr.
Neil Larsen Il
Edwin Larson
GregLarson
Kurtis Lasater
Ahmed Latoni
Daniel Lavigne
Dennis Lawrence
Josh Lawrence
Randy Lawson
Whitney Lawson
Jacob Lawyer
Vickie Laydera-Collins
James Layman
Dearl Laymon
Corey LaCombe
Chad LaCross
Michelle LaFluer
Doug LaHaye
Jennifer Le

Mary Le

LaGayle Leake
Arnulfo Leal
Rocky Leatherwood
Laura Lechtenberg
Brian Lee
ChrisB. Lee
Daniel Lee

Jason Lee

Kevin Lee
Marcus Lee Jr.
Rickey Lee Jr.
Roy Lee

Scott Lee

Larry Legg
Amanda Leigh
Jason Leigh
Marty Leischer
Brooke Lemley
Bryan Lemmerman
Thomas Lemmons
Nick Lemon

Jake Lempges
Christopher Lentz
Brett Leonard
Stacey Leone
Charles Lewis Il
Dennis Lewis

Justin Lewis
Kasey Lewis
Lawrence Lewis Jr.
Micheal Lewis
Paul LeBlond
Joshua LeGrande
Gabriel Lichtenberger
Mitch Lied
Kasey Lilley
Chad Limberg
Travis Lindenfelser
Jason Lindsey
Jeremy Lindsey
Kyle Lindsey
Mike Linse
Linwood Lirette Jr.
Randy Little
Jacob Littlefield
Melinda Littlefield
Whitney Lively
Thomas Lloyd
John Loesel VI
Shana Lofaso
Sara Loftin
Keenan Lohrding
Wesley Long Jr.
James Loomis
Alex Lopez
Alfredo Lopez Jr.
Gerardo Lopez
Josh Lopez
Rudy Lopez Jr.
Margaret Lorden
Joshua Losinger
Nicholas Lott
Steven Love
Melissa Loveland
Clinton Lovell
Lance Lovell
Timothy Lovell
Doc Lovett
David Lowther
Gerardo Lozano
Andres Lucas
Kyle Lucas
Michael D. Lucas
Michael D. Lucas
Hector Lucio Varela
John Ludwig
Nickolas Luedecke
Steve Luera
Greg Lukeman
Jared Luman
Michael Lumley
Michelle Lunceford
Michael Lunde
Stewart Lundquist
Rockey Lynch
Jacob Lynn
Reggie Lyons
Kha Mach
Jaime Machuca Jr.
Greg Mack
Jessica Mack
Alison Mackie
Kevin MacDonald
Thomas Madden
Trent Magers
Jon Mahan
Justin Mahan
Jeffery Majors
Stephanie Mak
Jose Maldonado Jr.
Lindsay Malinoski
Mark Malone
Stacey Maloney
David Manchas
Stephen Manning
Timothy Manning
John Mantooth Jr.
Jon Mantooth
Shannon Mantooth
Mary Katherine
Maraschick Randolph
Brett Marchbanks
Aaron Marcovy
Michael Marek
Nicole Marion
Nathan Marks
Sonny Marmet
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Terrydon Maroney Sarah Mclaughlin Zach Moore (asey Noonan Eddie Pass Tom Powers Joseph Raynes Michael Robinson
Maria Marquez Wendy McMichael (raig Moorer Brett Norbotten Bindu Patel Lara Prasayasitl Justin Raynor Rebecca Robinson
Ken Marrow Brian McMillan Joaquin Morales Amanda Nordin Chad Patin Reggie Pratcher William Reather Jr. Susan Robinson
Duston Marsh (atreana McMullen Jose Morales Jr. (ole Norman Ryan Patrick Allix Prather Bill Redding Jr. Tara Robinson
Michael Marsh Mellisa McMullen Tiffany Morales Lindsay Norman Andrew Patterson Rhone Prather Andrew Redman DeWayne Robison
Billie Marshall Jr. Chad McNaughton Jonathan Moreau Miranda Norman Bennie Patterson James Pratt James Redwine lll Russell Robison
Jordan Marshall Jim McNorton AaronMorgan Dee Norton Joel Patterson Justin Pratt Jesse Redwine Taylor Robison
Chas Martin Bobby McPherson Amanda Morgan Tad Nowicki Ryan Patterson Kathi Pratt Faron Reed Tjaden Roblin
Gary Martin Jr. Coy McPherson Jr. Sigmond Morgan Ed Nuckols Shannon Patterson Monte Pratt James L. Reed Frank Rocchio
Kory Martin Matt McPherson Betty Jo Morris Keith Nugent Wayne Patterson Jason Price James W. Reed 0Olga Rocha
Michael S. Martin Richard McPherson Carrie Morris Kenneth NullJr. Sheritha Patton Tim Prince Louis Reed Randy Rodeheaver
Ranee Martin RyanMcQuillen Kendall Morris Matthew Nunez Seth Paul

Reid Martin Justin McSpedden Larry Morris Jr. Victor Nunez Tom Pavlinac

Scottie Martin Ethan Meagley Raymond Morris Il Colby Nunley Jamie Pavluk

Tim Martin Randy Medders Richard Morris Philip Nunley Jordan Payne

Yancy Martin Greg Medellin Theresa Morris Barrett Nuzum Joseph Payne

Adam Martinez lll Roy Meek Tyke Morris I Kacie Nyce Kevin Payne

Anneliese Martinez Bill Meeks Robert Morrow David Oakley Derek Pearce

David Martinez Jr. Dale Meharg Il Graham Morsch Heather Odell James Pearce

Jose A. Martinez James Meikrantz Brittany Mortimer Tony Odell Tasha Pearson

Jose A. Martinez Paul Mellen Kirby Morton Angela Odom Ryan Pecanty

Margarito Martinez Ray Melrath Il James Mosley Kathy Jo Odom Ty R. Peck

Prajie Martinez Bret Melton Kimberly Moss Troy Odom John Pedigo

Rogelio L. Martinez Leslie Meltzner William Moss Mark Oekerman Christy Peebles

(ara Maschmeier (rystal Mendez William Mowery Adrian Ogden Dennis Peek

Justin Mascolo Steve Mengee Jared Moyer Chris Ogles Tamara Penney

Bill Masino Jr. Daniel Mercer Tyler Moyers Timothy Ogorman White  David Pennington

Tonja Mason Kevin Mercer Brad Mueller Darren Olach Carlos Perez

Gary Massey Rene Mercon Micah Mueller Ismael Oldham Felipe Perez Y% X
Thomas Massey Jr. Jeremy Merling Brian Mullen Michael Olendorf James Perez Culle - A -
Shain Masterson Jonathan Merrill Jimmy Mullen Michael Olewnik Laura Perez D P
Chasity Mathis Betty Merritt Leon Mullhatten Raul Olguin Manuel Perez X ols Chesapeal(esMeteoroIogyDlws:on
Jason Mathis Herman Meshell Dirk Mullins Owen Olshefskie Rodolfo Perez J. supplies valuable weather information for the company’s field
Mike Matison Brandon Mesko Donald Mullins Aquiles Olvera Rosendo Perez 1 .

Edward Matley Cory Mesko Josh Mullins Ulises Olvera Chris Perry Ope’atmg teamsa”dhedgmgpmgram'

Bob Matousek Dexter Messer Richard Mullins Adam Oman Joshua Perry Dan Prine Paul Reed Zachary Rodeheaver
Brian (. Matthews Kelly Metcalf Stephan Mullins I Anthonia Onuorah Chris Pesesky Margaret Pringle Michael Reel Becky Rodgers
Brian P. Matthews Kenneth Metheny Malcolm Mulvaney Lisa Ooten Kevin Peters Gregory Probst William Reese Terence Rodgers
Jordan Mattson Danny Meyers Ryan Mulvania Sandra Opalka Brittany Peterson Joseph Probst Mike Reeves Fernando Rodriguez
Robert Maurer Timothy Michael Heather Munk Carmen Orosco Donna Peterson Elizabeth Proctor Kenneth Reid Kevin Rodriguez
Randy Maxey Jason Michaud Jose Munoz Lynn Orrell Vanessa Peterson Kirk Proctor Randy Reigh Jr. Maria G. Rodriguez
Max Maxim Alyssa Miller Odutia Munoz Joseph Orsburn James Pettiette Justin Proffitt (reedence Reihs Milton Rodriguez
Heath Maxwell Bobby Miller LawrenceR. Munsey Jr.  AlixOrza Larry Pettyjohn Jack Prosser Katy Reimers Rodolfo Rodriguez
Connie May Brock Miller Jeffrey Murchison Jeffrey Osborn Stephen Pezalski Gabe Provencher Henry Reininger Kevin Roe

Scott May Cassidy Miller Christina Murphree Scott Osborn Jason Phelps Gabe Pruett Michael Reitz Jr. Ronald Roe

Cory Mayernik Derek Miller Danielle Murray Kris Osecky Dan Phillips Jacob Pruitt Paul Renick Lance Roetzel
Reggie Mayes Dewayne Miller Dennis Murray Chad Osko David Phillips Daniel Pruneau Tyler Renick (had Rogers
Sabrina Maynard Ennis Miller Dylan Murray Edward Osmus James E. Phillips Jerry Puckett Erin Revill Derek Rogers
Rachel Maynor Jake Miller Brandon Murry Benjamin Ott Jason Phillips Christopher Pugh RandiRex Gordon Rogers
Jody Mayo Jennifer Miller Lisa Mustain Richard Otto Mike Phillips Michael Punchard Alejandro Reyes Gregory Rogers Jr.
Chad Mays Larry Miller Greg Myers Noelle Otwell Emily Phipps Marcus Purcell Gabriel Reyes JamesE. Rogers
Daniel McAdams Mark J. Miller Zane Myers John Ousley Lauren Phoenix Steven Purvis Jonathan Reynolds JeffRogers
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Part |
ITEM 1. Business
Our Business

We are the second-largest producer of natural gas and a top 20 producer of oil and natural gas liquids in
the U.S. We own interests in approximately 46,000 producing natural gas and oil wells that are currently
producing approximately 3.0 billion cubic feet of natural gas equivalent (bcfe) per day, 87% of which is natural
gas. Our strategy is focused on discovering and developing unconventional natural gas and oil fields onshore
in the U.S., primarily in the Barnett Shale in the Fort Worth Basin of north-central Texas, the Haynesville and
Bossier Shales in northwestern Louisiana and East Texas, the Fayetteville Shale in the Arkoma Basin of
central Arkansas and the Marcellus Shale in the northern Appalachian Basin of West Virginia and
Pennsylvania. We also have substantial operations in the liquids-rich plays of the Eagle Ford Shale in South
Texas, the Granite Wash, Cleveland, Tonkawa and Mississippian plays in the Anadarko Basin in western
Oklahoma and the Texas Panhandle, the Niobrara Shale, Frontier and Codell plays in the Powder River and
Denver Julesburg (DJ) Basins of Wyoming and Colorado and the Avalon, Bone Spring, Wolfcamp and
Wolfberry plays in the Permian and Delaware Basins of West Texas and southern New Mexico, as well as
various other plays, both conventional and unconventional, in the Mid-Continent, Williston Basin, Appalachian
Basin, South Texas, Texas Gulf Coast and Ark-La-Tex regions of the U.S. We have also vertically integrated
our operations and own substantial midstream, compression, drilling and oilfield service assets.

We have been developing expertise in horizontal drilling technology since shortly after our inception in
1989 and focused almost exclusively on developing natural gas properties in the U.S. from 2000 to 2008. We
were one of the first companies to recognize the potential of horizontal drilling in unconventional natural gas
reservoirs, especially shales, in the U.S. during the early part of the prior decade. During the past five years,
we have grown from the sixth-largest natural gas producer in the U.S. to the second-largest natural gas
producer, in large part as a result of our success in finding and developing unconventional natural gas assets.

In 2010, we announced that we were extending our strategy to apply the geoscientific and horizontal
drilling expertise we had developed in our unconventional natural gas plays to unconventional liquids-rich
reservoirs. Our goal is to reach a balanced mix of natural gas and liquids revenue as quickly as possible
through organic drilling. In 2010, we invested approximately $4.7 billion, net of divestitures, primarily in liquids-
rich acreage to provide the foundation for this shift towards more profitable plays. This transition is already
apparent in the mix of wells we are drilling. In 2010, approximately 30% of our drilling and completion capital
expenditures were allocated to liquids-rich plays, compared to 10% in 2009 and a projected 50% in 2011 and
75% in 2012. Our production of oil and natural gas liquids was 50,397 barrels (bbls) per day during 2010, a
56% increase over the average for 2009, as a result of the increased development of our unconventional
liquids-rich plays. As of December 31, 2010, the company held approximately 4.3 million net leasehold acres in
unconventional liquids-rich plays.

During 2010, our estimated proved reserves grew from 14.254 ftrillion cubic feet of natural gas equivalent
(tcfe) to 17.096 tcfe, of which 90% was natural gas, 53% was proved developed and 100% was onshore in the
U.S. We replaced our 1.035 tcfe of 2010 production with an estimated 3.877 tcfe of new proved reserves for a
reserve replacement rate of 375%. The 2010 proved reserve movement included 5.098 tcfe of extensions,
0.006 tcfe of downward performance revisions and 0.189 tcfe of positive revisions resulting from an increase in
the twelve-month trailing average natural gas and oil prices between December 31, 2009 and December 31,
2010. During 2010, we acquired 0.089 tcfe of estimated proved reserves and divested 1.493 tcfe of estimated
proved reserves.

Chesapeake continued the industry’s most active drilling program in 2010 and drilled 1,445 gross (938 net)
operated wells and participated in another 1,586 gross (211 net) wells operated by other companies. The
company’s drilling success rate was 98% for both company-operated and non-operated wells. Also during
2010, we invested $4.6 billion in operated wells (using an average of 131 operated rigs) and $815 million in
non-operated wells (using an average of 123 non-operated rigs) for total drilling and completion costs of $5.4
billion, net of drilling and completion carries of $1.2 billion.
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Daily production for 2010 averaged 2.836 bcfe, an increase of 355 million cubic feet of natural gas
equivalent (mmcfe) or 14%, over the 2.481 bcfe of daily production for 2009 and consisted of 2.534 billion cubic
feet of natural gas (bcf) (89% on a natural gas equivalent basis) and 50,397 bbls (11% on a natural gas
equivalent basis). This was our 21st consecutive year of sequential production growth.

Industry Participation Agreements

During the past few years, we have entered into five significant industry participation agreements
(popularly referred to as “joint ventures” or “JVs”) that monetized a portion of our investment in five of our
unconventional natural gas and oil plays and provided drilling and completion carries for our retained interests.
The following table provides information about our industry participation agreements as of December 31, 2010:

Industry Cash

Participation Industry Participation  Proceeds Total Drilling

Shale Agreement Agreement Received Drilling Carries
Play Partner(@ Date at Closing Carries  Remaining

($ in millions)

Haynesville and Bossier PXP July 2008 $ 1650 $ 1,5080) § —
Fayetteville BP September 2008 1,100 800 —
Marcellus STO November 2008 1,250 2,125 1,362
Barnett TOT January 2010 800 1,450 889
Eagle Ford CNOOC November 2010 1,120 1,080 1,030

$ 5920 $ 6,963 $ 3,281

(a) Industry participation agreement partners include Plains Exploration & Production Company (PXP), BP
America (BP), Statoil (STO), Total S.A. (TOT) and CNOOC Limited (CNOOC).

(b) In September 2009, PXP accelerated the payment of its remaining carries in exchange for an approximate
12% reduction to the remaining drilling carry obligations due to Chesapeake at that time.

In these five industry participation agreements, we received upfront cash payments of approximately $5.9
billion and future drilling cost carries of almost $7.0 billion for total consideration of $12.9 billion compared to
our original cost of approximately $3.1 billion of the assets we sold. Moreover, Chesapeake retained an 80%
interest in the Haynesville and Bossier Shale properties, a 75% interest in the Fayetteville Shale properties, a
67.5% interest in the Marcellus Shale properties, a 75% interest in the Barnett Shale properties and a 66.7%
interest in the Eagle Ford Shale properties. Each of our industry participation partners has the right to
participate proportionately with us in any additional leasehold we acquire in our respective industry participation
areas. On February 11, 2011, we closed our sixth significant industry participation agreement, as described
under Recent Developments — Niobrara Industry Participation Agreement below.

Chesapeake Midstream Partners, L.P.

On August 3, 2010, Chesapeake Midstream Partners, L.P. (NYSE: CHKM), which we and Global
Infrastructure Partners (GIP), a New York-based private equity fund, formed to own, operate, develop and
acquire midstream assets, completed an initial public offering of common units representing limited partner
interests and received net proceeds of approximately $475 million. In connection with the closing of the offering
and pursuant to the terms of our contribution agreement with GIP, CHKM distributed to GIP the approximate
$62 million of net proceeds from the exercise of the offering over-allotment option, and Chesapeake and GIP
contributed the interests of their midstream joint venture’s operating subsidiary to CHKM. Chesapeake and GIP
hold 42.3% and 40.0%, respectively, of all outstanding limited partner interests, and Chesapeake and GIP each
have a 50% interest in the general partner of CHKM. CHKM makes quarterly distributions to its partners, and at
the current annual rate of $1.35 per unit, Chesapeake receives quarterly distributions of approximately $20
million in respect of its limited partner and general partner interests. On December 21, 2010, we sold our
Springridge natural gas gathering system and related facilities in the Haynesville Shale to CHKM for $500
million and entered into ten-year gathering and compression agreements with CHKM.



Information About Us

Our principal executive offices are located at 6100 North Western Avenue, Oklahoma City, Oklahoma
73118 and our main telephone number at that location is (405) 848-8000. We make available free of charge on
our website at www.chk.com our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports
on Form 8-K, and amendments to those reports as soon as reasonably practicable after we electronically file
such material with, or furnish it to, the Securities and Exchange Commission. From time to time, we also post
announcements, updates, events, investor information and presentations on our website in addition to copies
of all recent press releases. References to “us”, “we” and “our” in this report refer to Chesapeake Energy

Corporation together with its subsidiaries.
Recent Developments
25/25 Plan

In January 2011, we updated our strategic and financial plan originally announced in May 2010 with our
“25/25 Plan”. The 25/25 Plan details our intention to reduce our outstanding long-term indebtedness of $13.4
billion by 25% by the end of 2012 and to reduce our planned two-year net production growth rate to 25% from
the previous target range of 30% to 40%. The reduction in our projected production growth rate will be
achieved by various asset monetizations that we plan to execute during the next two years, including our
Fayetteville Shale and Niobrara Shale divestitures described below.

Senior Notes Offering

On February 11, 2011, we issued $1.0 billion of 6.125% Senior Notes due 2021. We used the net
proceeds of $977 million from the offering to repay indebtedness outstanding under our revolving bank credit
facility. The offering is a part of our 2011 liability management program, which includes extending the maturity
profile of our outstanding indebtedness while also retiring approximately $2.0 to $3.0 billion of our shorter-dated
senior notes as part of our 25/25 Plan.

Fayetteville Shale, Frac Tech Holdings, LLC and Chaparral Energy, Inc. Asset Monetizations

On February 21, 2011, we entered into an agreement with BHP Billiton Petroleum, a wholly owned
subsidiary of BHP Billiton Limited (NYSE: BHP; ASX: BHP), to sell all of our Fayetteville Shale assets,
including approximately 487,000 net acres of leasehold and producing natural gas properties and midstream
assets with approximately 420 miles of pipeline, for $4.75 billion in cash before certain deductions and
standard closing adjustments. In the Fayetteville Shale, we are the second-largest producer of natural gas with
current net production of approximately 415 mmcfe per day. Estimated proved reserves attributable to the
Fayetteville Shale as of December 31, 2010 were 2.4 tcfe, or approximately 14% of our total proved reserves.
As part of the transaction, we have agreed to provide essential services for up to one year for BHP Billiton for
an agreed-upon fee. Closing of the transaction is subject to customary conditions, including filings under the
Hart-Scott-Rodino Antitrust Improvements Act of 1976 and with the Committee on Foreign Investment in the
United States. Closing is expected to occur in the first half of 2011. In addition, we have commenced efforts to
monetize our equity investments in Frac Tech Holdings, LLC and Chaparral Energy, Inc. We own a 25.8%
equity interest in Frac Tech and a 20.0% equity interest in Chaparral. These sales are subject to changes in
market conditions and other factors, and there can be no assurance that we will complete either or both of
these transactions on a timely basis or at all.

Niobrara Industry Participation Agreement

On February 16, 2011, we entered into an industry participation agreement with a wholly owned U.S.
subsidiary of CNOOC Limited (CNOOC) to develop our Niobrara Shale play in the DJ and Powder River Basins
in northeast Colorado and southeast Wyoming. Under the terms of the industry participation agreement,
CNOOC acquired a 33.3% undivided interest in approximately 800,000 net acres of our leasehold. We
received $570 million in cash at closing, and CNOOC has agreed to fund 66.7% of our share of drilling and
completion costs until an additional $697 million has been paid, which we expect to occur by year-end 2014. In
addition, CNOOC has the right to a 33.3% participation in any additional leasehold we acquire in the area at
cost plus a fee.



Business Strategy

Since our inception in 1989, Chesapeake’s goal has been to create value for investors by building one of
the largest onshore resource bases in the U.S. by focusing our technical and land acquisition skills on
developing unconventional resource plays onshore in the U.S. From 2000 through 2008, our focus was on
finding and developing natural gas resource plays. In the past two years, our focus has shifted to finding and
developing plays with oil and natural gas liquids (NGL) since oil and NGLs are more highly valued in the U.S.
than natural gas and technological and knowledge advances have enabled us to pursue these new plays more
economically. Key elements of this business strategy are further explained below.

Grow Through the Drillbit. We believe that our most distinctive characteristic is our commitment and ability
to grow production and reserves organically through the drillbit in areas with large unconventional
accumulations of natural gas, oil and NGLs. We are currently utilizing 157 operated drilling rigs and 106
non-operated drilling rigs to conduct the most active drilling program in the U.S. We are active in most of the
nation’s major unconventional plays, where we drill more horizontal wells than any other company in the
industry. For many years, we have been actively investing large amounts of capital in leasehold, 3-D seismic
information and human resources to take full advantage of our capacity to grow through the drillbit. We are one
of the few large-cap independent natural gas and oil companies that have been able to consistently increase
production, which we have successfully achieved for 21 consecutive years. We believe the key elements of the
success and scale of our drilling programs have been our recognition earlier than most of our competitors that
new horizontal drilling and completion techniques would enable development of previously uneconomic natural
gas and oil reservoirs and that, as a consequence, various shale and other unconventional formations could be
recognized and developed as potentially prolific reservoirs rather than just as source rocks for conventional
reservoirs. In response to our early recognition of these trends, we have proactively hired thousands of new
employees and have built what we believe is the largest combined inventory of onshore leasehold and 3-D
seismic in the U.S. These are the building blocks of our successful large-scale drilling program and the
foundation of value creation for our company.

Control Substantial Land and Drilling Location Inventories. After we identified the trends discussed above,
we initiated a plan to build and maintain the largest inventory of onshore drilling opportunities in the U.S.
Recognizing that better horizontal drilling and completion technologies, when applied to various new
unconventional plays, would likely create a unique opportunity to capture decades worth of drilling
opportunities, we embarked on an aggressive lease acquisition program, which we have referred to as the “gas
shale land grab” of 2006 through 2008 and the “unconventional oil land grab” of 2009 and 2010. We believed
that the winner of these land grabs would enjoy competitive advantages for decades to come as other
companies would be locked out of the best new unconventional resource plays in the U.S. We believe that we
have executed our land acquisition strategy with particular distinction. At December 31, 2010, we held
approximately 13.2 million net acres of onshore leasehold in the U.S. and have identified approximately 38,000
drilling opportunities on this leasehold. We believe this extensive backlog of drilling, more than ten years worth
at current drilling levels, provides unmistakable evidence of our future growth capabilities. We further believe
that the majority of the U.S.-based land acquisition phase is how complete and are forecasting to spend
significantly less on new leasehold in the coming periods as compared to recent years.

Develop Proprietary Technological Advantages. In addition to our industry-leading leasehold position, we
have developed a number of proprietary technological advantages. First, we have acquired what we believe is
the nation’s largest inventory of three-dimensional (3-D) seismic information. Possessing this 3-D seismic data
enables us to image reservoirs of natural gas and oil that might otherwise remain undiscovered and to drill our
horizontal wells more accurately inside the targeted formation and avoid various underground geohazards such
as faults and karsts. In addition, we have developed an industry-leading information-gathering program that
gives us insight into new plays and competitor activity. As a result of our initiatives, we now produce
approximately 5% of the nation’s natural gas and oil, drill approximately 9% of its wells and participate in
almost an equal number of wells drilled by others. By gathering this information on a real-time basis, then
quickly assimilating and analyzing the information, we are able to react quickly to opportunities that are created
through our drilling program and those of our competitors. Furthermore, we have established a unique
state-of-the-art Reservoir Technology Center (RTC) in Oklahoma City. The RTC enables us to more quickly,
accurately and confidentially analyze core data from wells drilled through unconventional formations on a
proprietary basis, then identify new plays and leasing opportunities ahead of our competition and reduce the
likelihood of investing in plays that ultimately are not commercial. It also allows us to design fracture stimulation
procedures that might work most productively in the unconventional formations that we target.

4



Build Operating Focus and Scale. We believe one of the keys to success in the U.S. exploration and
production industry is to build significant operating scale in areas that share many similar geological and
operational characteristics. Achieving such scale provides many benefits, including superior geoscientific and
engineering information, higher per unit revenues, lower per unit operating costs, greater rates of drilling
success, higher returns from more easily integrated acquisitions and higher returns on drilling investments. By
focusing most of our future activities in virtually all of the nation’s major unconventional resource plays and
avoiding investing offshore and internationally, we will continue to achieve the significant benefits of focus and
scale.

Focus on Low Costs and Vertical Integration. By minimizing lease operating costs and general and
administrative expenses through focused activities, vertical integration and increasing scale, we have been
able to deliver attractive profit margins and financial returns through all phases of the commodity price cycle.
We believe our low cost structure is the result of management’s effective cost-control programs, a high-quality
asset base and extensive access to oilfield services and to natural gas processing and transportation
infrastructures that exist in our key operating areas. In addition, to control costs and service provider quality,
we have made significant investments in our drilling rig, compression and trucking service operations and in
our midstream gathering operations that create substantial benefits from vertical integration. In 2011 and 2012,
we also intend to make significant investments in building our capability to hydraulically fracture our wells. As of
December 31, 2010, we operated approximately 26,000 of our 46,000 wells, which delivered approximately
80% of our daily production volume. This large percentage of operated properties provides us with a high
degree of operational flexibility and cost control.

Mitigate Natural Gas and Oil Price Risk. We have used and intend to continue using hedging programs to
mitigate the risks inherent in developing and producing natural gas and oil reserves, commodities that are often
subject to significant price volatility. We intend to use this volatility to our benefit by taking advantage of prices
when they reach levels that management believes are either unsustainable for the long term or provide
unusually high rates of return on our invested capital. Assuming future NYMEX natural gas settlement prices
average $4.50 per mcf for 2011, and including the effect of the company’s open derivatives as of February 22,
2011, closed contracts and previously collected call premiums, the company estimates its average natural gas
price will be $5.98 per mcf for 2011. This estimate does not include the effect of basis differentials and
gathering costs.

Form Value-Creating Industry Participation Agreements. Since 2008, the company has entered into six
significant industry participation agreements. Through these agreements, the company has collaborated with
other leading energy companies to accelerate the development of the company’s properties in the Haynesville
and Bossier Shales, the Fayetteville Shale, the Marcellus Shale, the Barnett Shale, the Eagle Ford Shale and
the Niobrara Shale. Including the Niobrara agreement, which we entered into on February 16, 2011, we have
sold leasehold and producing property assets with an original cost to us of approximately $3.4 billion to our
partners for $6.5 billion of total cash consideration and $7.7 billion of drilling cost carries while retaining a
majority interest in each play. The remaining drilling cost carries of approximately $4.0 billion (including the
Niobrara industry participation agreement), as of December 31, 2010, will be extremely valuable in the years
ahead by enabling the company to develop reserves in these unconventional plays at greatly reduced costs.
We are also considering opportunities for additional industry participation agreements to develop certain of our
other properties. Additionally, in 2009 we formed a joint venture with GIP for certain of our midstream assets in
the Barnett Shale and Mid Continent. We and GIP have since sold a portion of the equity in this venture to the
public through a master limited partnership, Chesapeake Midstream Partners, L.P.

Maintain an Entrepreneurial Culture. Chesapeake was formed in 1989 with an initial capitalization of
$50,000 and fewer than ten employees. We completed our initial public offering of common stock in early 1993
and subsequent to those early corporate milestones, our management team has guided the company through
various operational and industry challenges and opportunities and extremes of natural gas and oil prices to
create the nation’s second-largest producer of natural gas, a top 20 producer of oil and natural gas liquids, the
most active driller of new wells and an employer of approximately 10,000 people and an indirect employer of
tens of thousands more. The company takes pride in its innovative and aggressive implementation of its
business strategy and strives to be as entrepreneurial today as it has been in its past. We have maintained an
unusually flat organizational structure as we have grown to help ensure that important information travels
rapidly through the company and decisions are made and implemented quickly.
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Improve our Balance Sheet. Our 2011 strategic and financial plan calls for a 25% reduction in our long-
term debt while growing net natural gas and oil production by 25% by the end of 2012. We believe this
reduction of our debt and continued growth in our asset base will lead to our long-term debt to reserves ratio
(long-term debt net of cash divided by our estimated proved reserves) decreasing to less than $0.50 per mcfe
at year-end 2012 compared to $0.73 per mcfe at year-end 2010. We believe the reduction in our debt will lower
our borrowing costs, increase our financial flexibility and increase our stock market valuation. Additionally, we
believe our improved credit metrics described above will lead to a more favorable debt rating by the major
ratings agencies.

Operating Areas

Chesapeake focuses its exploration, development, acquisition and production efforts in the nine operating
areas described below.

Mid-Continent (principally the Anadarko Basin). Chesapeake’s Mid-Continent proved reserves of 4.867
tcfe represented 28% of our total proved reserves as of December 31, 2010. During 2010, this area produced
316 bcfe, or 31%, of our 2010 production, and we invested approximately $1.1 billion to drill 596 (212 net) wells
in the Mid-Continent. For 2011, we anticipate spending approximately $1.7 billion, or 33% of our total budget,
for exploration and development activities in the Mid-Continent region, with a continuing focus on the Granite
Wash and an increasing focus on the Tonkawa, Cleveland and Mississippian liquids-rich unconventional plays.

Haynesville Shale (including the Bossier Shale). Chesapeake’s Haynesville Shale proved reserves
represented 3.583 tcfe, or 21%, of our total proved reserves as of December 31, 2010. During 2010, the
Haynesville Shale assets produced 239 bcfe, or 23%, of our total production, and we invested approximately
$2.0 billion to drill 500 (202 net) wells in the Haynesville Shale. For 2011, we anticipate spending approximately
$1.65 billion, or 32% of our total budget, for exploration and development activities in the Haynesville Shale.

Barnett Shale. Chesapeake’s Barnett Shale proved reserves represented 3.063 tcfe, or 18%, of our total
proved reserves as of December 31, 2010. During 2010, the Barnett Shale assets produced 175 bcfe, or 17%,
of our total production, and we invested approximately $570 million to drill 503 (287 net) wells in the Barnett
Shale, net of $483 million in drilling and completion cost carries paid by our industry participation partner, Total,
in 2010. For 2011, we anticipate spending approximately $350 million, or 7% of our total budget, for exploration
and development activities, net of carries, in the Barnett Shale. Total is obligated to fund 60% of our share of
future drilling and completion costs until $1.45 billion has been paid, which we expect to occur by year-end
2013. Of the $889 million drilling cost carry remaining at December 31, 2010, we expect approximately $375
million will be utilized in 2011.

Fayetteville Shale. Chesapeake’s Fayetteville Shale proved reserves represented 2.396 tcfe, or 14%, of
our total proved reserves as of December 31, 2010. During 2010, the Fayetteville Shale assets produced 137
bcfe, or 13%, of our total production, and we invested approximately $725 million to drill 775 (157 net) wells in
the Fayetteville Shale. On February 21, 2011, we entered into an agreement with a wholly owned subsidiary of
BHP Billiton Limited to sell the assets for $4.75 billion, before certain deductions and standard closing
adjustments.

Permian and Delaware Basins. Chesapeake’s Permian and Delaware Basin proved reserves represented
774 bcfe, or 4%, of our total proved reserves as of December 31, 2010. During 2010, the Permian assets
produced 61 bcfe, or 6%, of our total production, and we invested approximately $396 million to drill 156 (84
net) wells in the Permian and Delaware Basins. For 2011, we anticipate spending approximately $425 million,
or 8% of our total budget, for exploration and development activities in the Permian and Delaware Basins, with
an increased focus on the Bone Spring, Avalon, Wolfcamp and Wolfberry liquids-rich unconventional plays.

Marcellus Shale. Chesapeake’s Marcellus Shale proved reserves represented 860 bcfe, or 5%, of our
total proved reserves as of December 31, 2010. During 2010, the Marcellus Shale assets produced 53 bcfe, or
5%, of our total production, and we invested approximately $380 million to drill 329 (135 net) wells in the
Marcellus Shale, net of $601 million in drilling and completion cost carries paid by our industry participation
partner, Statoil, in 2010. For 2011, we anticipate spending approximately $325 million, or 6% of our total
budget, for exploration and development activities, net of carries, in the Marcellus Shale. Statoil will pay 75% of
our drilling and completion costs in the play until $2.125 billion has been paid, which we expect to occur by
year-end 2012. Of the $1.362 billion drilling cost carry remaining at December 31, 2010, we expect
approximately $660 million will be utilized in 2011.



Eagle Ford Shale. Chesapeake’s Eagle Ford Shale proved reserves represented 108 bcfe, or 1%, of our
total proved reserves as of December 31, 2010. During 2010, the Eagle Ford Shale assets produced 2 bcfe, or
a nominal amount, of our total production, and we invested approximately $243 million to drill 82 (48 net) wells
in the Eagle Ford Shale, net of $67 million in drilling and completion cost carries paid by our industry
participation partner, CNOOC, in 2010. For 2011, we anticipate spending approximately $375 million, or 7% of
our total budget, for exploration and development activities, net of carries, in the Eagle Ford Shale. CNOOC will
pay 75% of our drilling and completion costs in the play until $1.08 billion has been paid, which we expect to
occur by year-end 2012. Of the $1.030 billion drilling cost carry remaining at December 31, 2010, we expect
approximately $775 million will be utilized in 2011.

Rockies/Williston Basin. Chesapeake’s Rocky Mountains/Williston Basin proved reserves of 7 bcfe
represented a nominal amount of our total proved reserves as of December 31, 2010. During 2010, this area
produced 1 bcfe, or a nominal amount of our 2010 production, and we invested approximately $77 million to
drill 32 (13 net) wells in the Rocky Mountains/Williston Basin. For 2011, we anticipate spending approximately
$225 million, or 4% of our total budget, for exploration and development activities, net of carries, in the Rocky
Mountains/Williston Basin. CNOOC will pay 67% of our drilling and completion costs in the play until $697
million has been paid, which we expect to occur by year-end 2014. Of the $697 million of drilling cost carry
remaining, we expect approximately $150 million will be utilized in 2011.

Other. Chesapeake’s other proved reserves represented 1.438 tcfe, or 9%, of our total proved reserves as
of December 31, 2010. During 2010, assets categorized as other produced 51 bcfe, or 5%, of our total
production, and we invested approximately $69 million to drill 58 (11 net) wells in our other assets. For 2011,
we anticipate spending approximately $125 million, or 2% of our total budget, for exploration and development
activities in this area.

Well Data

At December 31, 2010, we had interests in approximately 45,800 gross (22,600 net) productive wells,
including properties in which we held an overriding royalty interest, of which 38,900 gross (20,600 net) were
classified as primarily natural gas productive wells and 6,900 gross (2,000 net) were classified as primarily oil
productive wells. Chesapeake operates approximately 25,750 of its 45,800 productive wells. During 2010, we
drilled 1,445 gross (938 net) wells and participated in another 1,586 gross (211 net) wells operated by other
companies. We operate approximately 80% of our current daily production volumes.



Drilling Activity

The following table sets forth the wells we drilled or participated in during the periods indicated. In the
table, “gross” refers to the total wells in which we had a working interest and “net” refers to gross wells
multiplied by our working interest.

2010 2009 2008
Gross % Net % Gross % Net % Gross % Net %

Development:

Productive .. ........... 2721 99 1,031 99 1,971 98 875 99 3,479 99 1,650 99
Dry ... 30 1 12 1 33 2 8 1 40 1 13 1
Total ............... 2,751 100% 1,043 100% 2,004 100% 883 100% 3,519 100% 1,663 100%

Exploratory:

Productive .. ........... 265 95 99 93 196 97 115 96 142 90 63 90
Dry .. 15 5 [ 6 3 5 4 15 10 7 10
Total ............... 280 100% 106 100% 202 100% 120 100% 157 100% 70 100%

The following table shows the wells we drilled or participated in by area:

2010 2009 2008
Gross Net Gross Net Gross Net
Wells Wells Wells Wells Wells Wells
Mid-Continent . ...................... 596 212 386 144 1,515 542
Haynesville/Bossier Shale ... .......... 500 202 337 163 81 42
BarnettShale ....................... 503 287 417 339 776 600
Fayettevile Shale . . .................. 775 157 774 209 814 220
Permian and Delaware Basins ......... 156 84 93 42 165 95
Marcellus Shale ..................... 329 135 149 74 32 23
EagleFordShale .................... 82 48 — — — —
Rockies/Williston Basin ............... 32 13 — — — —
Other ....... ... ... . . 58 11 50 32 293 211
Total ...... ... . . 3,031 1,149 2,206 1,003 3,676 1,733

At December 31, 2010, we had 221 (86 net) wells in process.



Production, Sales, Prices and Expenses

The following table sets forth information regarding the production volumes, natural gas and oil sales,
average sales prices received, other operating income and expenses for the periods indicated:

Years Ended December 31,

2010 2009 2008
Net Production(@:
Natural gas (bcf) .. ... 924.9 834.8 775.4
Oil (MmbbI) ) L 18.4 11.8 11.2
Natural gas equivalent (bcfe) .......... ... ... ... ... .. . . .. 1,035.2 905.5 842.7
Natural Gas and Oil Sales ($ in millions):
Natural gassales ..............o it $ 3169 $ 2635 $ 6,003
Natural gas derivatives — realized gains (losses) ..................... 1,982 2,313 267
Natural gas derivatives — unrealized gains (losses) ................... 425 (492) 521
Total naturalgassales ....... ... ... . .. . . .. 5,576 4,456 6,791
Oil salest) ... 1,079 656 1,066
Oil derivatives — realized gains (losses) .......... .. .. ... ... ...... 74 33 (275)
Oil derivatives — unrealized gains (losses) ............ ... ... .. .... (1,082) (96) 276
Totaloil sales .. ........ . . 71 593 1,067
Total naturalgas andoilsales ................................ $ 5647 $ 5049 $ 7,858
Average Sales Price (excluding gains (losses) on derivatives)(@:
Naturalgas (S permcf) . ... .. $ 343 $ 316 $ 774
Oil (Bperbbl) ... $ 5867 $ 5560 $ 95.04
Natural gas equivalent ($ permcfe) ............ .. .. ... .. ... ....... $ 410 $ 363 $ 8.39
Average Sales Price (excluding unrealized gains (losses) on
derivatives):
Naturalgas (S permcf) . ... .. $ 557 $ 593 $§ 8.09
Oil (Sperbbl) ... . $ 6271 $ 5838 $ 7048
Natural gas equivalent ($ permcfe) .......... ... ... ... $ 609 $ 622 § 838
Other Operating Income(© ($ per mcfe):
Marketing, gathering and compressionnet margin . .................. $ 012 $ 016 $ 0.1
Service operations netmargin .. ........ ... $ 003 $ 001 $ 0.04
Expenses ($ per mcfe):
Production expenses@ . . ... .. ... $ 08 $ 097 $ 1.05
Productiontaxes ............. i $ 015 $ 012 $ 034
General and administrative expenses . ................ .. ... .. ...... $ 044 $ 038 $ 045
Natural gas and oil depreciation, depletion and amortization ........... $ 135 $ 151 $§ 234
Depreciation and amortization of otherassets ....................... $ 021 $ 027 $ o021
Interest expensed) . ... . ... $ 008 $ 022 $ 022

(a) Our production, prices and production expenses are disclosed by region under Results of Operations in

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

(b) Includes NGLs.

(c) Includes revenue and operating costs and excludes depreciation and amortization of other assets.

(d) Includes the effects of realized (gains) or losses from interest rate derivatives, but excludes the effects of

unrealized (gains) or losses and is net of amounts capitalized.



Natural Gas and Oil Reserves

The tables below set forth information as of December 31, 2010 with respect to our estimated proved
reserves, the associated estimated future net revenue and present value (discounted at an annual rate of 10%)
of estimated future net revenue before and after future income taxes (standardized measure) at such date.
Neither the pre-tax present value of estimated future net revenue nor the after-tax standardized measure is
intended to represent the current market value of the estimated natural gas and oil reserves we own. All of our
estimated natural gas and oil reserves are located within the United States.

December 31, 2010

Natural Gas Oil
(bcf) (mmbbl)@  Total (bcfe)®)
Proved developed ........ ... .. ... . ... . ... . . ... 8,246 149.3 9,143
Proved undeveloped .......... .. ... . ... .. ... ... ... 7,209 124.1 7,953
Totalproved ....... ... .. . 15,455 273.4 17,096
Proved Proved

Developed Undeveloped Total Proved
(% in millions)

Estimated future netrevenue© .. ........ ... ... ... ..... $ 23,322 $ 14,308 $ 37,630
Present value of estimated future net revenue®© .......... $ 11,423 $ 3,723 % 15,146
Standardized measured) | $ 13,183
Natural Present

Gas Percent of Value

Natural oil Equivalent Proved ($in
Gas (bcf) (mmbbl)@ (bcfe)®) Reserves millions)
Mid-Continent .................. 3,704 193.7 4,867 28% $ 6,588
Haynesville/Bossier Shale .. ...... 3,583 — 3,583 21 2,408
BarnettShale .................. 2,995 11.2 3,063 18 1,299
Fayetteville Shale ............... 2,396 — 2,396 14 1,457
Permian and Delaware Basins .. .. 515 431 774 4 1,058
Marcellus Shale ................ 801 10.0 860 5 1,497
EagleFordShale ............... 58 8.2 108 1 245
Rockies/Williston Basin .......... 3 0.8 7 — 15
Other ......... ... ... ... .... 1,400 6.4 1,438 9 579

Total ......... ... . ... . . ... .. 15,455 273.4 17,096 100% $ 15,1460

(a) Includes NGLs.
(b) Natural gas equivalent based on six mcf of natural gas to one barrel of oil.

(c) Estimated future net revenue represents the estimated future gross revenue to be generated from the
production of proved reserves, net of estimated production and future development costs, using prices and
costs under existing economic conditions at December 31, 2010. For the purpose of determining “prices”,
we used the unweighted arithmetic average of the prices on the first day of each month within the
12-month period ended December 31, 2010. The prices used in our reserve reports were $4.38 per mcf of
natural gas and $79.42 per barrel of oil, before price differential adjustments. These prices should not be
interpreted as a prediction of future prices, nor do they reflect the value of our commodity hedges in place
at December 31, 2010. The amounts shown do not give effect to non-property related expenses, such as
corporate general and administrative expenses and debt service, or to depreciation, depletion and
amortization. The present value of estimated future net revenue differs from the standardized measure
only because the former does not include the effects of estimated future income tax expenses ($2.0 billion
as of December 31, 2010).

Management uses future net revenue, which is calculated without deducting estimated future income tax
expenses, and the present value thereof as one measure of the value of the company’s current proved
reserves and to compare relative values among peer companies. We also understand that securities
analysts and rating agencies use this measure in similar ways. While future net revenue and present value
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are based on prices, costs and discount factors which are consistent from company to company, the
standardized measure of discounted future net cash flows is dependent on the unique tax situation of each
individual company.

(d) Additional information on the standardized measure is presented in Note 10 of the notes to our
consolidated financial statements included in Item 8 of this report.

As of December 31, 2010, our reserve estimates included 7.953 tcfe of reserves classified as proved
undeveloped (PUD), compared to 5.923 tcfe as of December 31, 2009. Presented below is a summary of
changes in our proved undeveloped reserves for 2010.

Total

_(bcfe)
Proved undeveloped reserves, beginning of period ........ ... ... ... . .. ... 5,923
Extensions, discoveries and other additions . .......... .. .. .. 3,210
Revisions of previous estimates . ............ . . i (365)
DevVEIOpEd . . .o e (603)
Sale Of reserves-in-place . . ... .. (233)
Purchase of reserves-in-place . ........... .. e 21

Proved undeveloped reserves, end of period . .. ... .. .. 7,953

As of December 31, 2010, there were no PUDs that had remained undeveloped for five years or more. We
invested approximately $789 million, net of drilling cost carries, in 2010 to convert 603 bcfe of PUDs to proved
developed reserves. In 2011, we estimate that we will invest approximately $1.9 billion, net of drilling cost
carries, for PUD conversion.

The future net revenue attributable to our estimated proved undeveloped reserves of $14.308 billion at
December 31, 2010, and the $3.723 billion present value thereof, has been calculated assuming that we will
expend approximately $10.7 billion to develop these reserves. Net of drilling cost carries, we have projected to
incur $1.9 billion in 2011, $1.4 billion in 2012, $2.1 billion in 2013 and $5.3 billion in 2014 and beyond, although
the amount and timing of these expenditures will depend on a number of factors, including actual drilling
results, service costs, product prices and the availability of capital. Chesapeake’s developmental drilling
schedules are subject to revision and reprioritization throughout the year resulting from unknowable factors
such as the relative success in an individual developmental drilling prospect leading to an additional drilling
opportunity, rig availability, title issues or delays, and the effect that acquisitions may have on prioritizing
developmental drilling plans.

The SEC’s modernized rules for reporting oil and gas reserves, which became effective December 31,
2009, allow the booking of proved undeveloped reserves at locations greater distances from producing wells
than immediate offsets. All proved reserves are required to meet reasonable certainty standards; thus,
locations more than direct offsets to producing wells must be shown to be underlain by the productive
formation. Reasonable certainty also requires that the formation is continuous between the producing wells and
the PUD locations and that the PUDs are economically viable. We booked PUDs more than directly offsetting
producing wells in three resource plays, the Barnett Shale, the Fayetteville Shale and the Haynesville Shale. In
all other areas we restricted PUD locations to immediate offsets to producing wells. Within the Barnett,
Fayetteville and Haynesville Shale plays, we used both public and proprietary geologic data to establish
continuity of the formation and its producing properties. This included seismic data and interpretations (2-D,
3-D and micro seismic); open hole log information (both vertical and horizontally collected) and petrophysical
analysis of the log data; mud logs; gas sample analysis; drill cutting samples; measurements of total organic
content; thermal maturity; sidewall cores; whole cores and data measured from our internal core analysis
facility. After the geologic area was shown to be continuous, statistical analysis of existing producing wells was
conducted to generate an area of reasonable certainty at distances from established production. Undrilled
locations within this proved area could be booked as PUDs. However, due to other factors and requirements of
the modernized rules, numerous locations within the proved area of these three statistically evaluated plays
have not yet been booked as PUDs.
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Our annual net decline rate on producing properties is projected to be 30% from 2011 to 2012, 19% from
2012 to 2013, 14% from 2013 to 2014, 12% from 2014 to 2015 and 10% from 2015 to 2016. Of our 9.143 tcfe
of proved developed reserves as of December 31, 2010, 950 bcfe were non-producing.

Chesapeake’s ownership interest used in calculating proved reserves and the associated estimated future
net revenue was determined after giving effect to the assumed maximum participation by other parties to our
farmout and participation agreements. The prices used in calculating the estimated future net revenue
attributable to proved reserves do not reflect market prices for natural gas and oil production sold subsequent
to December 31, 2010. There can be no assurance that all of the estimated proved reserves will be produced
and sold at the assumed prices.

The company’s estimated proved reserves and the standardized measure of discounted future net cash
flows of the proved reserves at December 31, 2010, 2009 and 2008, and the changes in quantities and
standardized measure of such reserves for each of the three years then ended, are shown in Note 10 of the
notes to the consolidated financial statements included in Item 8 of this report. No estimates of proved reserves
comparable to those included herein have been included in reports to any federal agency other than the SEC.

There are numerous uncertainties inherent in estimating quantities of proved reserves and in projecting
future rates of production and timing of development expenditures, including many factors beyond
Chesapeake’s control. The reserve data represent only estimates. Reserve engineering is a subjective process
of estimating underground accumulations of natural gas and oil that cannot be measured in an exact way, and
the accuracy of any reserve estimate is a function of the quality of available data and of engineering and
geological interpretation and judgment. As a result, estimates made by different engineers often vary. In
addition, results of drilling, testing and production subsequent to the date of an estimate may justify revision of
such estimates, and such revisions may be material. Accordingly, reserve estimates are often different from the
actual quantities of natural gas and oil that are ultimately recovered. Furthermore, the estimated future net
revenue from proved reserves and the associated present value are based upon certain assumptions, including
prices, future production levels and costs that may not prove correct. Future prices and costs may be materially
higher or lower than the prices and costs as of the date of any estimate.

Reserves Price Sensitivity

An increase or decrease in price of $0.10 per mcf for natural gas and $1.00 per barrel for oil would result in
a corresponding change in the December 31, 2010 present value of estimated future net revenue of our proved
reserves of approximately $600 million and $90 million, respectively. The estimated future net revenue used in
this analysis does not include the effects of future income taxes or hedging.

Chesapeake’s management uses forward-looking market-based data in developing its drilling plans,
assessing its capital expenditure needs and projecting future cash flows. We believe that using the 10-year
average future NYMEX strip prices yields a better indication of the likely economic producibility of proved
reserves than the trailing average 12-month price required by the SEC’s reserves rules or a period-end spot
price, as used under the SEC rules before December 31, 2009. Reserve volumes represent estimated
production to be sold in the future. Futures prices, such as the 10-year average NYMEX strip prices, represent
an unbiased consensus estimate by market participants about the likely prices to be received for our future
production. We hedge substantial amounts of future production based on futures prices. While historical data,
such as the trailing 12-month average price required by the SEC’s reporting rule, facilitate comparisons of
proved reserves from company to company and may be helpful in discerning trends, such as price-related
effects on end-user demand, the price at which we can sell our production in the future is by far the major
determinant of the likely economic producibility of our reserves. A 12-month average price adjusts slowly to
falling or rising prices, further detracting from its usefulness as a predictor of the prices at which future
production will actually be sold.

12



The table below compares our estimated proved reserves and associated present value (discounted at an
annual rate of 10%) of estimated future revenue before income tax using the 2010 12-month average prices of
$4.38 per mcf and $79.42 per bbl, before price differential adjustments, reflected in our reported reserve
estimates and the 10-year average future NYMEX strip prices as of December 31, 2010, which were $5.67 per
mcf and $93.53 per barrel, before price differential adjustments. There is no change to our cost or other
assumptions between this higher price scenario and those used in the estimation of our reported reserves.

December 31, 2010

Gas Oil Total Present Value
(bcf) (mmbbl)@ (bcfe) ($ in millions)
2010 12-month average prices
(SECYd) . 15,455 273 17,096 $ 15,146
10-year average future NYMEX strip
prices as of December 31, 20100 . . . .. 15,946 276 17,605 $ 21,715

(a) Includes NGLs.
(b) Volumes represent proved reserves as defined in Rule 4-10(a)(22) of Regulation S-X.
(c) Volumes do not represent proved reserves as defined in Rule 4-10(a)(22) of Regulation S-X.

Reserves Estimation

Chesapeake’s Reservoir Engineering Department prepared approximately 22% of the proved reserves
estimates (by volume) disclosed in this report based upon a review of production histories and other geologic,
economic, ownership and engineering data we developed. The estimates were not based on any single
significant assumption due to the diverse nature of the reserves and there is no significant concentration of
proved reserve volume or value in any one well or field. The department currently has a total of 97 full-time
employees, consisting of 58 degreed engineers (10 serving in management capacities), 37 engineering
technicians with a minimum of a four-year degree in mathematics, economics, finance or other business/
science field, and 2 administrative persons. Twelve of our engineers are registered professional engineers with
various state board certifications. The department collectively has approximately 1,400 years of engineering
industry experience. Chesapeake maintains a continuous education program for engineers and technicians on
new technologies and industry advancements and also offers refresher training on basic skill sets.

Chesapeake maintains internal controls such as the following to ensure the reliability of reserves
estimations:

* No employee’s compensation is tied to the amount of reserves booked.

*  We follow comprehensive SEC-compliant internal policies to determine and report proved reserves.
Reserves estimates are made by experienced reservoir engineers or under their direct supervision.

+ The Reservoir Engineering Department reviews all the company’s reported proved reserves at the
close of each quarter.

» Each quarter, Reservoir Engineering Department managers, the Vice President of Reservoir
Engineering, the Senior Vice President of Production and the Chief Operating Officer review all
significant reserves changes and all new proved undeveloped reserves additions.

» The Reservoir Engineering Department reports independently of any of our operating divisions.

Chesapeake’s Vice President of Reservoir Engineering is the technical person primarily responsible for
overseeing the preparation of the company’s reserve estimates. His qualifications include the following:

» 35 years of practical experience in petroleum engineering with 32 years of this experience being in the
estimation and evaluation of reserves

» certified professional engineer in the state of Oklahoma
» Bachelor of Science degree in Petroleum Engineering

» member in good standing of the Society of Petroleum Engineers
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We engaged four third-party engineering firms to prepare portions of our reserves estimates comprising
approximately 78% of our estimated proved reserves (by volume) at year-end 2010. The portion of our
estimated proved reserves prepared by each of our third-party engineering firms as of December 31, 2010 is
presented below.

% Prepared
(by Volume) Principal Properties
Netherland, Sewell & Associates, Inc. ....... 58% Barnett Shale

Fayetteville Shale
Haynesville Shale
Mid-Continent (portions)
Permian and Delaware Basins
Ark-La-Tex (portions)

Lee Keeling and Associates, Inc. ........... 7% Mid-Continent
South Texas/ Texas Gulf Coast (portions)
Eagle Ford Shale

Data and Consulting Services, Division of

Schlumberger Technology Corporation . . .. 7% Marcellus Shale
Other Appalachian Basin
Ryder Scott Company, L.P. ................ 6% Mid-Continent (portions)

Copies of the reports issued by the engineering firms are filed with this report as Exhibits 99.1 - 99.4. The
qualifications of the technical person at each of these firms primarily responsible for overseeing his firm’s
preparation of the company’s reserve estimates are set forth below.

Netherland, Sewell & Associates, Inc.:

» over 28 years of practical experience in petroleum engineering and in the estimation and evaluation of
reserves

» aregistered professional engineer in the state of Texas

» Bachelor of Science Degree in Petroleum Engineering

Lee Keeling and Associates, Inc.:

» over 45 years of practical experience in petroleum engineering and in the estimation and evaluation of
reserves

» a certified professional engineer in the state of Oklahoma

» Bachelor of Science Degree in Petroleum Engineering

Data and Consulting Services, Division of Schlumberger Technology Corporation:

» over 20 years of practical experience in petroleum geology and in the estimation and evaluation of
reserves

» registered professional geologist license in the commonwealth of Pennsylvania
» certified petroleum geologist of the American Association of Petroleum Geologists

» Bachelor of Science Degree in Geological Sciences

Ryder Scott Company, L.P.:

» over 30 years of practical experience in the estimation and evaluation of reserves

» registered professional engineer in the state of Texas

» Bachelor of Science Degree in Electrical Engineering

 member in good standing of the Society of Petroleum Engineers and the Society of Petroleum
Evaluation Engineers
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Exploration and Development, Acquisition and Divestiture Activities

The following table sets forth historical cost information regarding our exploration and development
acquisition and divestiture activities during the periods indicated:
December 31,
2010 2009 2008
(% in millions)

Development and exploration costs:

Development drilling@ .. ... ... ... . .. . . . $ 4739 $ 2,729 $ 5,185
Exploratory drilling .. ... .. 691 651 612
Geological and geophysical costs®)X©) ... ... ... .. ... .. o i 181 162 314
Asset retirement obligationandother .......... ... ... ... ......... 2 (2) 10

5,613 3,540 6,121
Acquisition costs:

Unproved properties(@ . ... ... ... . . . . . 6,953 2,793 8,250
Proved properties . ......... . 243 61 355
Deferred incometaxes ............ i — — 13

7,196 2,854 8,618
Proceeds from divestitures:

Unproved properties . .. ...t (1,524) (1,265) (5,302)
Proved properties . ....... ... (2,876) (461) (2,433)
(4,400) (1,726) (7,735)

Total .. $ 8409 $ 4668 $ 7,004

(a) Includes capitalized internal costs of $367 million, $337 million and $326 million, respectively.
(b) Includes capitalized internal costs of $16 million, $22 million and $26 million, respectively.

(c) Includes $24 million, $29 million and $25 million of related capitalized interest, respectively.

(d) Includes $687 million, $598 million and $561 million of related capitalized interest, respectively.

Our development costs included $789 million, $621 million and $1.5 billion in 2010, 2009 and 2008,
respectively, related to properties carried as proved undeveloped locations in the prior year’s reserve reports.

A summary of our exploration and development, acquisition and divestiture activities in 2010 by operating
area is as follows:

Acquisition Acquisition Sales Sales
Gross Exploration of of of of
Wells Net Wells and Unproved Proved Unproved Proved
Drilled Drilled Development@ Properties® Properties Properties Properties Total
($ in millions)
Mid-Continent . .. 596 212 $ 1,121 % 547 $ 2% —3$ —$ 1,758
Haynesuville/
Bossier
Shale ........ 500 202 2,032 411 66 (57) (4) 2,448
Barnett Shale . . .. 503 287 570 216 — (38) (1,938) (1,190)
Fayetteville
Shale ........ 775 157 725 74 — — — 799
Permian and
Delaware
Basins ........ 156 84 396 41 2 (4) (560) (125)
Marcellus
Shale ........ 329 135 380 1,114 2 (396) — 1,100
Eagle Ford
Shale ........ 82 48 243 1,863 73 (1,029) (73) 1,077
Rockies/ Williston
Basin......... 32 13 77 912 8 — — 997
Other .......... 58 11 69 1,775 2 — (301) 1,545
Total ......... 3,031 1,149 $ 5,613 % 6,953 $ 243% (1,524)% (2,876)$ 8,409

(a) Includes $383 million of capitalized internal costs and $24 million of related capitalized interest.
(b) Includes $687 million of related capitalized interest.
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Acreage

We actively acquire new leases, most of which have a three-to-five year term. Managing lease expirations
to ensure that we do not experience unintended material expirations is an important part of our business. Our
leasehold management efforts include scheduling our drilling to establish production in paying quantities in
order to hold leases by production, timely exercising our contractual rights to pay delay rentals to extend the
terms of leases we value, planning leasehold asset sales and industry participation transactions to high-grade
our lease inventory or to raise capital for additional development and letting some low-value leases expire. We
maintain a very large drilling program that is rigorously scheduled to lock in our acreage with the highest
prospective value. The fact that we control a substantial rig fleet and other service operations gives us a high
degree of confidence that we will be able to execute our drilling plans. We have determined that the amount of
undeveloped leasehold that we reasonably believe will be abandoned or allowed to expire at the end of the
lease term is immaterial to our operations.

The following table sets forth as of December 31, 2010 the gross and net leasehold acres of both
developed and undeveloped natural gas and oil leases which we hold. “Gross” acres are the total number of
acres in which we own a working interest. “Net” acres refer to gross acres multiplied by our fractional working
interest. Acreage numbers do not include our options to acquire additional acreage which have not been
exercised.

Developed Undeveloped Total
Gross Net Gross Net Gross Net
Acres Acres Acres Acres Acres Acres

(in thousands)

Mid-Continent ............... 4,469 2,252 2,720 1,627 7,189 3,879
Haynesville/Bossier Shale ... .. 375 269 405 258 780 527
BarnettShale................ 235 132 166 85 401 217
Fayetteville Shale ............ 414 188 955 413 1,369 601
Permian and Delaware
Basins ................... 364 212 1,567 992 1,931 1,204
Marcellus Shale . ............. 408 211 2,972 1,460 3,380 1,671
Eagle Ford Shale ............ 45 25 852 440 897 465
Rockies/Williston Basin ....... 41 19 1,456 832 1,497 851
Other ...................... 2,182 1,736 3,437 2,062 5,619 3,798
Total ................... 8,533 5,044 14,530 8,169 23,063 13,213

Marketing, Gathering and Compression
Marketing

Chesapeake Energy Marketing, Inc., one of our wholly owned subsidiaries, provides natural gas and oil
marketing services, including commodity price structuring, contract administration and nomination services for
Chesapeake, its partners and other producers. We attempt to enhance the value of our natural gas and oil
production by aggregating volumes to be sold to various intermediary markets, end markets and pipelines. This
aggregation allows us to attract larger, more creditworthy customers that in turn assist in maximizing the prices
received for our production.

Our oil production is generally sold under market sensitive or spot price contracts. The revenue we receive
from the sale of natural gas liquids is included in oil sales.

Our natural gas production is sold to purchasers under percentage-of-proceeds contracts,
percentage-of-index contracts or spot price contracts. By the terms of the percentage-of-proceeds contracts,
we receive a percentage of the resale price received by the purchaser after transportation and processing of
our natural gas. Under percentage-of-index contracts, the price per mmbtu we receive for our natural gas is
tied to indexes published in Inside FERC or Gas Daily. Although exact percentages vary daily, as of February
2011, approximately 80% of our natural gas production was sold under short-term contracts at market-sensitive
prices. No customer accounted for more than 10% of total revenues (excluding gains (losses) on derivatives) in
2010.
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Our marketing activities, along with our midstream gathering and compression activities discussed below,
constitute a reportable segment under accounting guidance for disclosure about segments of an enterprise and
related information. See Note 16 of the notes to our consolidated financial statements in ltem 8 of this report.

Midstream Gathering Operations

Chesapeake invests in gathering systems and processing facilities to complement our natural gas
operations in regions where we have significant production and additional infrastructure is required. By doing
so, we are better able to manage the value received for and the costs of, gathering, treating and processing
natural gas. These systems are designed primarily to gather company production for delivery into major
intrastate or interstate pipelines. In addition, our midstream business provides services to third-party
customers. Chesapeake generates revenues from its gathering, treating and compression activities through
fixed-rate fee structures. The company also processes a portion of its natural gas at various third-party plants.

Our midstream assets are held and operated by our wholly owned subsidiary, Chesapeake Midstream
Development, L.P. (CMD), and its subsidiaries. In September 2009, we formed a joint venture with GIP to own
and operate natural gas midstream assets. As part of the transaction, we contributed certain natural gas
gathering systems that had been held by CMD and its subsidiaries to a new entity, Chesapeake Midstream
Partners, L.L.C. (CMP), and GIP purchased a 50% interest in CMP for $588 million in cash. The assets we
contributed to the joint venture were substantially all of our midstream assets in the Barnett Shale and also the
majority of our non-shale midstream assets in the Arkoma, Anadarko, Delaware and Permian Basins.
Together, these assets constituted approximately 57% of our total midstream assets as of September 30,
2009.

On August 3, 2010, Chesapeake Midstream Partners, L.P. (NYSE: CHKM), which we and GIP formed to
own, operate, develop and acquire midstream assets, completed an initial public offering of 24,437,500
common units (including 3,187,500 common units issued pursuant to the exercise of the underwriters’ over-
allotment option on August 3, 2010) representing limited partner interests and received net offering proceeds of
approximately $475 million at an initial offering price of $21.00 per unit. In connection with the closing of the
offering and pursuant to the terms of our contribution agreement with GIP, CHKM distributed to GIP the
approximate $62 million of net proceeds from the exercise of the over-allotment option. In connection with the
closing of the offering, Chesapeake and GIP contributed the interests of the midstream joint venture’s operating
subsidiary to CHKM. CHKM is continuing the business that had been conducted by the joint venture. Common
units owned by public security holders represent 17.7% of all outstanding limited partner interests, and
Chesapeake and GIP hold 42.3% and 40.0%, respectively, of all outstanding limited partner interests. The
limited partners, collectively, have a 98.0% interest in CHKM, and the general partner, which is owned and
controlled 50/50 by Chesapeake and GIP, has a 2.0% interest in CHKM.

Subsidiaries of CMD continue to operate our midstream assets outside of CHKM. The CMD systems are
located in Oklahoma, Texas, Colorado, New Mexico, New York, Ohio, Louisiana, Arkansas, Pennsylvania,
Wyoming and West Virginia and consist of approximately 1,750 miles of gathering pipelines, servicing over
1,150 natural gas wells. These include natural gas gathering assets in the Fayetteville Shale, Marcellus Shale
and other areas in Appalachia. Compared to the Barnett Shale and Mid-Continent areas where the CHKM
midstream assets are located, these are less developed areas and will require significant build-out capital
expenditures. As described in Recent Developments, in February 2011, we agreed to sell the CMD midstream
assets in the Fayetteville Shale in a transaction expected to close in the first half of 2011. A source of liquidity
for CMD’s business is the $300 million revolving credit facility described under Liquidity and Capital Resources
in ltem 7 below. On December 21, 2010, CMD sold its Springridge natural gas gathering system and related
facilities in the Haynesville Shale to CHKM for $500 million. In connection with this transaction, CHKM and
certain Chesapeake subsidiaries entered into ten-year gathering and compression agreements covering
upstream assets within an area of dedication around the existing pipeline system. The gathering and
compression agreements are similar to the previously existing gathering agreement between Chesapeake and
CHKM and include a minimum volume commitment and periodic rate redetermination.

Compression

Since 2003, Chesapeake has expanded its compression business. Our wholly owned subsidiary, MidCon
Compression, L.L.C., operates wellhead and system compressors to facilitate the transportation of natural gas
primarily produced from Chesapeake-operated wells. In a series of transactions since 2007, MidCon sold a
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significant portion of its compressor fleet, consisting of 2,234 compressors, for $517 million and entered into a
master lease agreement. These transactions were recorded as sales and operating leasebacks.

Service Operations
Drilling

Securing available rigs is an integral part of the exploration process and therefore owning our own drilling
company is a strategic advantage for Chesapeake. In 2001, Chesapeake formed its wholly owned drilling
subsidiary, now Nomac Dirilling, L.L.C., with an investment of $26 million to build and refurbish five drilling rigs.
As of December 31, 2010, Chesapeake had invested approximately $1.1 billion to build or acquire 105 drilling
rigs, which are utilized primarily to drill Chesapeake-operated wells. In a series of transactions since 2006, our
drilling subsidiaries sold 86 rigs for $717 million and subsequently leased back the rigs through 2018. These
transactions were recorded as sales and operating leasebacks. The drilling rigs have depth ratings between
3,000 and 25,000 feet and range in drilling horsepower from 450 to 2,000. These drilling rigs are currently
operating in Oklahoma, Texas, Arkansas, Louisiana and Appalachia. Nomac Dirilling, L.L.C. is the fifth largest
drilling rig contractor in the U.S.

Trucking

In 2006, Chesapeake expanded its service operations by acquiring two privately-owned oilfield trucking
service companies. We now own one of the largest oilfield and heavy haul transportation companies in the
industry. Our trucking business is utilized primarily to transport drilling rigs for both Chesapeake and third
parties. Through this ownership, we are better able to manage the movement of our rigs. As of December 31,
2010, our fleet included 208 trucks and 22 cranes, which mainly service the Mid-Continent, Barnett Shale and
Appalachian regions.

Seasonal Nature of Business

Generally, the demand for natural gas decreases during the summer months and increases during the
winter months. Seasonal anomalies such as mild winters or hot summers can lessen or intensify this
fluctuation. In addition, pipelines, utilities, local distribution companies and industrial users utilize natural gas
storage facilities and purchase some of their anticipated winter requirements during the summer. This can
lessen seasonal demand fluctuations. World weather and resultant prices for liquified natural gas (LNG) can
also affect deliveries of competing LNG into this country from abroad, affecting the price of domestically
produced natural gas.

Competition

We compete with both major integrated and other independent natural gas and oil companies in acquiring
desirable leasehold acreage, producing properties and the equipment and expertise necessary to explore,
develop and operate our properties and market our production. Some of our competitors may have larger
financial and other resources than ours. The natural gas and oil industry also faces competition from alternative
fuel sources, including other fossil fuels such as coal and imported LNG. Competitive conditions may be
affected by future legislation and regulations as the U.S. develops new energy and climate-related policies. In
addition, some of our larger competitors may have a competitive advantage when responding to factors that
affect demand for natural gas and oil production, such as changing prices, domestic and foreign political
conditions, weather conditions, the price and availability of alternative fuels, the proximity and capacity of gas
pipelines and other transportation facilities, and overall economic conditions. We believe that our technological
expertise, our exploration, land, drilling and production capabilities and the experience of our management
generally enable us to compete effectively.

Hedging Activities

We utilize hedging strategies to hedge the price of a portion of our future natural gas and oil production
and to manage interest rate exposure. See Item 7A. Quantitative and Qualitative Disclosures About Market
Risk.

Regulation

General. All of our operations are conducted onshore in the United States. The U.S. natural gas and oil
industry is regulated at the federal, state and local levels, and some of the laws, rules and regulations that

18



govern our operations carry substantial penalties for noncompliance. These regulatory burdens increase our
cost of doing business and, consequently, affect our profitability.

Regulation of Natural Gas and Oil Operations. Our exploration and production operations are subject to
various types of regulation at the U.S. federal, state and local levels. Such regulation includes requirements for
permits to drill and to conduct other operations and for provision of financial assurances (such as bonds)
covering drilling and well operations. Other activities subject to regulation include, but are not limited to:

» the location of wells;

» the method of drilling and completing wells;

» the surface use and restoration of properties upon which wells are drilled;

» the plugging and abandoning of wells;

» the disposal of fluids used or other wastes generated in connection with operations;
» the marketing, transportation and reporting of production; and

» the valuation and payment of royalties.

Our operations are also subject to various conservation regulations. These include the regulation of the
size of drilling and spacing units (regarding the density of wells that may be drilled in a particular area) and the
unitization or pooling of natural gas and oil properties. In this regard, some states, such as Oklahoma, allow the
forced pooling or integration of tracts to facilitate exploration, while other states, such as Texas and New
Mexico, rely on voluntary pooling of lands and leases. In areas where pooling is voluntary, it may be more
difficult to form units and therefore, more difficult to fully develop a project if the operator owns less than 100%
of the leasehold. In addition, state conservation laws establish maximum rates of production from natural gas
and oil wells, generally prohibit the venting or flaring of natural gas and impose certain requirements regarding
the ratability of production. The effect of these regulations is to limit the amount of natural gas and oil we can
produce and to limit the number of wells and the locations at which we can drill.

Chesapeake operates a number of natural gas gathering systems. The U.S. Department of Transportation
and certain state agencies regulate the safety and operating aspects of the transportation and storage activities
of these facilities. There is currently no price regulation of the company’s sales of natural gas, oil and natural
gas liquids, although governmental agencies may elect in the future to regulate certain sales.

We do not anticipate that compliance with existing laws and regulations governing exploration, production
and natural gas gathering will have a material adverse effect upon our capital expenditures, earnings or
competitive position.

Environmental, Health and Safety Regulation. The business operations of the company and its ownership
and operation of natural gas and oil interests are subject to various federal, state and local environmental,
health and safety laws and regulations pertaining to the release, emission or discharge of materials into the
environment, the generation, storage, transportation, handling and disposal of materials (including solid and
hazardous wastes), the safety of employees, or otherwise relating to pollution, preservation, remediation or
protection of human health and safety, natural resources, wildlife or the environment. We must take into
account the cost of complying with environmental regulations in planning, designing, constructing, drilling,
operating and abandoning wells and related surface facilities. In most instances, the regulatory frameworks
relate to the handling of drilling and production materials, the disposal of drilling and production wastes, and the
protection of water and air. In addition, our operations may require us to obtain permits for, among other things,

e air emissions;

» the construction and operation of underground injection wells to dispose of produced saltwater and
other non-hazardous oilfield wastes; and

» the construction and operation of surface pits to contain drilling muds and other non-hazardous fluids
associated with drilling operations.

Federal, state and local laws may require us to remove or remediate previously disposed wastes, including
wastes disposed of or released by us or prior owners or operators in accordance with current laws or
otherwise, to suspend or cease operations at contaminated areas, or to perform remedial well plugging
operations or response actions to reduce the risk of future contamination. Federal laws, including the
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Comprehensive Environmental Response, Compensation, and Liability Act, or CERCLA, and analogous state
laws impose joint and several liability, without regard to fault or legality of the original conduct, on classes of
persons who are considered responsible for releases of a hazardous substance into the environment. These
persons include the owner or operator of the site where the release occurred, and persons that disposed of or
arranged for the disposal of hazardous substances at the site. CERCLA and analogous state laws also
authorize the U.S. Environmental Protection Agency (EPA), state environmental agencies and, in some cases,
third parties to take action to prevent or respond to threats to human health or the environment and to seek to
recover from responsible classes of persons the costs of such actions.

Other federal and state laws, in particular the federal Resource Conservation and Recovery Act, regulate
hazardous and non-hazardous wastes. Under a longstanding legal framework, certain wastes generated by our
natural gas and oil operations are not subject to federal regulations governing hazardous wastes, though they
may be regulated under other federal and state laws. These wastes may in the future be designated as
hazardous wastes and may thus become subject to more rigorous and costly compliance and disposal
requirements.

Vast quantities of natural gas and oil deposits exist in deep shale and other formations. It is customary in
our industry to recover natural gas and oil from these deep shale formations through the use of hydraulic
fracturing, combined with sophisticated horizontal drilling. Hydraulic fracturing is the process of creating or
expanding cracks, or fractures, in formations underground where water, sand and other additives are pumped
under high pressure into a shale formation. These formations are generally geologically separated and isolated
from fresh ground water supplies by protective rock layers. Our well construction practices include installation
of multiple layers of protective steel casing surrounded by cement that are specifically designed and installed to
protect freshwater aquifers by preventing the migration of fracturing fluids into aquifers. Legislative and
regulatory efforts at the federal level and in some states have sought to render permitting and compliance
requirements more stringent for hydraulic fracturing. If passed into law, such efforts could have an adverse
effect on our operations.

Federal and state occupational safety and health laws require us to organize and maintain information
about hazardous materials used, released or produced in our operations. Certain portions of this information
must be provided to employees, state and local governmental authorities and local citizens. We are also
subject to the requirements and reporting set forth in federal workplace standards.

We have made and will continue to make expenditures to comply with environmental, health and safety
regulations and requirements. These are necessary business costs in the natural gas and oil industry. Although
we are not fully insured against all environmental, health and safety risks, and our insurance does not cover
any penalties or fines that may be issued by a governmental authority, we maintain insurance coverage which
we believe is customary in the industry. Moreover, it is possible that other developments, such as stricter and
more comprehensive environmental, health and safety laws and regulations, as well as claims for damages to
property or persons, resulting from company operations, could result in substantial costs and liabilities,
including civil and criminal penalties, to Chesapeake. We believe that we are in material compliance with
existing environmental, health and safety regulations. We believe that the cost of maintaining compliance with
these existing regulations will not have a material adverse effect on our business, financial position and results
of operation, but new or more stringent regulations could increase the cost of doing business.

Climate Change. Various state governments and regional organizations comprising state governments are
considering enacting new legislation and promulgating new regulations governing or restricting the emission of
greenhouse gases from stationary sources such as our equipment and operations. At the federal level, the
EPA has already made findings and issued regulations that require us to establish and report an inventory of
greenhouse gas emissions and that could lead to the imposition of restrictions on greenhouse gas emissions
from stationary sources such as ours. Legislative and regulatory proposals for restricting greenhouse gas
emissions or otherwise addressing climate change could require us to incur additional operating costs and
could adversely affect demand for the natural gas and oil that we sell. The potential increase in our operating
costs could include new or increased costs to obtain permits, operate and maintain our equipment and
facilities, install new emission controls on our equipment and facilities, acquire allowances to authorize our
greenhouse gas emissions, pay taxes related to our greenhouse gas emissions and administer and manage a
greenhouse gas emissions program. Moreover, incentives to conserve energy or use alternative energy
sources could reduce demand for natural gas and oil.
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Title to Properties

Our title to properties is subject to royalty, overriding royalty, carried, net profits, working and other similar
interests and contractual arrangements customary in the natural gas and oil industry, to liens for current taxes
not yet due and to other encumbrances. As is customary in the industry in the case of undeveloped properties,
only cursory investigation of record title is made at the time of acquisition. Drilling title opinions are usually
prepared before commencement of drilling operations. We believe we have satisfactory title to substantially all
of our active properties in accordance with standards generally accepted in the natural gas and oil industry.
Nevertheless, we are involved in title disputes from time to time which result in litigation.

Operating Hazards and Insurance

The natural gas and oil business involves a variety of operating risks, including the risk of fire, explosions,
blow-outs, pipe failure, abnormally pressured formations and environmental hazards such as oil spills, natural
gas leaks, ruptures or discharges of toxic gases. If any of these should occur, Chesapeake could incur legal
defense costs and could suffer substantial losses due to injury or loss of life, severe damage to or destruction
of property, natural resources and equipment, pollution or other environmental damage, clean-up
responsibilities, regulatory investigation and penalties, and suspension of operations. Our horizontal and deep
drilling activities involve greater risk of mechanical problems than vertical and shallow drilling operations.

Chesapeake maintains a $75 million control of well policy that insures against certain sudden and
accidental risks associated with drilling, completing and operating our wells. There is no assurance that this
insurance will be adequate to cover all losses or exposure to liability. Chesapeake also carries a $400 million
comprehensive general liability umbrella policy and a $130 million pollution liability policy. We provide workers’
compensation insurance coverage to employees in all states in which we operate. While we believe these
policies are customary in the industry, they do not provide complete coverage against all operating risks. In
addition, our insurance does not cover penalties or fines that may be assessed by a governmental authority. A
loss not fully covered by insurance could have a material adverse effect on our financial position, results of
operations and cash flows. The insurance coverage that we maintain may not be sufficient to cover every claim
made against us in the future.

Facilities

Chesapeake owns an office complex in Oklahoma City and we continue to construct additional buildings in
Oklahoma City and in our operating areas as needed to accommodate our ongoing growth. We also own or
lease various field or administrative offices in the areas in which we conduct operations.

Employees

Chesapeake had approximately 10,000 employees as of December 31, 2010.
Glossary of Natural Gas and Oil Terms

The terms defined in this section are used throughout this Form 10-K.

Bcf. Billion cubic feet.

Bcfe. Billion cubic feet of natural gas equivalent.

Bbl. One stock tank barrel, or 42 U.S. gallons liquid volume, used herein in reference to crude oil or other
liquid hydrocarbons.

Bbtu. One billion British thermal units.

Btu. British thermal unit, which is the heat required to raise the temperature of a one-pound mass of water
from 58.5 to 59.5 degrees Fahrenheit.

Commercial Well; Commercially Productive Well. A natural gas and oil well which produces natural gas
and oil in sufficient quantities such that proceeds from the sale of such production exceed production expenses
and taxes.
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Conventional Reserves. Natural gas and oil occurring as discrete accumulations in structural and
stratigraphic traps.

Developed Acreage. The number of acres which are allocated or assignable to producing wells or wells
capable of production.

Development Well. A well drilled within the proved area of an oil or natural gas reservoir to the depth of a
stratigraphic horizon known to be productive.

Drilling Carry Obligation. An obligation of one party to pay certain well costs attributable to another party.

Dry Hole; Dry Well. A well found to be incapable of producing either oil or natural gas in sufficient
quantities to justify completion as a natural gas or oil well.

Exploratory Well. A well drilled to find a new field or to find a new reservoir in a field previously found to be
productive of natural gas or oil in another reservoir.

Farmout. An assignment of an interest in a drilling location and related acreage conditional upon the
drilling of a well on that location.

Formation. A succession of sedimentary beds that were deposited under the same general geologic
conditions.

Full-Cost Pool. The full-cost pool consists of all costs associated with property acquisition, exploration and
development activities for a company using the full-cost method of accounting. Additionally, any internal costs
that can be directly identified with acquisition, exploration and development activities are included. Any costs
related to production, general corporate overhead or similar activities are not included.

Gross Acres or Gross Wells. The total acres or wells, as the case may be, in which a working interest is
owned.

Horizontal Wells. Wells which are drilled at angles greater than 70 degrees from vertical.

Infill Drilling. Drilling wells between established producing wells on a lease; a drilling program to reduce
the spacing between wells in order to increase production and/or recovery of in-place hydrocarbons from the
lease.

Karst. An area of irregular limestone in which erosion has produced fissures, sinkholes, underground
streams and caverns.

Mbbl. One thousand barrels of crude oil or other liquid hydrocarbons.
Mbtu. One thousand btus.

Mcf. One thousand cubic feet.

Mcfe. One thousand cubic feet of natural gas equivalent.

Mmbbl. One million barrels of crude oil or other liquid hydrocarbons.
Mmbtu. One million btus.

Mmcf. One million cubic feet.

Mmcfe. One million cubic feet of natural gas equivalent.

Natural Gas Liquids (NGL). Those hydrocarbons in natural gas that are separated from the gas as liquids
through the process of absorption, condensation, adsorption or other methods in gas processing or cycling
plants. Natural gas liquids primarily include ethane, propane, butane, isobutene, pentane, hexane and natural
gasoline.

Net Acres or Net Wells. The sum of the fractional working interests owned in gross acres or gross wells.
NYMEX. New York Mercantile Exchange.

Play. A term applied to a portion of the exploration and production cycle following the identification by
geologists and geophysicists of areas with potential natural gas and oil reserves.
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Present Value or PV-10. When used with respect to natural gas and oil reserves, present value, or PV-10
means the estimated future gross revenue to be generated from the production of proved reserves, net of
estimated production and future development costs, using prices calculated as the average natural gas and oil
price during the preceding 12-month period prior to the end of the current reporting period, (determined as the
unweighted arithmetic average of prices on the first day of each month within the 12-month period) and costs in
effect at the determination date, without giving effect to non-property related expenses such as general and
administrative expenses, debt service and future income tax expense or to depreciation, depletion and
amortization, discounted using an annual discount rate of 10%.

Price Differential. The difference in the price of natural gas or oil received at the sales point and the
New York Mercantile Exchange (NYMEX).

Productive Well. A well that is not a dry well. Productive wells include producing wells and wells that are
mechanically capable of production.

Proved Developed Reserves. Proved reserves that can be expected to be recovered through existing
wells with existing equipment and operating methods or in which the cost of the required equipment is relatively
minor compared to the cost of a new well.

Proved Properties. Properties with proved reserves.

Proved Reserves. Proved natural gas and oil reserves are those quantities of natural gas and oil, which,
by analysis of geoscience and engineering data, can be estimated with reasonable certainty to be economically
producible — from a given date forward, from known reservoirs, and under existing economic conditions,
operating methods, and government regulations — prior to the time at which contracts providing the right to
operate expire, unless evidence indicates that renewal is reasonably certain, regardless of whether
deterministic or probabilistic methods are used for the estimation. The project to extract the hydrocarbons must
have commenced or the operator must be reasonably certain that it will commence the project within a
reasonable time. The area of a reservoir considered as proved includes (a) the area indentified by drilling and
limited by fluid contacts, if any, and (b) adjacent undrilled portions of the reservoir that can, with reasonable
certainty, be judged to be continuous with it and to contain economically producible natural gas or oil on the
basis of available geoscience and engineering data. In the absence of information on fluid contacts, proved
quantities in a reservoir are limited by the lowest known hydrocarbons (LKH) as seen in a well penetration
unless geoscience, engineering, or performance data and reliable technology establishes a lower contact with
reasonable certainty. Where direct observation from well penetrations has defined a highest known oil (HKO)
elevation and the potential exists for an associated gas cap, proved oil reserves may be assigned in the
structurally higher portions of the reservoir only if geoscience, engineering, or performance data and reliable
technology establish the higher contact with reasonable certainty. Reserves which can be produced
economically through application of improved recovery techniques (including, but not limited to, fluid injection)
are included in the proved classification when (a) successful testing by a pilot project in an area of the reservoir
with properties no more favorable than in the reservoir as a whole, the operation of an installed program in the
reservoir or an analogous reservoir, or other evidence using reliable technology establishes the reasonable
certainty of the engineering analysis on which the project or program was based and (b) the project has been
approved for development by all necessary parties and entities, including governmental entities. Existing
economic conditions include prices and costs at which economic producibility from a reservoir is to be
determined. The price shall be the average price during the 12-month period prior to the ending date of the
period covered by the report, determined as an unweighted arithmetic average of the first-day-of-the-month
price for each month within such period, unless prices are defined by contractual arrangements, excluding
escalations based upon future conditions.

Proved Undeveloped Location. A site on which a development well can be drilled consistent with spacing
rules for purposes of recovering proved undeveloped reserves.

Proved Undeveloped Reserves. Proved reserves that are expected to be recovered from new wells on
undrilled acreage, or from existing wells where a relatively major expenditure is required for recompletion.
Reserves on undrilled acreage shall be limited to those directly offsetting development spacing areas that are
reasonably certain of production when drilled, unless evidence using reliable technology exists that establishes
reasonable certainty of economic producibility at greater distances. Undrilled locations can be classified as
having proved undeveloped reserves only if a development plan has been adopted indicating that they are
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scheduled to be drilled within five years, unless the specific circumstances justify a longer time. Estimates for
proved undeveloped reserves are not attributed to any acreage for which an application of fluid injection or
other improved recovery technique is contemplated, unless such techniques have been proved effective by
actual projects in the same reservoir or an analogous reservoir, or by other evidence using reliable technology
establishing reasonable certainty.

Reserve Replacement. Calculated by dividing the sum of reserve additions from all sources (revisions,
extensions, discoveries and other additions and acquisitions) by the actual production for the corresponding
period. The values for these reserve additions are derived directly from the proved reserves table located in
Note 10 of the notes to our consolidated financial statements. In calculating reserve replacement, we do not
use unproved reserve quantities or proved reserve additions attributable to less than wholly owned
consolidated entities or investments accounted for using the equity method. Management uses the reserve
replacement ratio as an indicator of the company’s ability to replenish annual production volumes and grow its
reserves, thereby providing some information on the sources of future production. It should be noted that the
reserve replacement ratio is a statistical indicator that has limitations. As an annual measure, the ratio is limited
because it typically varies widely based on the extent and timing of new discoveries and property acquisitions.
Its predictive and comparative value is also limited for the same reasons. In addition, since the ratio does not
imbed the cost or timing of future production of new reserves, it cannot be used as a measure of value
creation.

Royalty Interest. An interest in a natural gas and oil property entitling the owner to a share of oil or natural
gas production free of costs of production.

Seismic. An exploration method of sending energy waves or sound waves into the earth and recording the
wave reflections to indicate the type, size, shape and depth of subsurface rock formation (3-D seismic provides
three-dimensional pictures).

Shale. Fine-grained sedimentary rock composed mostly of consolidated clay or mud. Shale is the most
frequently occurring sedimentary rock.

Standardized Measure of Discounted Future Net Cash Flows. The discounted future net cash flows
relating to proved reserves based on the prices used in estimating the proved reserves, year-end costs and
statutory tax rates (adjusted for permanent differences) and a 10-percent annual discount rate.

Tcf. One trillion cubic feet.
Tcfe. One trillion cubic feet of natural gas equivalent.

Unconventional Reserves. Natural gas and oil occurring in regionally pervasive accumulations with low
matrix permeability and close association with source rocks.

Undeveloped Acreage. Acreage on which wells have not been drilled or completed to a point that would
permit the production of economic quantities of natural gas and oil regardless of whether such acreage
contains proved reserves.

Unproved Properties. Properties with no proved reserves.

VPP. As we use the term, a volumetric production payment represents a limited-term overriding royalty
interest in natural gas and oil reserves that (i) entitles the purchaser to receive scheduled production volumes
over a period of time from specific lease interests; (ii) is free and clear of all associated future production costs
and capital expenditures; (iii) is nonrecourse to the seller (i.e., the purchaser’s only recourse is to the reserves
acquired); (iv) transfers title of the reserves to the purchaser; and (v) allows the seller to retain the remaining
reserves, if any, after the scheduled production volumes have been delivered.

Working Interest. The operating interest which gives the owner the right to drill, produce and conduct
operating activities on the property and a share of production.
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ITEM 1A. Risk Factors

Natural gas and oil prices fluctuate widely, and lower prices for an extended period of time are
likely to have a material adverse effect on our business.

Our revenues, operating results, profitability and ability to grow depend primarily upon the prices we
receive for the natural gas and oil we sell. We require substantial expenditures to replace reserves, sustain
production and fund our business plans. Lower natural gas or oil prices can negatively affect the amount of
cash flow available for capital expenditures and our ability to borrow money or raise additional capital and, as a
result, could have a material adverse effect on our financial condition, results of operations and reserves. In
addition, lower prices may result in ceiling test write-downs of our natural gas and oil properties. We urge you
to read the risk factors below for a more detailed description of each of these risks.

Historically, the markets for natural gas and oil have been volatile and they are likely to continue to be
volatile. Wide fluctuations in natural gas and oil prices may result from relatively minor changes in the supply of
and demand for natural gas and oil, market uncertainty and other factors that are beyond our control, including:

« domestic and worldwide supplies of natural gas, oil and natural gas liquids, including U.S. inventories
of natural gas and oil reserves;

» weather conditions;
» changes in the level of consumer demand;
» the price and availability of alternative fuels;

« the availability, proximity and capacity of pipelines, other transportation facilities and processing
facilities;

» the level and effect of trading in commodity futures markets, including by commaodity price speculators
and others;

» the price and level of foreign imports;
» the nature and extent of domestic and foreign governmental regulations and taxes;

» the ability of the members of the Organization of Petroleum Exporting Countries to agree to and
maintain oil price and production controls;

+ political instability or armed conflict in oil and natural gas producing regions; and
» overall domestic and global economic conditions.
These factors and the volatility of the energy markets make it extremely difficult to predict future natural
gas and oil price movements with any certainty. Further, the prices of natural gas and oil do not necessarily

move in tandem. Because approximately 90% of our reserves at December 31, 2010 were natural gas
reserves, we are more affected by movements in natural gas prices.

Our level of indebtedness may limit our financial flexibility.

As of December 31, 2010, we had long-term indebtedness of approximately $12.6 billion, and our net
indebtedness represented 45% of our total book capitalization, which we define as the sum of total
Chesapeake stockholders’ equity and total current and long-term debt less cash. We had $3.706 billion of
outstanding borrowings drawn under our revolving bank credit facilities at December 31, 2010.

Our level of indebtedness affects our operations in several ways, including the following:

» a portion of our cash flows from operating activities must be used to service our indebtedness and is
not available for other purposes;

* we may be at a competitive disadvantage as compared to similar companies that have less debt;

» the covenants contained in the agreements governing our outstanding indebtedness and future
indebtedness may limit our ability to borrow additional funds, pay dividends and make certain
investments and may also affect our flexibility in planning for, and reacting to, changes in the economy
and in our industry;
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« the midstream revolving bank credit facility restricts the payment of dividends or distributions to
Chesapeake;

» additional financing in the future for working capital, capital expenditures, acquisitions, general
corporate or other purposes may have higher costs and more restrictive covenants; and

* a lowering in the credit ratings of our debt may negatively affect the cost, terms, conditions and
availability of future financing, and lower ratings will increase the interest rate we pay on our corporate
revolving bank credit facility.

The borrowing base of our corporate revolving bank credit facility is subject to periodic redetermination and
is based in part on natural gas and oil prices. A lowering of our borrowing base because of lower natural gas
and oil prices or for other reasons could require us to repay indebtedness in excess of the borrowing base, or
we might need to further secure the lenders with additional collateral. We may incur additional debt, including
secured indebtedness, in order to develop our properties and make future acquisitions. A higher level of
indebtedness increases the risk that we may default on our obligations. Our ability to meet our debt obligations
and to reduce our level of indebtedness depends on our future performance. General economic conditions,
natural gas and oil prices and financial, business and other factors affect our operations and our future
performance. Many of these factors are beyond our control. Factors that will affect our ability to raise cash
through an offering of our capital stock or a refinancing of our debt include financial market conditions, the
value of our assets and our performance at the time we need capital. In addition, our failure to comply with the
financial and other restrictive covenants relating to our indebtedness could result in a default under that
indebtedness, which could adversely affect our business, financial condition and results of operations.

Declines in the prices of natural gas and oil could result in a write-down of our asset carrying values.

We utilize the full-cost method of accounting for costs related to our natural gas and oil properties. Under
this method, all such costs (for both productive and nonproductive properties) are capitalized and amortized on
an aggregate basis over the estimated lives of the properties using the unit-of-production method. However,
these capitalized costs are subject to a ceiling test which limits such pooled costs to the aggregate of the
present value of future net revenues attributable to proved natural gas and oil reserves discounted at 10% plus
the lower of cost or market value of unproved properties. The full-cost ceiling is evaluated at the end of each
quarter using the unweighted arithmetic average of the prices on the first day of each month within the
12-month period ending in the quarter, adjusted for the impact of derivatives accounted for as cash flow
hedges. We are required to write down the carrying value of our natural gas and oil assets if capitalized costs
exceed the ceiling limit, and such write-downs can be material. For example, our financial statements for the
year ended December 31, 2009 reflect an impairment of approximately $6.9 billion, net of income tax, of our
natural gas and oil properties. The risk that we will be required to write down the carrying value of our natural
gas and oil properties increases when natural gas and oil prices are low or volatile. We may experience ceiling
test write-downs or other impairments in the future.

Significant capital expenditures are required to replace our reserves.

Our exploration, development and acquisition activities require substantial capital expenditures.
Historically, we have funded our capital expenditures through a combination of cash flows from operations, our
corporate revolving bank credit facility, debt and equity issuances and asset monetizations. Future cash flows
are subject to a number of variables, such as the level of production from existing wells, prices of natural gas
and oil, our success in developing and producing new reserves, the orderly functioning of credit and capital
markets and our ability to complete additional planned asset monetization transactions. If revenues were to
decrease as a result of lower natural gas and oil prices or decreased production, and our access to capital
were limited, we would have a reduced ability to replace our reserves. If our cash flow from operations is not
sufficient to fund our capital expenditure budget, we may not be able to access additional bank debt, debt or
equity or other methods of financing on an economic basis to meet these requirements.

If we are not able to replace reserves, we may not be able to sustain production.

Our future success depends largely upon our ability to find, develop or acquire additional natural gas and
oil reserves that are economically recoverable. Unless we replace the reserves we produce through successful
development, exploration or acquisition activities, our proved reserves and production will decline over time. In
addition, approximately 47% of our total estimated proved reserves (by volume) at December 31, 2010 were
undeveloped. By their nature, estimates of proved undeveloped reserves are less certain. Recovery of such
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reserves will require significant capital expenditures and successful drilling operations. Our reserve estimates
at December 31, 2010 reflected a decline in the production rate on producing properties of approximately 30%
in 2011 and 19% in 2012. Thus, our future natural gas and oil reserves and production and, therefore, our cash
flow and income are highly dependent on our success in efficiently developing and exploiting our current
reserves and economically finding or acquiring additional recoverable reserves.

The actual quantities and present value of our proved reserves may prove to be lower than we
have estimated.

This report contains estimates of our proved reserves and the estimated future net revenues from our
proved reserves. These estimates are based upon various assumptions, including assumptions required by the
SEC relating to natural gas and oil prices, drilling and operating expenses, capital expenditures, taxes and
availability of funds. The process of estimating natural gas and oil reserves is complex. The process involves
significant decisions and assumptions in the evaluation of available geological, geophysical, engineering and
economic data for each reservoir. Therefore, these estimates are inherently imprecise.

Actual future production, natural gas and oil prices, revenues, taxes, development expenditures, operating
expenses and quantities of recoverable natural gas and oil reserves most likely will vary from these estimates.
Such variations may be significant and could materially affect the estimated quantities and present value of our
proved reserves. In addition, we may adjust estimates of proved reserves to reflect production history, results
of exploration and development drilling, prevailing natural gas and oil prices and other factors, many of which
are beyond our control. Our properties may also be susceptible to hydrocarbon drainage from production by
operators on adjacent properties.

At December 31, 2010, approximately 47% of our estimated proved reserves (by volume) were
undeveloped. These reserve estimates reflect our plans to make significant capital expenditures to convert our
proved undeveloped reserves into proved developed reserves, including approximately $10.6 billion during the
five years ending in 2015. You should be aware that the estimated development costs may not be accurate,
development may not occur as scheduled and results may not be as estimated. If we choose not to develop
PUDs, or if we are not otherwise able to successfully develop them, we will be required to remove the
associated volumes from our reported proved reserves. In addition, under the SEC’s reserve reporting rules,
because PUDs generally may be booked only if they relate to wells scheduled to be drilled within five years of
the date of booking, we may be required to write off any PUDs that are not developed within this five-year time
frame.

You should not assume that the present values included in this report represent the current market value
of our estimated natural gas and oil reserves. In accordance with SEC requirements, the estimates of our
present values are based on prices and costs as of the date of the estimates. The price on the date of estimate
is calculated as the average natural gas and oil price during the 12 months ending in the current reporting
period, determined as the unweighted arithmetic average of prices on the first day of each month within the
12-month period. The December 31, 2010 present value is based on $4.38 per mcf of natural gas and $79.42
per barrel of oil before price differential adjustments. Actual future prices and costs may be materially higher or
lower than the prices and costs as of the date of an estimate.

Any changes in consumption by natural gas and oil purchasers or in governmental regulations or taxation
will also affect the actual future net cash flows from our production.

The timing of both the production and the expenses from the development and production of natural gas
and oil properties will affect both the timing of actual future net cash flows from our proved reserves and their
present value. In addition, the 10% discount factor which is required by the SEC to be used in calculating
discounted future net cash flows for reporting purposes is not necessarily the most accurate discount factor.
The effective interest rate at various times and the risks associated with our business or the natural gas and oil
industry in general will affect the accuracy of the 10% discount factor.

Our development and exploratory drilling efforts and our well operations may not be profitable or
achieve our targeted returns.

We acquire significant amounts of unproved property in order to further our development efforts.
Development and exploratory drilling and production activities are subject to many risks, including the risk that
no commercially productive reservoirs will be discovered. We acquire unproved properties and lease
undeveloped acreage that we believe will enhance our growth potential and increase our earnings over time.
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However, we cannot assure you that all prospects will be economically viable or that we will not abandon our
initial investments. Additionally, there can be no assurance that unproved property acquired by us or
undeveloped acreage leased by us will be profitably developed, that new wells drilled by us in prospects that
we pursue will be productive or that we will recover all or any portion of our investment in such unproved
property or wells.

Drilling for natural gas and oil may involve unprofitable efforts, not only from dry wells but also from wells
that are productive but do not produce sufficient commercial quantities to cover the drilling, operating and other
costs. The cost of drilling, completing and operating a well is often uncertain, and many factors can adversely
affect the economics of a well or property. Drilling operations may be curtailed, delayed or canceled as a result
of unexpected drilling conditions, equipment failures or accidents, shortages of equipment or personnel,
environmental issues and for other reasons. In addition, wells that are profitable may not meet our internal
return targets, which are dependent upon the current and future market prices for natural gas and crude oil,
costs associated with producing natural gas and oil and our ability to add reserves at an acceptable cost. We
rely to a significant extent on seismic data and other advanced technologies in identifying unproved property
prospects and in conducting our exploration activities. The seismic data and other technologies we use do not
allow us to know conclusively, prior to acquisition of unproved property or drilling a well, whether natural gas or
oil is present or may be produced economically. The use of seismic data and other technologies also requires
greater pre-drilling expenditures than traditional drilling strategies. Drilling results in our newer natural gas and
liquids-rich unconventional plays may be more uncertain than in unconventional plays that are more developed
and have longer established production histories, and we can provide no assurance that drilling and completion
techniques that have proven to be successful in other unconventional formations to maximize recoveries will be
ultimately successful when used in new unconventional formations.

Certain of our undeveloped leasehold assets are subject to leases that will expire over the next
several years unless production is established on units containing the acreage.

Leases on natural gas and oil properties typically have a term of three to five years after which they expire
unless, prior to expiration, a well is drilled and production of hydrocarbons in paying quantities is established. If
our leases expire and we are unable to renew the leases, we will lose our right to develop the related
properties. While we seek to actively manage our leasehold inventory using our drilling rig fleet and service
operations to drill sufficient wells to hold the leasehold that we believe is material to our operations, our drilling
plans for these areas are subject to change based upon various factors, including drilling results, natural gas
and oil prices, the availability and cost of capital, drilling and production costs, availability of drilling services
and equipment, gathering system and pipeline transportation constraints and regulatory approvals.

Our hedging activities may reduce the realized prices we receive for our natural gas and oil sales,
require us to provide collateral for hedging liabilities and involve risk that our counterparties may be
unable to satisfy their obligations to us.

In order to manage our exposure to price volatility in marketing our natural gas and oil, we enter into
natural gas and oil price risk management arrangements for a portion of our expected production. Commaodity
price derivatives may limit the prices we actually realize and therefore reduce natural gas and oil revenues in
the future. Our commodity hedging activities will impact our earnings in various ways, including recognition of
certain mark-to-market gains and losses on derivative instruments. The fair value of our natural gas and oil
derivative instruments can fluctuate significantly between periods. In addition, our commodity price risk
management transactions may expose us to the risk of financial loss in certain circumstances, including
instances in which our production is less than expected.

Derivative transactions involve the risk that counterparties, which are generally financial institutions, may
be unable to satisfy their obligations to us. Although the counterparties to our multi-counterparty secured hedge
facility are required to secure their hedging obligations to us under certain scenarios, if any of our
counterparties were to default on its obligations to us under the hedging contracts or seek bankruptcy
protection, it could have an adverse effect on our ability to fund our planned activities and could result in a
larger percentage of our future production being subject to commodity price changes. The risk of counterparty
default is heightened in a poor economic environment.

A substantial portion of our natural gas and oil derivative contracts are with the 12 counterparties in our
multi-counterparty hedging facility. Our obligations under the facility are secured by natural gas and oil proved
reserves, the value of which must cover the fair value of the transactions outstanding under the facility by at
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least 1.65 times. Under certain circumstances, such as a spike in volatility measures without a corresponding
change in commodity prices, the collateral value could fall below the coverage designated, and we would be
required to post additional reserve collateral to our hedge facility. If we did not have sufficient unencumbered
natural gas and oil properties available to cover the shortfall, we would be required to post cash or letters of
credit with the counterparties. Future collateral requirements are dependent to a great extent on natural gas
and oil prices.

Natural gas and oil drilling and producing operations can be hazardous and may expose us to
liabilities, including environmental liabilities.

Natural gas and oil operations are subject to many risks, including well blowouts, cratering and explosions,
pipe failures, fires, formations with abnormal pressures, uncontrollable flows of natural gas, oil, brine or well
fluids and other environmental hazards and risks. Our drilling operations involve risks from high pressures and
from mechanical difficulties such as stuck pipes, collapsed casings and separated cables. Some of these risks
or hazards could materially and adversely affect our revenues and expenses by reducing or shutting in
production from wells or otherwise negatively impacting the projected economic performance of our prospects.
If any of these risks occurs, we could sustain substantial losses as a result of:

* injury or loss of life;

» severe damage to or destruction of property, natural resources or equipment;
» pollution or other environmental damage;

» clean-up responsibilities;

» regulatory investigations and administrative, civil and criminal penalties; and
» injunctions resulting in limitation or suspension of operations.

There is inherent risk of incurring significant environmental costs and liabilities in our operations due to our
generation, handling and disposal of materials, including wastes and petroleum hydrocarbons. We may incur
joint and several, strict liability under applicable U.S. federal and state environmental laws in connection with
releases of petroleum hydrocarbons and other hazardous substances at, on, under or from our leased or
owned properties, some of which have been used for natural gas and oil exploration and production activities
for a number of years, often by third parties not under our control. For our non-operated properties, we are
dependent on the operator for operational and regulatory compliance. While we may maintain insurance
against some, but not all, of the risks described above, our insurance may not be adequate to cover casualty
losses or liabilities, and our insurance does not cover penalties or fines that may be assessed by a
governmental authority. Also, in the future we may not be able to obtain insurance at premium levels that justify
its purchase.

Potential legislative and regulatory actions could increase our costs, reduce our revenue and cash
flow from natural gas and oil sales, reduce our liquidity or otherwise alter the way we conduct our
business.

The activities of exploration and production companies operating in the United States are subject to
extensive regulation at the federal, state and local levels. Changes to existing laws and regulations or new laws
and regulations such as those described below could, if adopted, have an adverse effect on our business.

Federal Taxation of Producers of Natural Gas and Oil

Federal budget proposals would potentially increase and accelerate the payment of federal income taxes
of producers of natural gas and oil. Proposals that would significantly affect us would repeal the expensing of
intangible drilling costs, the percentage depletion allowance and lengthen the amortization period of geological
and geophysical expenses. These changes, if enacted, will make it more costly for us to explore for and
develop our natural gas and oil resources.

OTC Derivatives Regulation

In July 2010, the U.S. Congress enacted the Dodd-Frank Wall Street Reform and Consumer Protection
Act (the Dodd-Frank Act), which contains measures aimed at increasing the transparency and stability of the
over-the-counter (OTC) derivative markets and preventing excessive speculation. We maintain an active price
and basis protection hedging program related to the natural gas and oil we produce to manage the risk of low
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commodity prices and to predict with greater certainty the cash flow from our hedged production. We have
used the OTC market exclusively for our natural gas and oil derivative contracts. The Dodd-Frank Act and the
rules and regulations promulgated thereunder could reduce trading positions in the energy futures markets.
Such changes could materially reduce our hedging opportunities and negatively affect our revenues and cash
flow during periods of low commodity prices.

Hydraulic Fracturing

Hydraulic fracturing is used in completing greater than 90% of all natural gas and oil wells drilled today in
the United States. Certain environmental and other groups have suggested that additional federal, state and
local laws and regulations may be needed to more closely regulate the hydraulic fracturing process. We cannot
predict whether any such federal, state or local laws or regulations will be enacted and, if so, what actions any
such laws or regulations would require or prohibit. If additional levels of regulation or permitting requirements
were imposed through the adoption of new laws and regulations, our business and operations could be subject
to delays, increased operating and compliance costs and process prohibitions.

Climate Change

Various state governments and regional organizations comprising state governments are considering
enacting new legislation and promulgating new regulations governing or restricting the emission of greenhouse
gases from stationary sources such as our equipment and operations. At the federal level, the EPA has already
made findings and issued regulations that require us to establish and report an inventory of greenhouse gas
emissions and that could lead to the imposition of restrictions on greenhouse gas emissions from stationary
sources such as ours. Legislative and regulatory proposals for restricting greenhouse gas emissions or
otherwise addressing climate change could require us to incur additional operating costs and could adversely
affect demand for the natural gas and oil that we sell. The potential increase in our operating costs could
include new or increased costs to obtain permits, operate and maintain our equipment and facilities, install new
emission controls on our equipment and facilities, acquire allowances to authorize our greenhouse gas
emissions, pay taxes related to our greenhouse gas emissions and administer and manage a greenhouse gas
emissions program. Moreover, incentives to conserve energy or use alternative energy sources could reduce
demand for natural gas and oil.

The decline in general economic, business and industry conditions since 2008 and the current
economic uncertainty may have a material adverse effect on our results of operations, liquidity and
financial condition.

Since 2008, concerns over sovereign debt levels, energy costs, geopolitical issues, the availability and
cost of credit, the U.S. mortgage market and a declining real estate market in the United States have
contributed to increased economic uncertainty and diminished expectations for the global economy.

These factors, combined with volatile natural gas and oil prices, the decline in business and consumer
confidence and high unemployment, precipitated an economic slowdown and a recession. Concerns about
global economic growth have had a significant adverse impact on global financial markets and commodity
prices. If the economic climate in the United States or abroad deteriorates further, demand for petroleum
products could continue to diminish and prices for natural gas and oil could decrease, which could adversely
impact our results of operations, liquidity and financial condition.

Our cash flow from operations, our revolving bank credit facilities and cash on hand historically have not
been sufficient to fund all of our expenditures, and we have relied on the capital markets and asset
monetization transactions to provide us with additional capital. Poor economic conditions may negatively affect:

« our ability to access the capital markets at a time when we would like, or need, to raise capital;

» the number of participants in our proposed asset monetization transactions or the values we are able
to realize in those transactions, making them uneconomic or harder or impossible to consummate;

» the collectability of our trade receivables and could cause our commodity hedging arrangements to be
ineffective if our counterparties are unable to perform their obligations or seek bankruptcy protection;
or

« the ability of our industry participation partners to meet their obligations to fund a portion of our drilling
costs under our industry participation agreements.
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Our operations may be adversely affected by oilfield services shortages, pipeline and gathering
system capacity constraints and various transportation interruptions.

From time to time, we experience delays in drilling and completing our natural gas and oil wells. Because
of the large scale of our operations, there may not be available drilling rigs of the type we require in certain
areas of our operations. Additionally, there is currently a shortage of hydraulic fracturing capacity, especially in
the unconventional U.S. natural gas and oil plays where hydraulic fracturing is necessary for the successful
development of wells. In developing plays, the demand for equipment such as pipe and compressors can
exceed the supply, and it is challenging to attract and retain qualified oilfield workers. Delays in developing our
natural gas and oil assets for these and other reasons could negatively affect our revenues and cash flow.

In certain natural gas shale plays, the capacity of gathering systems and transportation pipelines is
insufficient to accommodate potential production from existing and new wells. Capital constraints could limit the
construction of new pipelines and gathering systems by third parties, and we may experience delays in building
intrastate gathering systems necessary to transport our natural gas to interstate pipelines. Until this new
capacity is available, we may experience delays in producing and selling our natural gas. In such event, we
might have to shut in our wells awaiting a pipeline connection or capacity and/or sell natural gas production at
significantly lower prices than those quoted on NYMEX or than we currently project, which would adversely
affect our results of operations.

A portion of our natural gas and oil production in any region may be interrupted, or shut in, from time to
time for numerous reasons, including as a result of weather conditions, accidents, loss of pipeline or gathering
system access, field labor issues or strikes, or we might voluntarily curtail production in response to market
conditions. If a substantial amount of our production is interrupted at the same time, it could temporarily
adversely affect our cash flow.

ITEM 1B. Unresolved Staff Comments
None.
ITEM 2. Properties

Information regarding our properties is included in Item 1 and in Note 10 of the notes to our consolidated
financial statements included in Item 8 of this report.

ITEM 3. Legal Proceedings
Litigation

On February 25, 2009, a putative class action was filed in the U.S. District Court for the Southern District
of New York against the company and certain of its officers and directors along with certain underwriters of the
company’s July 2008 common stock offering. Following the appointment of a lead plaintiff and counsel, the
plaintiff filed an amended complaint on September 11, 2009 alleging that the registration statement for the
offering contained material misstatements and omissions and seeking damages under Sections 11, 12 and 15
of the Securities Act of 1933 of an unspecified amount and rescission. The action was transferred to the U.S.
District Court for the Western District of Oklahoma on October 13, 2009. The defendants’ motion to dismiss
was denied on September 2, 2010. A derivative action was also filed in the District Court of Oklahoma County,
Oklahoma on March 10, 2009 against the company’s directors and certain of its officers alleging breaches of
fiduciary duties relating to the disclosure matters alleged in the securities case. The derivative action is stayed
pursuant to stipulation.

On March 26, 2009, a shareholder filed a petition in the District Court of Oklahoma County, Oklahoma
seeking to compel inspection of company books and records relating to compensation of the company’s CEO.
On August 20, 2009, the court denied the inspection demand, dismissed the petition and entered judgment in
favor of Chesapeake. The shareholder is appealing the court’s ruling in the Oklahoma Court of Civil Appeals.

Three derivative actions were filed in the District Court of Oklahoma County, Oklahoma on April 28, May 7,
and May 20, 2009 against the company’s directors alleging breaches of fiduciary duties relating to
compensation of the company’s CEO and alleged insider trading, among other things, and seeking unspecified
damages, equitable relief and disgorgement. These three derivative actions were consolidated and a
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Consolidated Derivative Shareholder Petition was filed on June 23, 2009. Chesapeake is named as a nominal
defendant. Chesapeake’s motion to dismiss was granted on February 28, 2010, and plaintiffs were given leave
to amend. Plaintiffs chose not to amend and on April 9, 2010, at plaintiffs’ request, the court entered an order
certifying that the February 28, 2010 dismissal was a final, appealable order. Plaintiffs are appealing the
dismissal in the Oklahoma Court of Civil Appeals.

We are currently unable to assess the probability of loss or estimate a range of potential loss associated
with the foregoing cases. It is inherently difficult to predict the outcome of any litigation, and these proceedings
are at an early stage.

Chesapeake is also involved in various other lawsuits and disputes incidental to its business operations,
including commercial disputes, personal injury claims, claims for underpayment of royalties, property damage
claims and contract actions. With regard to the latter, several mineral or leasehold owners have filed lawsuits
against us seeking specific performance to require us to acquire their oil and natural gas interests and pay
acreage bonus payments, damages based on breach of contract and/or, in certain cases, punitive damages
based on alleged fraud. The company believes that it has substantial defenses to the claims made in these
purchase and sale cases. The company records an associated liability when a loss is probable and the amount
is reasonably estimable. Although the outcome of litigation cannot be predicted with certainty, management is
of the opinion that no pending or threatened lawsuit or dispute incidental to its business operations is likely to
have a material adverse effect on the company’s consolidated financial position, results of operations or cash
flows. The final resolution of such matters could exceed amounts accrued, however, and actual results could
differ materially from management’s estimates.

There are pending against us enforcement actions initiated in the 2010 fourth quarter and 2011 first
quarter by the Pennsylvania Department of Environmental Protection related to alleged methane migration into
the groundwater and residential water wells and by the U.S. Environmental Protection Agency related to our
compliance with Clean Water Act permitting requirements in West Virginia. We have responded to all pending
orders and are actively cooperating with the relevant agencies. While we cannot predict with certainty whether
these actions will result in fines or penalties, if fines or penalties are imposed, we reasonably believe that each
of these actions would result in monetary sanctions exceeding $100,000.

ITEM 4. Reserved
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Part Il

ITEM 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases
of Equity Securities

Price Range of Common Stock and Dividends

Our common stock trades on the New York Stock Exchange under the symbol “CHK”. The following table
sets forth, for the periods indicated, the high and low sales prices per share of our common stock as reported
by the New York Stock Exchange and the amount of cash dividends declared per share:

Common Stock Dividend

High Low Declared

Year ended December 31, 2010:
Fourth Quarter ... ........ .. e $ 2615 $ 2112 $ 0.075
Third QUarter .. ......... .. $ 2265 $ 20.04 $ 0.075
Second QUANET . ... ... $ 2536 $ 2075 $ 0.075
First QUarter . ... ... $ 2897 $ 2237 $ 0.075

Year ended December 31, 2009:
Fourth QUArter . . ... $ 30.00 $ 2206 $ 0.075
Third Quarter .. ........ . e $ 2049 $ 16.92 $ 0.075
Second QUAEr . ... ... . $ 2466 $ 1643 $ 0.075
First Quarter . . ... .. $ 2013 $ 1327 $ 0.075

At February 24, 2011, there were approximately 2,050 holders of record of our common stock and
approximately 398,250 beneficial owners.

While we expect to continue to pay dividends on our common stock, the payment of future cash dividends
is subject to the discretion of our Board of Directors and will depend upon, among other things, our financial
condition, our funds from operations, the level of our capital and development expenditures, our future
business prospects, contractual restrictions and other factors considered relevant by the Board of Directors.

In addition, our corporate revolving bank credit facility contains a restriction on our ability to declare and
pay cash dividends on our common or preferred stock if an event of default has occurred. The certificates of
designation for our preferred stock prohibit payment of cash dividends on our common stock unless we have
declared and paid (or set apart for payment) full accumulated dividends on the preferred stock.

Purchases of Common Stock

The following table presents information about repurchases of our common stock during the three months
ended December 31, 2010:

Total
Number of Maximum
Shares Number of

Purchased Shares That
as Part of May Yet Be
Publicly Purchased

Total Number Average Announced Under the
of Shares Price Paid Plans or Plans or
Period Purchased®@ Per Share( Programs Programst(®)
October 1, 2010 through October 31,
2010 . . 206,562 $ 21.90 — —
November 1, 2010 through November 30,
2010 . .. 8,331 § 21.37 — —
December 1, 2010 through December 31,
2010 . . 12,909 $ 25.92 — —
Total ... 227,802 $ 23.06 — —

(a) Represents the deemed surrender to the company of 4,389 shares of common stock to pay the exercise
price and withholding taxes in connection with the exercise of employee stock options and the surrender to
the company of 223,413 shares of common stock to pay withholding taxes in connection with the vesting
of employee restricted stock.

33



(b) We make matching contributions to our 401(k) plan and deferred compensation plan using Chesapeake
common stock which is held in treasury or is purchased by the respective plan trustees in the open market.
The plans contain no limitation on the number of shares that may be purchased for the purposes of the
company contributions. There are no other repurchase plans or programs currently authorized by the
Board of Directors.

ITEM 6. Selected Financial Data

The following table sets forth selected consolidated financial data of Chesapeake for the years ended
December 31, 2010, 2009, 2008, 2007 and 2006. The data are derived from our audited consolidated financial
statements revised to reflect the reclassification of certain items. The table should be read in conjunction with
Management’s Discussion and Analysis of Financial Condition and Results of Operations and our consolidated
financial statements, including the notes, appearing in Items 7 and 8 of this report.

Years Ended December 31,

2010 2009 2008 2007 2006
STATEMENT OF OPERATIONS DATA: ($ in millions, except per share data)
REVENUES:
Naturalgas andoilsales . .................. $ 5647 $ 5049 $ 7858 $ 5624 $ 5,619
Marketing, gathering and compression sales .. 3,479 2,463 3,598 2,040 1,577
Service operationsrevenue ................ 240 190 173 136 130
Totalrevenues ......................... 9,366 7,702 11,629 7,800 7,326
OPERATING COSTS:
Productionexpenses ...................... 893 876 889 640 490
Productiontaxes ......................... 157 107 284 216 176
General and administrative expenses ........ 453 349 377 243 139
Marketing, gathering and compression
EXPENSES . ottt 3,352 2,316 3,505 1,969 1,522
Service operations expense ................ 208 182 143 94 68
Natural gas and oil depreciation, depletion and
amortization .......... ... L. 1,394 1,371 1,970 1,835 1,359
Depreciation and amortization of other
ASSEetS . ... 220 244 174 153 103
Impairment of natural gas and oil properties . . . — 11,000 2,800 — —
(Gains) losses on sales of other property and
equipment .. ... (137) 38 — — —
Otherimpairments ........................ 21 130 30 — —
Restructuringcosts ............ .. ... .. ... — 34 — — —
Employee retirement expense .............. — — — — 55
Total OperatingCosts . .................. 6,561 16,647 10,172 5,150 3,912
INCOME (LOSS) FROM OPERATIONS ........ 2,805 (8,945) 1,457 2,650 3,414
OTHER INCOME (EXPENSE):
Interestexpense ........... .. ... . L. (19) (113) (271) (401) (316)
Earnings (losses) from equity investees .. .... 227 (39) (38) — 10
Losses on redemptions or exchanges of
debt ... ... .. (129) (40) (4) — —
Impairment of investments ................. (16) (162) (180) — —
Gain on sale of investments ................ — — — 83 117
Otherincome ........ ... ... ... ... ... ...... 16 11 27 15 16
Total Other Income (Expense) ............ 79 (343) (466) (303) (173)
INCOME (LOSS) BEFORE INCOME TAXES ... 2,884 (9,288) 991 2,347 3,241
INCOME TAX EXPENSE (BENEFIT):
Currentincometaxes ..................... — 4 423 29 5
Deferred incometaxes .................... 1,110 (3,487) (36) 863 1,242
Total Income Tax Expense (Benefit) ....... 1,110 (3,483) 387 892 1,247
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STATEMENT OF OPERATIONS DATA -
(continued):

NETINCOME (LOSS) ......................
Net (income) loss attributable to noncontrolling
interest . ... .. ...

NET INCOME (LOSS) ATTRIBUTABLE TO
CHESAPEAKE ..........................
Preferred stock dividends ..................
Loss on conversion/exchange of preferred

StOCK ..o

NET INCOME (LOSS) AVAILABLE TO
COMMON STOCKHOLDERS ..............

EARNINGS (LOSS) PER COMMON SHARE:
Basic ... ... ..
Assuming dilution .. ......... ... ... L

CASH DIVIDENDS DECLARED PER COMMON

CASH FLOW DATA:
Cash provided by operating activities ..........
Cash used in investing activities . .............
Cash provided by (used in) financing activities . . .

BALANCE SHEET DATA (AT END OF PERIOD):
Totalassets ....... ... .. ... . ... .. ... ...
Long-term debt, net of current maturities . . ... ...
Totalequity ........... .. ... .. ... ... ... ...

Years Ended December 31,

2010 2009 2008 2007 2006

($ in millions, except per share data)

1,774 (5,805) 604 1,455 1,994

— (25) — — —

1,774 (5,830) 604 1,455 1,994

(111) (23) (33) (94) (89)

— — (67) (128) (10)

$ 1663 $ (5853) $ 504 $ 1,233 $ 1,895

$ 263 $ (957) % 094 $§ 270 $ 476

$ 251 % (957) % 093 $§ 263 § 433

$ 030 $ 030 $ 02925 $ 02625 $§ 0.23

$ 5117 $ 4356 $ 5357 $§ 4974 § 4,843

$ 8503 $ 5462 $ 9965 $ 7,964 $ 8,942

$ 3,181 $§ (336) $§ 6,356 $ 2,988 § 4,042

$ 37,179 $ 29914 § 38,593 §$ 30,764 $ 24,413

$ 12,640 $ 12,295 §$ 13,175 $ 10,178 $ 7,187

$ 15264 $ 12,341 $ 17,017 $ 12,624 $ 11,366
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ITEM 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Financial Data

The following table sets forth certain information regarding the production volumes, natural gas and oil

sales, average sales prices received, other operating income and expenses for the periods indicated:

Net Production:
Natural gas (bcf) .. ...
Oil (MmbbI)@) L
Natural gas equivalent (bcfe) .......... ... ...

Natural Gas and Oil Sales ($ in millions):
Naturalgas sales ...... ... .
Natural gas derivatives — realized gains (losses) . ....................
Natural gas derivatives — unrealized gains (losses) . ..................

Total naturalgassales ......... .. ... ... . . i,

Oil sales@ . ...
Oil derivatives —realized gains (losses) ............ ... ... ...
Oil derivatives — unrealized gains (losses) ............ .. ... ...

Totaloil sales . ...... ... .. .
Total naturalgas andoilsales ............ ... .. ... ... .......

Average Sales Price (excluding gains (losses) on derivatives):
Naturalgas (S permcf) .. ...
Oil (Bperbbl) ...
Natural gas equivalent ($ permcfe) ........... ... ... ... ... ... .....

Average Sales Price (excluding unrealized gains (losses) on
derivatives):
Natural gas (S permcf) . ...
Oil (B perbbl)y ...
Natural gas equivalent ($ permcfe) .......... ... ... ... ... ........

Other Operating Income®) ($ in millions):
Marketing, gathering and compression net margin ...................
Service operations netmargin . ... .

Other Operating Income® ($ per mcfe):
Marketing, gathering and compression net margin ...................
Service operations netmargin .......... .

Expenses ($ per mcfe):
Production eXpenses . ....... ... e
Productiontaxes . ....... ... . i e
General and administrative expenses ............ .. .. ... o L.
Natural gas and oil depreciation, depletion and amortization ...........
Depreciation and amortization of otherassets .......................
Interest exXpense) . ... ...

Interest Expense ($ in millions):
Interest expensel® . .. .. ..
Interest rate derivatives — realized (gains) losses ....................
Interest rate derivatives — unrealized (gains) losses ..................

Total interestexpense ........ ... ... .. . i

NetWells Drilled .. ... ... ... .. . . . i
Net Producing Wells as of the End of Period .......................

(a) Includes NGLs.

Years Ended December 31,

2010 2009 2008
924.9 834.8 775.4
18.4 11.8 11.2

1,035.2 905.5 842.7

$ 3169 $ 2635 $ 6,003
1,082 2,313 267
425 (492) 521
5,576 4,456 6,791
1,079 656 1,066

74 33 (275)
(1,082) (96) 276
71 593 1,067

$ 5647 $ 5049 $ 7,858

$ 343 $ 316 $ 7.74

$ 5867 $ 5560 $ 95.04

$ 410 $ 363 $ 839

$ 557 $ 593 $ 8.09

$ 6271 $ 5838 $ 70.48

$ 609 $ 622 $ 838

$ 127 $ 147 $ 93

$ 32§ 8 $§ 30

$ 012 $ 016 $ 0.1

$ 003 $ 001 $ 0.04

$ 08 $ 097 $ 1.05

$ 015 $ 012 $ 034

$ 044 $ 038 $ 045

$ 135 $ 151 $ 234

$ 021 $ 027 $ 021

$ 008 $ 022 $ 022

$ 99 $ 227 $ 192
(14) (23) (6)
(66) (91) 85

$ 19 $ 113 $ 271
1,149 1,003 1,733
22617 22,919 22,813

(b) Includes revenue and operating costs and excludes depreciation and amortization of other assets.
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(c) Includes the effects of realized (gains) losses from interest rate derivatives, but excludes the effects of
unrealized (gains) losses and is net of amounts capitalized.

We manage our business as three separate operational segments: exploration and production; marketing,
gathering and compression; and service operations, which is comprised of our wholly owned drilling and
trucking operations. We refer you to Note 16 of the notes to our consolidated financial statements appearing in
Item 8 of this report, which summarizes by segment our net income and capital expenditures for 2010, 2009
and 2008 and our assets as of December 31, 2010, 2009 and 2008.

Executive Summary

We are the second-largest producer of natural gas and a top 20 producer of oil and natural gas liquids in
the U.S. We own interests in approximately 46,000 producing natural gas and oil wells that are currently
producing approximately 3.0 bcfe per day, 87% of which is natural gas. Our strategy is focused on discovering
and developing unconventional natural gas and oil fields onshore in the U.S., primarily in the Barnett Shale in
the Fort Worth Basin of north-central Texas, the Haynesville and Bossier Shales in northwestern Louisiana and
East Texas, the Fayetteville Shale in the Arkoma Basin of central Arkansas, and the Marcellus Shale in the
northern Appalachian Basin of West Virginia and Pennsylvania. We also have substantial operations in the
liquids-rich plays of the Eagle Ford Shale in South Texas, the Granite Wash, Cleveland, Tonkawa and
Mississippian plays in the Anadarko Basin in western Oklahoma and the Texas Panhandle, the Niobrara Shale,
Frontier and Codell plays in the Powder River and DJ Basins of Wyoming and Colorado and the Avalon, Bone
Spring, Wolfcamp and Wolfberry plays in the Permian and Delaware Basins of West Texas and southern New
Mexico, as well as various other plays, both conventional and unconventional, in the Mid-Continent, Williston
Basin, Appalachian Basin, South Texas, Texas Gulf Coast and Ark-La-Tex regions of the U.S. We have also
vertically integrated our operations and own substantial midstream, compression, drilling and oilfield service
assets. As described below, we have agreed to sell our Fayetteville Shale assets in a transaction expected to
close in the first half of 2011.

Chesapeake began 2010 with estimated proved reserves of 14.254 tcfe and ended the year with 17.096
tcfe, an increase of 2.842 tcfe, or 20%. During 2010, we replaced 1.035 tcfe of production with an estimated
3.877 tcfe of new proved reserves, for a reserve replacement rate of 375%. The 2010 proved reserve
movement included 5.098 tcfe of extensions, 0.006 tcfe of downward performance revisions and 0.189 tcfe of
positive revisions resulting from an increase in the twelve-month trailing average natural gas and oil prices
between December 31, 2009 and December 31, 2010. During 2010, we acquired 0.089 tcfe of estimated
proved reserves and divested 1.493 tcfe of estimated proved reserves.

Chesapeake continued the industry’s most active drilling program in 2010 and drilled 1,445 gross (938 net)
operated wells and participated in another 1,586 gross (211 net) wells operated by other companies. The
company’s drilling success rate was 98% for both company-operated and non-operated wells. Also during
2010, we invested $4.6 billion in operated wells (using an average of 131 operated rigs) and $815 million in
non-operated wells (using an average of 123 non-operated rigs) for total drilling and completion costs of $5.4
billion, net of drilling and completion cost carries of $1.2 billion.

Our average daily production for 2010 of 2.836 bcfe consisted of 2.534 bcf (89% on a natural gas
equivalent basis) and 50,397 bbls (11% on a natural gas equivalent basis) and was an increase of 355 mmcfe,
or 14%, over the 2.481 bcfe of daily production for 2009. Total production for 2010 was 1,035 tcfe, an increase
of 129.7 bcfe, or 14%, over 2009 total production of 905.5 bcfe. This was our 21st consecutive year of
sequential production growth.

Since 2000, Chesapeake has built the largest combined inventories of onshore leasehold (13.3 million net
acres) and 3-D seismic (27.9 million acres) in the U.S. This position includes the largest inventory of U.S.
natural gas shale play leasehold (2.5 million net acres) as well as the largest combined leasehold position in
two of the three largest new unconventional liquids-rich plays in the U.S. — the Eagle Ford Shale and the
Niobrara Shale. We are currently using 157 operated rigs to further develop our inventory of approximately
37,800 net drillsites.

Implementing Our Strategy

In recognition of the value gap between oil and natural gas prices, during the past two years Chesapeake
has directed a significant portion of its technological, geo-scientific, leasehold acquisition and drilling expertise
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to identifying, securing and commercializing new unconventional liquids-rich plays. This planned transition will
result in @ more balanced portfolio between natural gas and liquids. To date, we have built leasehold positions
and established production in multiple unconventional liquids-rich plays on approximately 4.1 million net
leasehold acres. In 2010, we invested approximately $4.7 billion, net of divestitures, primarily in liquids-rich
acreage, and we allocated approximately 30% of our $5.4 billion drilling and completion capital expenditures to
these plays, compared to 10% in 2009. Our production of oil and natural gas liquids was 50,397 bbls per day
during 2010, a 56% increase over the average for 2009 as a result of the increased development of our
unconventional liquids-rich plays. We are projecting that the portion of drilling and completion capital
expenditures allocated to liquids development will reach 50% in 2011 and 75% in 2012, and we expect to
increase our oil and natural gas liquids production through our drilling activities to more than 150,000 bbls per
day, or 20%-25% of total production, by year-end 2012.

This shift to a greater emphasis on liquids production is a continuation of our general business strategy
outlined in Item 1. Business. Our goal is to create value for investors by focusing on developing unconventional
resource plays onshore in the U.S. We do so by:

» Growing through the drillbit — We are the most active driller in the U.S., have our own fleet of 105
drilling rigs and are currently using 157 operated rigs. Our integrated marketing, gathering,
compression and trucking services operations support our drilling activities so that we are able to
manage the development of our leasehold efficiently and strategically.

» Controlling substantial land and drilling location inventories and building regional scale — We have
been first movers in capturing both natural gas and liquids-rich unconventional leasehold and
resources. During 2010, we invested heavily in a large number of highly competitive liquids-rich
unconventional plays in order to accelerate our transition to increased liquids production. We now
have achieved many of our leasehold acquisition goals and are becoming a significant seller of
leasehold through new industry participation agreements and the pending sale of our Fayetteville
Shale assets.

» Developing proprietary technological advantages — We support the scale of our operations with what
we believe is the nation’s largest inventory of 3-D seismic information and our state-of-the-art
Reservoir Technology Center, or RTC. The RTC provides us a substantial competitive advantage,
enabling us among other things to more quickly, accurately and confidentially analyze core data from
wells drilled through unconventional formations on a proprietary basis and then identify new plays and
leasing opportunities ahead of our competition and reduce the likelihood of investing in plays that
ultimately are not commercial. Our 3-D seismic data permits us to image reservoirs of natural gas and
oil that might otherwise remain undiscovered and to drill our horizontal wells more accurately inside
the targeted formation.

» Focusing on low costs — We minimize lease operating costs and general and administrative expenses
through focused activities, vertical integration and increasing scale. As of December 31, 2010, our
operated wells accounted for approximately 80% of our daily production volume, providing us with a
high degree of operational flexibility and cost control.

» Mitigating natural gas and oil price risk — We actively seek to manage our exposure to adverse market
prices for natural gas and oil through our hedging program. Hedging allows us to predict with greater
certainty the effective prices we will receive for our hedged natural gas and oil production. Our realized
cash hedging gains for 2010 were $2.056 billion and since January 1, 2001 have been $6.478 billion.

» Using industry participation agreements — Through industry participation property sales, we have
recouped substantially all of our lease acquisition costs in six of our significant unconventional
operating areas, and we hold leasehold in new plays which we believe will be best developed through
future industry participation agreements. In addition, drilling cost carries allow us to accelerate the
development of new plays at a reduced cost to us. We pioneered the industry participation model of
unconventional natural gas and oil development, and many other E&P companies have followed with
their own industry participation agreements in the past two years.

Our strategic and financial plan for 2011-2012, announced on January 6, 2011 as our “25/25 Plan”, calls
for a 25% reduction in our outstanding long-term debt while growing net natural gas and oil production by 25%
by the end of 2012. We expect to achieve the reduction in debt through asset monetizations. Among the
several benefits of lower debt are lower borrowing costs, and we believe improved credit metrics will lead to a
more favorable debt rating by the major ratings agencies.
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Our goal of a 25% reduction in debt by year-end 2012 is part of our liability management plan begun in
2010. During 2010, we issued in private placements 2.6 million shares of two series of our 5.75% Cumulative
Non-Voting Convertible Preferred Stock resulting in net proceeds to us of approximately $2.562 billion. We
used the net proceeds of these preferred stock offerings to redeem in whole $1.934 billion in principal amount
of four series of our outstanding senior notes. Additionally, through tender offers followed by redemptions, we
purchased $1.5 billion aggregate principal amount of three additional series of senior notes. We funded the
purchase of the notes tendered and redeemed with proceeds from a $2.0 billion public offering of two series of
senior notes. We retired all series of our outstanding senior notes that were issued under our more restrictive
indentures. Excess funds from our offerings were used to repay borrowings outstanding under our corporate
revolving bank credit facility.

During 2011, we plan to take steps to extend the maturity profile of our outstanding indebtedness at
advantageous rates. On February 11, 2011, the company issued $1.0 billion principal amount of 6.125% Senior
Notes due 2021 in a registered public offering. We applied the net proceeds of $977 million from the offering to
our revolving bank credit facility balance and plan to use proceeds from asset sales to retire at least $2.0 - $3.0
billion of our shorter-dated senior notes and also to reduce borrowings under our revolving bank credit facility.

Asset monetizations were also key elements of our strategic and financial plan in 2010 and early 2011, as
described below.

Industry Participation Agreements

In 2010, Chesapeake completed its fourth and fifth significant industry participation agreements in
unconventional natural gas and oil plays. In January 2010, Total E&P USA, Inc., a wholly owned subsidiary of
Total S.A. (Total), purchased a 25% undivided interest in 270,000 net acres of our Barnett Shale leasehold,
along with 840 bcfe of estimated proved reserves, for approximately $800 million in cash (plus $78 million of
drilling and completion carries due from the effective date of the transaction to the closing date). Total agreed
to fund 60% of our share of future drilling and completion expenditures in the Barnett Shale until it has paid a
total of $1.45 billion in drilling and completion carries, which we expect to occur by year-end 2013. In
November 2010, a wholly owned subsidiary of CNOOC Limited (CNOOC) purchased a 33.3% undivided
interest in 600,000 net acres of our Eagle Ford Shale leasehold, along with 18.2 bcfe of estimated proved
reserves, for approximately $1.12 billion in cash. In addition, CNOOC agreed to fund 75% of our share of
drilling and completion costs in the Eagle Ford Shale until an additional $1.08 billion has been paid, which we
expect to occur by year-end 2012. All proceeds from these transactions are reflected as a reduction of natural
gas and oil properties with no gain or loss recognized. Both Total and CNOOC have the right to participate
proportionately with us in any additional leasehold we acquire in the Barnett Shale and the Eagle Ford Shale,
respectively, at cost plus a fee.

The following table provides information about our remaining industry participation agreement drilling and
completion carries as of December 31, 2010:

Shale Industry Participation Carries
Play Agreement Partner Date Remaining
($ in millions)
Marcellus Statoil November 2008 $ 1,362
Barnett Total January 2010 889
Eagle Ford CNOOC November 2010 1,030
$ 3,281

On February 16, 2011, we entered into an industry participation agreement with a wholly owned U.S.
subsidiary of CNOOC Limited (CNOOC) to develop our Niobrara Shale play in the DJ and Powder River Basins
in northeast Colorado and southeast Wyoming. Under the terms of the industry participation agreement,
CNOOC acquired a 33.3% undivided interest in approximately 800,000 net acres of our leasehold. We
received $570 million in cash at closing, and CNOOC has agreed to fund 66.7% of our share of drilling and
completion costs until an additional $697 million has been paid, which we expect to occur by year-end 2014. In
addition, CNOOC has the right to a 33.3% participation in any additional leasehold we acquire in the area at
cost plus a fee.
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The drilling and completion carries in our industry participation agreements create a significant cost
advantage that allows us to continue to lower finding costs. During 2010 and 2009, our drilling and completion
costs included the benefit of approximately $1.151 billion and $1.154 billion, respectively, of drilling and
completion carries. Our drilling and completion costs for 2011 through 2014 will continue to be partially offset
by the use of our remaining drilling and completion carries associated with our industry participation
agreements.

Volumetric Production Payments

We completed three volumetric production payments (VPPs) in 2010, bringing the total of such
transactions to eight. The company’s sixth VPP was completed in February 2010 for proceeds of approximately
$180 million, or $3.95 per mcfe. In June 2010, we completed our seventh VPP for proceeds of approximately
$335 million, or $8.73 per mcfe. In September 2010, we completed our eighth VPP for proceeds of
approximately $1.15 billion, or $2.93 per mcfe. The cash proceeds from these transactions are reflected as a
reduction of natural gas and oil properties with no gain or loss recognized.

Other Asset Sales

In 2010, we sold non-core proved and unproved properties for proceeds of approximately $355 million.
During 2010, as part of our industry participation agreements with Total, Statoil and PXP, we sold interests in
additional leasehold in the Barnett, Marcellus and Haynesville Shale plays for proceeds of approximately $440
million that had an estimated original cost to us of $220 million. The cash proceeds from these transactions are
reflected as a reduction of natural gas and oil properties with no gain or loss recognized.

Chesapeake Midstream Partners, L.P. IPO and Asset Sale

On August 3, 2010, Chesapeake Midstream Partners, L.P. (NYSE: CHKM), which we and GIP formed to
own, operate, develop and acquire midstream assets, completed an initial public offering of common units
representing limited partner interests and received net proceeds of approximately $475 million. In connection
with the closing of the offering and pursuant to the terms of our contribution agreement with GIP, CHKM
distributed to GIP the approximate $62 million of net proceeds from the exercise of the offering over-allotment
option, and Chesapeake and GIP contributed the interests of their midstream joint venture operating subsidiary
to CHKM. Chesapeake and GIP hold 42.3% and 40.0%, respectively, of all outstanding limited partner
interests, and Chesapeake and GIP each have a 50% interest in the general partner of CHKM. CHKM makes
quarterly distributions to its partners, and at the current annual rate of $1.35 per unit, Chesapeake receives
quarterly distributions of approximately $20 million in respect of its limited partner and general partner interests.
In 2010, we received cash distributions of $88 million from CHKM and its predecessor joint venture.

We account for our investment in CHKM under the equity method. During 2010, we recorded positive
equity method adjustments of $89 million for our share of CHKM’s income and recorded accretion adjustments
of $14 million for our share of equity in excess of cost. As a result of CHKM'’s initial public offering, we
recognized a $90 million gain on our investment, which represented our proportionate share of the excess of
offering proceeds over the carrying value of our investment in CHKM and is reported in earnings (losses) from
equity investees on our consolidated statements of operations.

On December 21, 2010, we sold our Springridge natural gas gathering system and related facilities in the
Haynesville Shale to CHKM for $500 million and entered into ten-year gathering and compression agreements
with CHKM. Additional information on the transaction is included in Item 1 under Marketing, Gathering and
Compression - Midstream Gathering Operations.

Pending and Planned Asset Sales

Fayetteville Shale. On February 21, 2011, we entered into a purchase and sale agreement with a wholly
owned subsidiary of BHP Billiton to sell all of our Fayetteville Shale assets, including approximately 487,000
net acres of leasehold and producing natural gas properties and midstream assets with approximately 420
miles of pipeline, for $4.75 billion in cash before certain deductions and standard closing adjustments. In the
Fayetteville Shale, our current net production is approximately 415 mmcfe per day. Estimated proved reserves
attributable to the Fayetteville Shale as of December 31, 2010 were 2.4 tcfe, or approximately 14% of our total
proved reserves. As part of the transaction, we have agreed to provide essential services for up to one year for
BHP Billiton’s Fayetteville Shale properties for an agreed-upon fee. Closing of the transaction is subject to
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customary conditions, including filings under the Hart-Scott-Rodino Antitrust Improvements Act of 1976 and
with the Committee on Foreign Investment in the United States. Closing is expected to occur in the first half of
2011.

Frac Tech Holdings, LLC and Chaparral Energy, Inc. Asset Sales. We plan to sell our 25.8% equity
interest in Frac Tech Holdings, LLC and our 20% equity interest in Chaparral Energy, Inc. Each of the
foregoing proposed transactions is subject to changes in market conditions and other factors, and there can be
no assurance that we will complete any or all of these transactions on a timely basis or at all.

Other. During 2011, the company expects to enter into additional asset monetizations, including industry
participation agreements in liquids-rich plays, new VPPs, certain midstream assets sales and various other
smaller planned sales.

Capital Expenditures

Our exploration, development and acquisition activities require us to make substantial capital
expenditures. Our current budgeted drilling and completion capital expenditures, net of drilling and completion
carries, are $5.0 - $5.4 billion in 2011 and $5.4 - $5.8 billion in 2012. We anticipate funding all or substantially
all budgeted drilling and completion capital expenditures using cash flow from operations in 2011 and 2012.
We plan to fund our leasehold acquisition capital expenditures, together with other capital expenditure
requirements, with a combination of revolving bank credit facility borrowings and proceeds from asset
monetizations. As of December 31, 2010, we had made commitments to acquire additional proved and
unproved properties in various transactions during the next twelve months for approximately $350 million.

Liquidity and Capital Resources
Sources and Uses of Funds

Cash flow from operations is a significant source of liquidity we use to fund capital expenditures, pay
dividends and repay debt. Cash provided by operating activities was $5.117 billion in 2010, compared to
$4.356 billion in 2009 and $5.357 billion in 2008. Changes in cash flow from operations are largely due to the
same factors that affect our net income, excluding various non-cash items such as impairments of assets,
depreciation, depletion and amortization, deferred income taxes and changes in our derivative instruments.
See the discussion below under Results of Operations.

Changes in market prices for natural gas and oil directly impact the level of our cash flow from operations.
To mitigate the risk of declines in natural gas and oil prices and to provide more predictable future cash flow
from operations, we have entered into various derivative instruments. Assuming future NYMEX natural gas
settlement prices average $4.50 per mcf for 2011 and including the effect of the company’s open derivatives as
of February 22, 2011, closed contracts and previously collected call premiums, the company estimates its
average natural gas price will be $5.98 per mcf for 2011. This estimate does not include the effect of basis
differentials and gathering costs. Our natural gas and oil derivatives as of December 31, 2010 are detailed in
Item 7A of this report. Depending on changes in natural gas and oil futures markets and management'’s view of
underlying natural gas and oil supply and demand trends, we may increase or decrease our current hedging
positions.

Our $4.0 billion corporate revolving bank credit facility, our $300 million midstream revolving bank credit
facility and cash and cash equivalents are other sources of liquidity. We use the credit facilities and cash on
hand to fund daily operating activities and capital expenditures as needed. We borrowed $15.117 billion and
repaid $13.303 billion in 2010, we borrowed $7.761 billion and repaid $9.758 billion in 2009, and we borrowed
$13.291 billion and repaid $11.307 billion in 2008 from our revolving bank credit facilities. Our corporate facility
is secured by natural gas and oil proved reserves. A significant portion of our natural gas and oil reserves are
currently unencumbered and therefore available to be pledged as additional collateral if needed to respond to
borrowing base and collateral redeterminations our lenders might make in the future. Accordingly, we believe
our borrowing capacity under this facility will not be reduced as a result of any such future redeterminations.
Our midstream facility is secured by substantially all of our wholly owned midstream assets and is not subject
to periodic borrowing base redeterminations. Our revolving bank credit facilities are described below under
Bank Credit Facilities.

41



The following table reflects the proceeds from sales of securities we issued in 2010, 2009 and 2008 ($ in
millions):

2010 2009 2008
Total Net Total Net Total Net

Proceeds Proceeds Proceeds Proceeds Proceeds Proceeds

Convertible preferred stock ....... $ 2600 $ 2562 $ — $ — — $ —

Seniornotes . . ....... ... 2,000 1,967 1,425 1,346 800 787
Contingent convertible senior

notes . . ... — — — — 1,380 1,349

Commonstock . ................. — — — — 2,698 2,598

Total ........ ... . . . ... $ 4600 $ 4529 $ 1425 $ 1346 $ 4,878 $ 4,734

The following table reflects proceeds we received from our significant natural gas and oil asset
monetizations in 2010, 2009 and 2008 ($ in millions):

2010 2009 2008
Natural gas and oil property monetizations:

CNOOC (Eagle Ford) industry participation agreement® . ............. $ 1170 $ — 3 —
TOT (Barnett) industry participation agreement® . ................... 1,361 — —
STO (Marcellus) industry participation agreement© .................. 601 162 1,250
PXP (Haynesville) industry participation agreement .. ............... — 1,490 1,722
BP (Fayetteville) industry participation agreement® .. ................ — 601 1,299
BP (Mid-Continent) divestiture .. ........ ... ... ... ... .. .. .. ... — — 1,688
Volumetric production payments . ..... ... ... . .. ... . i 1,622 408 1,579
Other divestitures . ... ... .. . 750 418 403

Total .. $ 5504 $ 3,079 $ 7,941

(a) 2010 included $50 million of drilling carries. As of December 31, 2010, $1.030 billion of drilling carry
obligations remained outstanding.

(b) 2010 included $561 million of drilling carries. As of December 31, 2010, $889 million of drilling carry
obligations remained outstanding.

(c) 2010 and 2009 proceeds were in the form of drilling carries. As of December 31, 2010, $1.362 billion of
drilling carry obligations remained outstanding.

(d) 2009 and 2008 included $390 million and $72 million of drilling carries, respectively. 2009 also included a
$1.1 billion acceleration of future drilling carries.

(e) 2009 and 2008 included $601 million and $199 million of drilling carries, respectively.

In December 2010, our wholly owned midstream subsidiary, Chesapeake Midstream Development, L.P.,
sold its Springridge natural gas gathering system and related facilities in the Haynesville Shale to CHKM for
$500 million.

In September 2009, we received $588 million from the sale of a noncontrolling interest in our midstream
joint venture agreement with GIP.

In June 2009, we received net proceeds of $54 million from the mortgage financing of our regional Barnett
Shale headquarters building in Fort Worth, Texas. The interest-only loan has a five-year term at a floating rate
of prime plus 275 basis points. At our option, we may prepay the loan in full without penalty beginning in year
four.

In April 2009, we financed 113 real estate surface assets in the Barnett Shale area in and around Fort
Worth, Texas for net proceeds of approximately $145 million and entered into a master lease agreement under
which we agreed to lease the assets for 40 years for approximately $15 million to $27 million annually. This
lease transaction was recorded as a financing lease.

In 2010, 2009 and 2008, we received $621 million and $109 million, and paid $167 million, respectively, for
settlements of derivatives which were classified as cash flows from financing activities.
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In 2010, we received cash distributions of $88 million from CHKM and its predecessor. In addition, we
received cash distributions of $58 million from our equity investee, Frac Tech Holdings, LLC. These cash
distributions were accounted for as a return on investment and reflected as cash flows from operating activities.

Our primary use of funds is for capital expenditures related to exploration, development and acquisition of
natural gas and oil properties. We refer you to the table under Investing Activities below, which sets forth the
components of our natural gas and oil investing activities and our other investing activities for 2010, 2009 and
2008. We retain a significant degree of control over the timing of our capital expenditures which permits us to
defer or accelerate certain capital expenditures if necessary to address any potential liquidity issues. In
addition, changes in drilling and field operating costs, drilling results that alter planned development schedules,
acquisitions or other factors could cause us to revise our drilling program, which is largely discretionary.

On June 21, 2010, we redeemed in whole for an aggregate redemption price of approximately $1.366
billion, plus accrued interest, approximately $364 million in principal amount of our outstanding 7.50% Senior
Notes due 2013, $300 million in principal amount of our 7.50% Senior Notes due 2014 and approximately $670
million in principal amount of our 6.875% Senior Notes due 2016. Associated with these redemptions, we
recognized a loss of $69 million in 2010.

On July 22, 2010, we redeemed in whole for a redemption price of approximately $619 million, plus
accrued interest, $600 million in principal amount of our 6.375% Senior Notes due 2015. Associated with the
redemption, we recognized a loss of $19 million in 2010.

On August 30, 2010, we completed tender offers to purchase for cash $245 million of 7.00% Senior Notes
due 2014, $567 million of 6.625% Senior Notes due 2016 and $582 million of 6.25% Senior Notes due 2018.
On September 16, 2010, we redeemed the remaining $55 million of 7.00% Senior Notes due 2014, $33 million
of 6.625% Senior Notes due 2016 and $18 million of 6.25% Senior Notes due 2018 based on the redemption
provisions in the indentures. Associated with the August 2010 tender offers and redemptions, we recognized a
loss of $40 million in 2010.

We paid dividends on our common stock of $189 million, $181 million and $148 million in 2010, 2009 and
2008, respectively. The Board of Directors increased the quarterly dividend of common stock from $0.0675 to
$0.075 per share beginning with the dividend paid in July 2008. We paid dividends on our preferred stock of
$92 million, $23 million and $35 million in 2010, 2009 and 2008, respectively. The increase in 2010 was due to
the issuance of 2.6 million shares of preferred stock and the decrease from 2008 to 2009 was a result of
conversions and exchanges of preferred stock into common stock during 2008 and 2009.

Credit Risk

Derivative instruments that enable us to hedge a portion of our exposure to natural gas and oil prices and
interest rate volatility expose us to credit risk from our counterparties. To mitigate this risk, we enter into
derivative contracts only with investment-grade rated counterparties deemed by management to be competent
and competitive market makers, and we attempt to limit our exposure to non-performance by any single
counterparty. During the more than 15 years we have engaged in hedging activities, we have experienced a
counterparty default only once (Lehman Brothers in September 2008), and the total loss recorded in that
instance was immaterial. On December 31, 2010, our commodity and interest rate derivative instruments were
spread among 14 counterparties. Our multi-counterparty secured hedging facility includes 12 of our
counterparties which are required to secure their natural gas and oil hedging obligations in excess of defined
thresholds. We use this facility for all of our commodity hedging.

Our accounts receivable are primarily from purchasers of natural gas and oil ($821 million at
December 31, 2010) and exploration and production companies which own interests in properties we operate
($977 million at December 31, 2010). This industry concentration has the potential to impact our overall
exposure to credit risk, either positively or negatively, in that our customers and joint working interest owners
may be similarly affected by changes in economic, industry or other conditions. We generally require letters of
credit or parent guarantees for receivables from parties which are judged to have sub-standard credit, unless
the credit risk can otherwise be mitigated. During 2010 and 2008, we recognized nominal amounts of bad debt
expense related to potentially uncollectible receivables. During 2009, we recognized $13 million of bad debt
expense related to potentially uncollectible receivables.
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Investing Activities

Cash used in investing activities was $8.503 billion in 2010, compared to $5.462 billion in 2009 and $9.965
billion in 2008. The majority of the increase in investing activities in 2010 was the result of our increased
acquisition of unproved properties, primarily in liquids-rich areas, and exploration and development activities.
Our investing activities in 2008 reflected our increasing focus on acquiring unproved properties in developing
natural gas shale plays, converting our resource inventory into production, redeploying our capital by selling
natural gas and oil properties with lower rates of return and increasing our investment in properties with higher
return potential. Investing activities in 2009 were at a reduced rate in response to a low natural gas price
environment, lower demand and the benefit of our drilling cost carries. Natural gas and oil investing activities
increased in 2010 as we pursued our strategy to acquire and develop liquids-rich properties. In each of 2010,
2009 and 2008, we also invested in drilling rigs, gathering systems, compressors, and other property and
equipment to support our natural gas and oil exploration, development and production activities. The following
table details our cash used in (provided by) investing activities during 2010, 2009 and 2008 ($ in millions):

2010 2009 2008

Natural Gas and Oil Investing Activities:
Acquisitions of natural gas and oil proved properties ................... $ 243 $ 5 % 372
Acquisition of natural gas and oil unproved properties .................. 6,015 1,666 7,660
Exploration and development of natural gas and oil properties ........... 5,061 3,410 5,789
Geological and geophysical costs@ .. ........ ... ... .. .. .. ... . .. 181 162 315
Interest capitalized on unproved properties ................ ... . ... .... 687 598 561
Deposits for acquisitions of proved and unproved properties ............. 43 — 12
Proceeds from divestitures of proved and unproved properties ........... (4,292) (1,926) (7,670)

Total natural gas and oil investing activities ......................... 7,938 3,915 7,039
Other Investing Activities:
Additions to other property and equipment .. ...... ... ... oL 1,326 1,683 3,073
Additions to investments . ....... ... 134 40 74
Proceeds from sales of otherassets . ......... ... ... .. ... ... .. .. .. (883) (176) (219)
O her . (12) — (2)

Total other investing activities . ............ ... ... ... ... .. ... ... ... 565 1,547 2,926

Total cash used in investing activities .......................... $ 8503 $ 5462 $ 9,965

(a) Including related capitalized interest.
Bank Credit Facilities

We utilize two revolving bank credit facilities, described below, as sources of liquidity.

Corporate Midstream
Credit Facility( Credit Facility®)
($ in millions)

Borrowing capacity .......... ... .. . L. $ 4,000 $ 300
Maturitydate ...... ... .. . December 2015 July 2015
Facility structure . ....... ... .. .. .. . Senior secured revolving Senior secured revolving
Amount outstanding as of December 31,2010 ......... $ 3,612 $ 94
Letters of credit outstanding as of December 31, 2010 .. $ 13 $ —

(a) Borrower is Chesapeake Exploration, L.L.C.

(b) Borrower is Chesapeake Midstream Operating, L.L.C., a wholly owned subsidiary of Chesapeake
Midstream Development, L.P.

Our credit facilities do not contain material adverse change or adequate assurance covenants. Although
the applicable interest rates under our corporate credit facility fluctuate slightly based on our long-term senior
unsecured credit ratings, neither of our credit facilities contains provisions which would trigger an acceleration
of amounts due under the facilities or a requirement to post additional collateral in the event of a downgrade of
our credit ratings.
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Corporate Credit Facility. Our $4.0 billion syndicated revolving bank credit facility is used for general
corporate purposes. Borrowings under the facility are secured by natural gas and oil proved reserves and bear
interest at our option at either (i) the greater of the reference rate of Union Bank, N.A., or the federal funds
effective rate plus 0.50%, both of which are subject to a margin that varies from 0.50% to 1.25% per annum
according to our senior unsecured long-term debt ratings, or (ii) the Eurodollar rate, which is based on the
London Interbank Offered Rate (LIBOR), plus a margin that varies from 1.50% to 2.25% per annum according
to our senior unsecured long-term debt ratings. The collateral value and borrowing base are redetermined
periodically. The unused portion of the facility is subject to a commitment fee of 0.50% per annum. Interest is
payable quarterly or, if LIBOR applies, it may be payable at more frequent intervals.

The credit facility agreement contains various covenants and restrictive provisions which limit our ability to
incur additional indebtedness, make investments or loans and create liens and require us to maintain an
indebtedness to total capitalization ratio and an indebtedness to EBITDA ratio, in each case as defined in the
agreement. We were in compliance with all covenants under the agreement at December 31, 2010. If we
should fail to perform our obligations under these and other covenants, the revolving credit commitment could
be terminated and any outstanding borrowings under the facility could be declared immediately due and
payable. Such acceleration, if involving a principal amount of $50 million or more, would constitute an event of
default under our senior note indentures, which could in turn result in the acceleration of a significant portion of
our senior note indebtedness. The credit facility agreement also has cross default provisions that apply to other
indebtedness of Chesapeake and its restricted subsidiaries with an outstanding principal amount in excess of
$125 million.

The facility is fully and unconditionally guaranteed, on a joint and several basis, by Chesapeake and
certain of our wholly owned subsidiaries.

Midstream Credit Facility. Our $300 million midstream syndicated revolving bank credit facility is used to
fund capital expenditures to build natural gas gathering and other systems for our drilling program and for
general corporate purposes associated with our midstream operations. Borrowings under the midstream credit
facility are secured by all of the assets of the wholly owned subsidiaries (the restricted subsidiaries) of
Chesapeake Midstream Development, L.P. (CMD), itself a wholly owned subsidiary of Chesapeake, and bear
interest at our option at either (i) the greater of the reference rate of Wells Fargo Bank, National Association,
the federal funds effective rate plus 0.50%, and the one-month LIBOR plus 1.00%, all of which are subject to a
margin that varies from 1.75% to 2.25% per annum according to the most recent leverage ratio described
below or (ii) the Eurodollar rate, which is based on the LIBOR plus a margin that varies from 2.75% to
3.25% per annum according to the most recent leverage ratio. The unused portion of the facility is subject to a
commitment fee of 0.50% per annum. Interest is payable quarterly or, if LIBOR applies, it may be payable at
more frequent intervals.

The midstream credit facility agreement contains various covenants and restrictive provisions which limit
the ability of CMD and its restricted subsidiaries to incur additional indebtedness, make investments or loans
and create liens. The agreement requires maintenance of a leverage ratio based on the ratio of indebtedness
to EBITDA and an interest coverage ratio based on the ratio of EBITDA to interest expense, in each case as
defined in the agreement. The leverage ratio increases during any three-quarter period, beginning in the
quarter in which CMD makes a material disposition of assets to our master limited partnership midstream
affiliate, Chesapeake Midstream Partners, L.P. As of December 21, 2010, the leverage ratio increased for a
three-fiscal-quarter period beginning October 1, 2010 due to the sale of the Springridge gathering system as it
was classified as a material disposition of assets. We were in compliance with all covenants under the
agreement at December 31, 2010. If CMD or its restricted subsidiaries should fail to perform their obligations
under these and other covenants, the revolving credit commitment could be terminated and any outstanding
borrowings under the facility could be declared immediately due and payable. The midstream credit facility
agreement also has cross default provisions that apply to other indebtedness of CMD and its restricted
subsidiaries may have with an outstanding principal amount in excess of $15 million.

Hedging Facility

We have a multi-counterparty hedge facility with 12 counterparties that have committed to provide
approximately 5.6 tcfe of hedging capacity and an aggregate mark-to-market capacity of $15.0 billion under the
terms of the facility. In February 2011, we amended the agreement for the hedge facility primarily to allow us to
protect our natural gas liquids production from price volatility and to allow for greater flexibility when hedging
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our anticipated production. As of December 31, 2010, we had hedged a total of 2.9 tcfe of our future production
under the facility. The multi-counterparty facility allows us to enter into cash-settled natural gas, oil and natural
gas liquids price and basis derivatives with the counterparties. Our obligations under the multi-counterparty
facility are secured by proved reserves, the value of which must cover the fair value of the transactions
outstanding under the facility by at least 1.65 times, and guarantees by our subsidiaries that also guarantee our
corporate revolving bank credit facility and indentures. The counterparties’ obligations under the facility must be
secured by cash or short-term U.S. Treasury instruments to the extent that any mark-to-market amounts they
owe to Chesapeake exceed defined thresholds. The maximum volume-based hedging capacity under the
facility is governed by the expected production of the pledged reserve collateral, and volume-based hedging
limits are applied separately to price and basis hedges. In addition, there are volume-based sub-limits for
natural gas and oil hedges. Chesapeake has significant flexibility with regard to releases and/or substitutions of
pledged reserves, provided that certain collateral coverage and other requirements are met. The facility does
not have a maturity date. Counterparties to the agreement have the right to cease entering into hedges with the
company on a prospective basis as long as obligations associated with any existing transactions in the facility
continue to be satisfied in accordance with the terms of the agreement.

Senior Note Obligations
In addition to outstanding borrowings under our revolving bank credit facilities discussed above, as of

December 31, 2010, senior notes represented approximately $8.9 billion of our total debt and consisted of the
following ($ in millions):

7.625% seniornotes due 2013 . . ... $ 500
9.5% senior notes due 2015 . . ... . 1,425
6.25% euro-denominated senior notes due 2017@ . . ... .. ... .. 796
6.5% senior notes due 2017 . ... ... 1,100
6.875% senior notes due 2018 . . . ... .. 600
7.25% senior notes due 2018 . ... ... 800
6.625% senior notes due 2020 . . ... ... 1,400
6.875% senior notes due 2020 . . . ... ... 500
2.75% contingent convertible senior notes due 2035®) . ... ... ... oL 451
2.5% contingent convertible senior notes due 2037®) . .. ... ... ... .. 1,378
2.25% contingent convertible senior notes due 2038®) . .. ... .. ... . oL 752
Discount on senior NOtES(O) . . . ... (777)
Interest rate derivatives(@) . .. ... . . 9
$ 8,934

(a) The principal amount shown is based on the dollar/euro exchange rate of $1.3269 to €1.00 as of
December 31, 2010. See Note 9 of our consolidated financial statements included in Item 8 of this report
for information on our related foreign currency derivatives.

(b) The holders of our contingent convertible senior notes may require us to repurchase, in cash, all or a
portion of their notes at 100% of the principal amount of the notes on any of four dates that are five, ten,
fifteen and twenty years before the maturity date. The notes are convertible, at the holder’s option, prior to
maturity under certain circumstances into cash and, if applicable, shares of our common stock using a net
share settlement process. One such triggering circumstance is when the price of our common stock
exceeds a threshold amount during a specified period in a fiscal quarter. Convertibility based on common
stock price is measured quarter by quarter. In the fourth quarter of 2010, the price of our common stock
was below the threshold level for each series of the contingent convertible senior notes during the
specified period and, as a result, the holders do not have the option to convert their notes into cash and
common stock in the first quarter of 2011 under this provision. The notes are also convertible, at the
holder’s option, during specified five-day periods if the trading price of the notes is below certain levels
determined by reference to the trading price of our common stock. In general, upon conversion of a
contingent convertible senior note, the holder will receive cash equal to the principal amount of the note
and common stock for the note’s conversion value in excess of such principal amount. We will pay
contingent interest on the convertible senior notes after they have been outstanding at least ten years,
under certain conditions. We may redeem the convertible senior notes once they have been outstanding
for ten years at a redemption price of 100% of the principal amount of the notes, payable in cash. The
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optional repurchase dates, the common stock price conversion threshold amounts and the ending date of
the first six-month period contingent interest may be payable for the contingent convertible senior notes
are as follows:

Contingent Common Stock Contingent Interest
Convertible Price Conversion First Payable
Senior Notes Repurchase Dates Thresholds (if applicable)
2.75% due 2035 November 15, 2015, 2020, 2025, 2030 $ 48.62 May 14, 2016
2.5% due 2037 May 15, 2017, 2022, 2027, 2032 $ 64.26 November 14, 2017

2.25% due 2038 December 15, 2018, 2023, 2028, 2033 § 107.36 June 14, 2019

(c) Included in this discount is $711 million at December 31, 2010 associated with the equity component of
our contingent convertible senior notes. This discount is amortized based on an effective yield method.

(d) See Note 9 of our consolidated financial statements included in Item 8 of this report for discussion related
to these instruments.

Our senior notes are unsecured senior obligations of Chesapeake and rank equally in right of payment
with all of our other existing and future senior indebtedness and rank senior in right of payment to all of our
future subordinated indebtedness. Our senior note obligations are guaranteed by certain of our wholly owned
subsidiaries, excluding CMD and its subsidiaries. See Note 17 of the consolidated financial statements
included in Item 8 of this report for condensed consolidating financial information regarding our guarantor and
non-guarantor subsidiaries. We may redeem the senior notes, other than the contingent convertible senior
notes, at any time at specified make-whole or redemption prices. Our senior notes are governed by indentures
containing covenants that may limit our ability and our subsidiaries’ ability to incur certain secured
indebtedness; enter into sale/leaseback transactions; and consolidate, merge or transfer assets.

Conversions and Exchanges of Contingent Convertible Senior Notes and Preferred Stock

In 2010, 2009 and 2008, holders of certain of our contingent convertible senior notes exchanged their
notes for shares of common stock in privately negotiated exchanges as summarized below:

Number of Common
Principal Amount Shares

($ in millions) (in thousands)

Contingent Convertible
Year Senior Notes

2010 2.25% due 2038 $ 11 299
2009 2.25% due 2038 $ 364 10,210
2008 2.75% due 2035 $ 239 8,841
2.50% due 2037 272 8,417

2.25% due 2038 254 6,655

$ 765 23,913

In 2010, 2009 and 2008, shares of our cumulative convertible preferred stock were exchanged for or
converted into shares of common stock as summarized below:

Year of Cumulative Number Number Type
Exchange/ Convertible of of of
Conversion Preferred Stock Preferred Shares Common Shares Transaction

(in thousands)

2010 5.0% (series 2005) 5 21 Conversion
2009 6.25% 144 1,239 Conversion
4.125% 3 183 Conversion

1,422
2008 5.0% (series 2005B) 3,654 10,443 Exchange
4.5% 891 2,228 Exchange
4.125% —(@) 2 Conversion

12,673

(@) Nominal amount.
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Contractual Obligations

The table below summarizes our cash contractual obligations as of December 31, 2010 ($ in millions):

Payments Due By Period

Less Than 1-3 3-5 More Than
Total 1 Year Years Years 5 Years

Long-term debt:
Principal .......... ... $ 13,408 $ — $ 500 $ 5131 $ 7,777
Interest . ... ... .. 5,193 595 1,173 996 2,429
Financing lease obligations and other .. ....... 894 18 37 90 749
Operating lease obligations ................. 916 170 345 287 114
Asset retirement obligations@ ............... 301 — 61 7 233
Purchase obligations® .. ................... 5,054 930 874 797 2,453
Unrecognized tax benefits© . ................ 34 34 — — —
Standby letters of credit .................... 13 13 — — —
Total contractual cash obligations ........ $ 25813 $ 1,760 $ 2990 §$ 7,308 $ 13,755

(a) Asset retirement obligations represent estimated discounted costs for future dismantlement and
abandonment costs. These obligations are recorded as liabilities on our December 31, 2010 balance
sheet.

(b) See Note 4 of the notes to our consolidated financial statements in Item 8 of this report for a description of
transportation and drilling contract commitments.

(c) See Note 5 of the notes to our consolidated financial statements in Item 8 of this report for a description of
unrecognized tax benefits.

Chesapeake has commitments to purchase any natural gas and oil associated with certain volumetric
production payment transactions based on market prices at the time of production and the purchased gas will
be resold.

Under minimum volume throughput agreements, Chesapeake has agreed to move fixed volumes of
natural gas over certain time periods, usually multiple years, through certain midstream systems. At the end of
the term or annually, Chesapeake will be invoiced for any shortfalls in such volume commitments.

Hedging Activities
Natural Gas and Oil Hedging Activities

Our results of operations and cash flows are impacted by changes in market prices for natural gas and oil.
To mitigate a portion of the exposure to adverse market changes, we have entered into various derivative
instruments. Executive management is involved in all risk management activities and the Board of Directors
reviews the company’s hedging program at its quarterly Board meetings. We believe we have sufficient internal
controls to prevent unauthorized hedging. As of December 31, 2010, our natural gas and oil derivative
instruments were comprised of swaps, call options, put options, knockout swaps and basis protection swaps.
ltem 7A — Quantitative and Qualitative Disclosures About Market Risk contains a description of each of these
instruments. Although derivatives often fail to achieve 100% effectiveness for accounting purposes, we believe
our derivative instruments continue to be highly effective in achieving our risk management objectives.

Hedging allows us to predict with greater certainty the effective prices we will receive for our natural gas
and oil production. We closely monitor the fair value of our derivative contracts and may elect to settle a
contract prior to its scheduled maturity date in order to lock in a gain or loss. Commodity markets are volatile
and Chesapeake’s hedging activities are dynamic.

Mark-to-market positions under natural gas and oil derivative contracts fluctuate with commodity prices. As
described above under Hedging Facility, our secured multi-counterparty hedging facility allows us to minimize
the potential liquidity impact of significant mark-to-market fluctuations in the value of our natural gas and oil
derivatives by pledging natural gas and oil proved reserves.
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The estimated fair values of our natural gas and oil derivative contracts as of December 31, 2010 and
2009 are provided below.

December 31,
2010 2009
($ in millions)

Derivative assets (liabilities)@):

Fixed-price natural gas SWaps . . . ... ...ttt $ 1307 $ 662
Natural gas call options . . ... ... (701) (541)
Natural gas put options .. ... ... (59) (50)
Fixed-price natural gas knockout swaps .......... ... . . i — 17
Fixed-price natural gas collars . .. ... — 92
Natural gas basis protection swaps . . .. ... i (55) (50)
Fixed-price Oil SWaps . .. ... .. (31) 3
Oil call optioNs ) . . . (1,129) (144)
Fixed-price oil knockout swaps .. ... . 19 32
Estimated fairvalue . ......... ... . . $ (649 $ 21

(a) See ltem 7A. Quantitative and Qualitative Disclosures About Market Risk of this report for additional
information concerning derivative transactions.

(b) During 2010 and 2009, we sold natural gas and oil call options on a portion of our projected production
from 2011 to 2017 and received above-market fixed price natural gas swaps in 2010, 2011 and 2012.

Additional information concerning the changes in fair value of our natural gas and oil derivative contracts is
as follows:

2010 2009 2008
($ in millions)
Fair value of contracts outstanding, as of January 1 .................... $ 21 $ 1,305 $§ (369)
Changeinfairvalueofcontracts ............. ... ... ... ... ... ... ... 995 1,266 1,880
Fair value of new contracts whenenteredinto . ........................ (581) (21) (569)
Contracts realized or otherwise settled .. ............................. (1,691) (2,102) 9
Fair value of contracts whenclosed ................................. 607 (427) 354
Fair value of contracts outstanding, as of December 31 ................. $ (649) $ 21 $ 1,305

Our realized and unrealized gains and losses on natural gas and oil derivatives during 2010, 2009 and
2008 were as follows:

Years Ended December 31,

2010 2009 2008
($ in millions)

Naturalgas andoilsales ............ ... ... . ... $ 4248 $ 3,291 $ 7,069

Realized gains (losses) on natural gas and oil derivatives@ . ............. 2,056 2,346 (8)
Unrealized gains (losses) on non-qualifying natural gas and oil

derivatives®) . ... (634) (624) 887

Unrealized gains (losses) on ineffectiveness of cash flow hedges ......... (23) 36 (90)

Total naturalgas andoilsales .................. ... .. ........... $ 5647 $ 5049 $ 7,858

(a) Consists of settled trades related to the production periods being reported.

(b) Consists of both temporary fluctuations in the mark-to-market values of non-qualifying trades and settled
values of non-qualifying trades related to future production periods.

Changes in the fair value of natural gas and oil derivative instruments designated as cash flow hedges, to
the extent effective in offsetting cash flows attributable to the hedged commaodities, and locked-in gains and
losses of settled derivative contracts are recorded in accumulated other comprehensive income and are
transferred to earnings in the month of related production. These unrealized gains (losses), net of related tax
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effects, totaled ($156) million, $94 million and $386 million as of December 31, 2010, 2009 and 2008,
respectively. Based upon the market prices at December 31, 2010, we expect to transfer to earnings
approximately $15 million of net gain included in accumulated other comprehensive income during the next 12
months. A detailed explanation of accounting for natural gas and oil derivatives appears under Application of
Critical Accounting Policies — Hedging elsewhere in this ltem 7.

Interest Rate Derivatives

To mitigate our exposure to volatility in interest rates related to our senior notes and credit facilities, we
enter into interest rate derivatives.

For interest rate derivative contracts designated as fair value hedges, changes in fair values of the
derivatives are recorded on the consolidated balance sheets as assets or (liabilities), with corresponding
offsetting adjustments to the debt’s carrying value. Changes in the fair value of non-qualifying derivatives that
occur prior to their maturity (i.e., temporary fluctuations in value) are reported currently in the consolidated
statements of operations as interest expense and characterized as unrealized gains (losses).

Gains or losses from interest rate derivative contracts are reflected as adjustments to interest expense on
the consolidated statements of operations. The components of interest expense for the years ended
December 31, 2010, 2009 and 2008 are presented below.

Years Ended December 31,

2010 2009 2008
(% in millions)
Interest expense onseniornotes ............ ... ... $ 718 % 765 $ 637
Interest expense on credit facilities .. ........ ... ... . L. 61 60 117
Capitalized interest . .. ... .. (716) (633) (585)
Realized (gains) losses on interest rate derivatives ... .................. (14) (23) (6)
Unrealized (gains) losses on interest rate derivatives . .................. (66) (91) 85
Amortization of loan discountand other .. ...... ... ... ... ... ... ... ... 36 35 23
Total interest eXpense . ............. . $ 19 §$ 113 § 271

A detailed explanation of accounting for interest rate derivatives appears under Application of Critical
Accounting Policies — Hedging elsewhere in this Iltem 7.

Foreign Currency Derivatives

On December 6, 2006, we issued €600 million of 6.25% Euro-denominated Senior Notes due 2017.
Concurrent with the issuance of the Euro-denominated senior notes, we entered into a cross currency swap to
mitigate our exposure to fluctuations in the euro relative to the dollar over the term of the notes. A detailed
explanation of accounting for foreign currency derivatives appears under Application of Critical Accounting
Policies — Hedging elsewhere in this ltem 7.

Results of Operations

General. For the year ended December 31, 2010, Chesapeake had net income of $1.774 billion, or $2.51
per diluted common share, on total revenues of $9.366 billion. This compares to a net loss of $5.830 billion, or
$9.57 per diluted common share, on total revenues of $7.702 billion during the year ended December 31, 2009,
and net income of $604 million, or $0.93 per diluted common share, on total revenues of $11.629 billion during
the year ended December 31, 2008.

Natural Gas and Oil Sales. During 2010, natural gas and oil sales were $5.647 billion compared to $5.049
billion in 2009 and $7.858 billion in 2008. In 2010, Chesapeake produced and sold 1.035 tcfe of natural gas
and oil at a weighted average price of $6.09 per mcfe, compared to 905.5 bcfe in 2009 at a weighted average
price of $6.22 per mcfe, and 842.7 bcfe in 2008 at a weighted average price of $8.38 per mcfe (weighted
average prices for all years discussed exclude the effect of unrealized gains or (losses) on derivatives of ($657)
million, ($588) million and $797 million in 2010, 2009 and 2008, respectively). The decrease in prices in 2010
resulted in a decrease in revenue of $138 million and increased production resulted in a $807 million increase,
for a total increase in revenues of $669 million (excluding unrealized gains or losses on natural gas and oil
derivatives). The increase in production from period to period was primarily generated from the drillbit.
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For 2010, we realized an average price per mcf of natural gas of $5.57, compared to $5.93 in 2009 and
$8.09 in 2008 (weighted average prices for all years discussed exclude the effect of unrealized gains or losses
on derivatives). Included in the 2010 realized price of natural gas are gains related to swaps that had an above-
market fixed price on the origination date. We obtained these above-market swaps by selling out-year call
options on a portion of our projected natural gas and oil production. See ltem 7A for a complete listing of all of
our derivative instruments. Qil prices realized per barrel (excluding unrealized gains or losses on derivatives)
were $62.71, $58.38 and $70.48 in 2010, 2009 and 2008, respectively. Realized gains or losses from our
natural gas and oil derivatives resulted in a net increase in natural gas and oil revenues of $2.056 billion, or
$1.99 per mcfe, in 2010, a net increase of $2.346 billion, or $2.59 per mcfe, in 2009 and a net decrease of $8
million, or $0.01 per mcfe, in 2008.

A change in natural gas and oil prices has a significant impact on our natural gas and oil revenues and
cash flows. Assuming 2010 production levels, an increase or decrease of $0.10 per mcf of natural gas sold
would result in an increase or decrease in 2010 revenues and cash flows of approximately $92 million and $89
million, respectively, and an increase or decrease of $1.00 per barrel of oil sold would result in an increase or
decrease in 2010 revenues and cash flows of approximately $18 million and $17 million, respectively, without
considering the effect of hedging activities.

The following tables show our production and prices by region for 2010, 2009 and 2008:

2010
Natural Gas Qil@ Total

(bcf)  ($/mcf)® (mmbbl) ($/bbl)®) (bcfe) % ($/mcfe)®)

Mid-Continent ............... 233.2 4.09 13.8 56.60 315.9 31% 5.49

Haynesville/Bossier Shale . . . .. 239.2 3.58 — — 239.2 23 3.58

Barnett Shale ............... 170.3 2.13 0.8 29.60 175.1 17 2.20

Fayetteville Shale . ........... 136.8 3.15 — — 136.8 13 3.15
Permian and Delaware

Basins ................... 44.3 412 2.8 74.75 61.1 6 6.42

Marcellus Shale ............. 51.2 3.91 0.3 42.09 53.0 5 4.01

Eagle Ford Shale ............ 0.8 4.97 0.2 74.40 2.0 — 9.67

Rockies/Williston Basin ....... 0.6 3.17 0.1 7117 1.2 — 7.50

Other ...................... 48.5 3.68 0.4 69.69 50.9 5 4.08

Total® ................. 924.9 3.43 18.4 58.67 1,035.2 100% 4.10

2009
Natural Gas Oil() Total

(bcf)  ($/mcf)® (mmbbl) ($/bbl)®) (bcfe) % ($/mcfe)®)

Mid-Continent .. ............. 258.7 3.78 7.7 55.25 304.8 34% 4.60

Haynesville/Bossier Shale . .. .. 85.1 3.33 0.1 48.22 85.7 10 3.36

Barnett Shale ............... 237.8 2.1 0.1 69.85 238.4 25 212

Fayetteville Shale . ........... 90.7 3.03 — — 90.7 10 3.03
Permian and Delaware

Basins ................... 56.2 3.51 3.0 57.26 74.2 8 4.98

Marcellus Shale ............. 219 4.30 — — 219 2 4.30

Eagle Ford Shale ............ — — — — — — —

Rockies/Williston Basin ....... 0.6 1.46 — — 0.6 1 1.46

Other ...................... 83.8 3.64 0.9 53.41 89.2 10 3.95

Total® ................. 834.8 3.16 11.8 55.60 905.5 100% 3.63
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2008

Natural Gas Qil@ Total
(bcf)  ($/mcf)®  (mmbbl) ($/bbl)®) (bcfe) % ($/mcfe)®)
Mid-Continent ............... 315.5 7.92 6.9 94.12 357.0 42% 8.82
Haynesville/Bossier Shale . . . .. 30.4 8.35 0.2 95.12 31.6 4 8.64
Barnett Shale ............... 181.2 6.74 — — 181.2 21 6.74
Fayetteville Shale ............ 54.9 7.24 — — 54.9 7 7.24
Permian and Delaware
Basins ................... 62.2 7.84 2.7 97.66 78.4 9 9.59
Marcellus Shale ............. 1.0 9.42 — — 1.0 — 9.42
Eagle Ford Shale ............ — — — — — — —
Rockies/Williston Basin ... .... 1.0 5.40 0.1 90.22 1.6 1 7.81
Other ...................... 129.2 8.75 1.3 94.83 137.0 16 9.16

Total® . ................ 7754 7.74 11.2 95.04 842.7 100% 8.39

(a) Includes NGLs
(b) The average sales price excludes gains (losses) on derivatives.

(c) 2010 production reflects the sale of a 25% industry participation interest in the company’s Barnett Shale
assets in January 2010 and various other asset sales, including VPP 6, VPP 7 and VPP 8.

Our average daily production of 2.836 bcfe for 2010 consisted of 2.534 bcf of natural gas and 50,397 bbls
of oil. Our 2010 production of 1.035 tcfe was comprised of 924.9 bcf (89% on a natural gas equivalent basis)
and 18.4 mmbbls (11% on a natural gas equivalent basis). Our year-over-year growth rate of natural gas
production was 11% and our year-over-year growth rate of oil production was 56%. Our percentage of revenue
from oil in 2010 was 18% of realized natural gas and oil revenue compared to 12% in 2009.

Marketing, Gathering and Compression Sales and Operating Expenses. Marketing, gathering and
compression sales and operating expenses consist of third-party revenue and operating expenses related to
our midstream operations. Marketing, gathering and compression activities are performed by Chesapeake
substantially for owners in Chesapeake-operated wells. Chesapeake realized $3.479 billion in marketing,
gathering and compression sales in 2010, with corresponding marketing, gathering and compression expenses
of $3.352 billion, for a net margin before depreciation of $127 million. This compares to sales of $2.463 billion
and $3.598 billion, expenses of $2.316 billion and $3.505 billion, and margins before depreciation of $147
million and $93 million in 2009 and 2008, respectively. In 2010, Chesapeake realized an increase in marketing,
gathering and compression sales and operating expenses primarily due to an increase in third-party marketing,
gathering and compression volumes. This increase was offset by a decrease in revenues, expenses and
margin related to certain of our midstream assets that were contributed to our midstream joint venture on
September 30, 2009 and subsequently deconsolidated on January 1, 2010. In 2009, Chesapeake realized an
increase in marketing, gathering and compression net margin primarily due to an increase in third-party
marketing, gathering and compression volumes.

Service Operations Revenue and Operating Expenses. Service operations consist of third-party revenue
and operating expenses related to our drilling and oilfield trucking operations. Chesapeake recognized $240
million in service operations revenue in 2010 with corresponding service operations expenses of $208 million,
for a net margin before depreciation of $32 million. This compares to revenue of $190 million and $173 million,
expenses of $182 million and $143 million and a net margin before depreciation of $8 million and $30 million in
2009 and 2008, respectively. Service operations margins have increased as service rates increased throughout
2010. The economic slowdown toward the end of 2008 and throughout 2009 caused decreased service rates
and increased stacked rigs, resulting in much lower operating margins for 2009 when compared to 2010 and
2008.

Production Expenses. Production expenses, which include lifting costs and ad valorem taxes, were $893
million in 2010, compared to $876 million and $889 million in 2009 and 2008, respectively. On a
unit-of-production basis, production expenses were $0.86 per mcfe in 2010 compared to $0.97 and $1.05 per
mcfe in 2009 and 2008, respectively. The per unit expense decreases in 2010 and 2009 were primarily the
result of completing new high volume wells with lower per unit production costs.
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The following table shows our production expenses by region and our ad valorem tax expenses for 2010,
2009 and 2008 ($ in millions, except per unit):

2010 2009 2008
Production Production Production
Expenses $/mcfe Expenses $/mcfe Expenses $/mcfe
Mid-Continent .......... $ 309 098 $ 300 $ 098 § 362 1.01
Haynesville/Bossier
Shale ............... 65 0.27 33 0.39 37 1.33
Barnett Shale .......... 142 0.81 158 0.66 128 0.71
Fayetteville Shale . ...... 40 0.29 23 0.25 13 0.24
Permian and Delaware
Basins .............. 94 1.54 112 1.52 134 1.67
Marcellus Shale ........ 37 1.08 24 1.10 4 1.63
Eagle Ford Shale ....... 3 1.50 — — — —
Rockies/Williston Basin .. 2 1.67 2 — — —
Other ................. 136 1.76 144 1.61 137 1.00
828 0.80 796 0.88 815 0.96
Advaloremtax ......... 65 0.06 80 0.09 74 0.09
Total .............. $ 893 0.86 $ 876 097 $ 889 1.05

Production Taxes. Production taxes were $157 million in 2010 compared to $107 million in 2009 and $284
million in 2008. On a unit-of-production basis, production taxes were $0.15 per mcfe in 2010 compared to
$0.12 per mcfe in 2009 and $0.34 per mcfe in 2008. The $50 million increase in production taxes from 2009 to
2010 is due to an increase in the realized average sales price of natural gas and oil of $0.47 per mcfe
(excluding gains or losses on derivatives), and a production increase of 129.7 bcfe. The decrease in 2009 was
due to a decrease in the realized average sales price of natural gas and oil of $4.76 per mcfe (excluding gains
or losses on derivatives). In general, production taxes are calculated using value-based formulas that produce
higher per unit costs when natural gas and oil prices are higher.

General and Administrative Expense. General and administrative expenses, including stock-based
compensation but excluding internal costs capitalized to our natural gas and oil properties (see Note 10 of the
notes to our consolidated financial statements included in Item 8 of this report), were $453 million in 2010,
$349 million in 2009 and $377 million in 2008. General and administrative expenses were $0.44, $0.38 and
$0.45 per mcfe for 2010, 2009 and 2008, respectively. The increase in 2010 is the result of the company’s
continued growth resulting in higher payroll and associated costs. The decrease in 2009 was primarily the
result of decreased spending related to media relations. Included in general and administrative expenses is
stock-based compensation of $84 million in 2010, $83 million in 2009 and $85 million in 2008. Restricted stock
grants expense is based on the price of our common stock on the date of grant.

Our stock-based compensation for employees and non-employee directors is in the form of restricted
stock. Employee restricted stock awards generally vest over a period of four or five years. Our non-employee
director awards vest over a period of three years. The discussion of stock-based compensation in Note 1 and
Note 8 of the notes to our consolidated financial statements included in Item 8 of this report provides additional
detail on the accounting for and reporting of our stock-based compensation.

Chesapeake follows the full-cost method of accounting under which all costs associated with natural gas
and oil property acquisition, exploration and development activities are capitalized. We capitalize internal costs
that can be directly identified with our acquisition, exploration and development activities and do not include
any costs related to production, general corporate overhead or similar activities. In addition, we capitalize
internal costs that can be identified with construction of certain of our property, plant and equipment. We
capitalized $384 million, $359 million and $352 million of internal costs in 2010, 2009 and 2008, respectively,
directly related to our natural gas and oil property acquisition, exploration and development efforts and the
construction of our property, plant and equipment.

Natural Gas and Oil Depreciation, Depletion and Amortization. Depreciation, depletion and amortization of
natural gas and oil properties was $1.394 billion, $1.371 billion and $1.970 billion during 2010, 2009 and 2008,
respectively. The average DD&A rate per mcfe, which is a function of capitalized costs, future development
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costs, and the related underlying reserves in the periods presented, was $1.35, $1.51 and $2.34 in 2010, 2009
and 2008, respectively. The decrease in the average rate from $2.34 in 2008 to $1.35 in 2010 is due primarily
to reductions of our natural gas and oil full-cost pool resulting from our divestitures in 2008, 2009 and 2010,
impairments of our full-cost pool in 2008 and 2009 as well as the addition of reserves through our drilling
activities.

Depreciation and Amortization of Other Assets. Depreciation and amortization of other assets was $220
million in 2010, compared to $244 million in 2009 and $174 million in 2008. The average DD&A rate per mcfe
was $0.21, $0.27 and $0.21 in 2010, 2009 and 2008, respectively. The decrease from 2009 to 2010 was
primarily due to certain of our midstream assets that were contributed to our midstream joint venture on
September 30, 2009 and subsequently deconsolidated on January 1, 2010, offset by additional depreciation
expense associated with the assets acquired over the past year. Property and equipment costs are depreciated
on a straight-line basis. Buildings are depreciated over 10 to 39 years, gathering facilities are depreciated over
20 years, drilling rigs are depreciated over 15 years and all other property and equipment are depreciated over
the estimated useful lives of the assets, which range from two to twenty years. To the extent company-owned
drilling rigs are used to drill our wells, a substantial portion of the depreciation is capitalized in natural gas and
oil properties as exploration or development costs.

Impairment of Natural Gas and Oil Properties. Due to lower commodity prices in the second half of 2008
and throughout 2009, we reported a non-cash impairment charge on our natural gas and oil properties of $11.0
billion in 2009 and $2.8 billion in 2008. We account for our natural gas and oil properties using the full-cost
method of accounting, which limits the amount of costs we can capitalize and requires us to write off these
costs if the carrying value of natural gas and oil assets in the evaluated portion of our full-cost pool exceeds the
sum of the present value of expected future net cash flows of proved reserves using a 10% pre-tax discount
rate based on pricing and cost assumptions prescribed by the SEC and the present value of certain natural gas
and oil hedges.

(Gains) Losses on Sales of Other Property and Equipment. In 2010, we recorded a ($137) million gain
associated with sales of other property and equipment which consisted of a ($157) million gain on the sale of
our Springridge gas gathering system to our affiliate, CHKM, and a net $20 million loss related to various sales
of other property and equipment, including the sale of pipe, gas gathering systems and other miscellaneous
assets. In 2009, we recorded a $38 million loss on the sale of two gathering systems. There were nominal
amounts of gains and losses on the sales of other property and equipment in 2008.

Other Impairments. In 2010, we recorded a $21 million impairment to natural gas gathering systems
primarily related to the obsolescence of certain pipe inventory. In 2009, we recorded a $130 million impairment
of other property and equipment and other assets. An $86 million impairment was associated with certain of
our midstream assets contributed to our midstream joint venture in September 2009, as well as a $4 million
impairment of debt issuance costs associated with the portion of our $460 million midstream revolving bank
credit facility that was reduced to $250 million as a result of the joint venture. Also in 2009, we recognized a
$27 million charge associated with certain of our service operations assets and $13 million of bad debt
expense related to potentially uncollectible receivables. In 2008, we recorded a $30 million impairment
associated with certain of our midstream assets.

Restructuring Costs. In 2009, we recorded $34 million of restructuring and relocation costs in our Eastern
Division and certain other workforce reduction costs. We reorganized our Charleston, West Virginia-based
Eastern Division from a regional corporate headquarters to a regional field office consistent with the business
model we use elsewhere in the country. As a result, we consolidated the management of our Eastern Division
land, legal, accounting, information technology, geoscience and engineering departments into our corporate
offices in Oklahoma City. The costs of the restructuring included termination benefits, consolidating or closing
facilities and relocating employees. The discussion of restructuring costs in Note 13 of our consolidated
financial statements included in ltem 8 of this report provides additional detail on the accounting for and
reporting of these costs.
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Interest Expense. Interest expense decreased to $19 million in 2010 compared to $113 million in 2009
and $271 million in 2008 as follows:

Years Ended December 31,

2010 2009 2008
($ in millions)
Interest expense on seNiOrNOtes .. ...... ... ...t $ 718 $ 765 $ 637
Interest expense on credit facilities . ............ ... ... ... . L 61 60 117
Capitalized interest .. ... ... . (716) (633) (585)
Realized (gains) losses on interest rate derivatives ... .................. (14) (23) (6)
Unrealized (gains) losses on interest rate derivatives . .................. (66) (91) 85
Amortization of loan discountand other ........ ... ... ... ... ... . ... 36 35 23
Total interest expense .............. . $ 19 § 113 § 271
Average long-term borrowings . . . ... ... $ 10,345 $ 11,167 $ 10,044

Interest expense, excluding unrealized (gains) losses on interest rate derivatives, was $0.08 per mcfe in
2010 compared to $0.22 per mcfe in both 2009 and 2008. The decrease in interest expense per mcfe from
2009 and 2008 is due to increased production volumes, a decrease in our senior notes outstanding and an
increase in capitalized interest. Capitalized interest increased in 2010 and 2009 as a result of a significant
increase in unevaluated properties, the base on which interest is capitalized.

Earnings (Losses) from Equity Investees. Earnings (losses) from equity investees was $227 million, ($39)
million and ($38) million in 2010, 2009 and 2008, respectively. The 2010 income consisted of $106 million
related to our equity in the net income of certain investments and $121 million related to the initial public
offering by CHKM and a private offering of common stock by Chaparral Energy, Inc., which represented our
proportionate share of the excess of offering proceeds over our carrying value. The 2009 and 2008 losses
related to our equity in the net losses of certain investments.

Loss on Redemptions or Exchanges of Debt. During 2010, we redeemed in whole for an aggregate
redemption price of approximately $1.366 billion, plus accrued interest, approximately $364 million in principal
amount of our outstanding 7.50% Senior Notes due 2013, $300 million in principal amount of our 7.50% Senior
Notes due 2014 and approximately $670 million in principal amount of our 6.875% Senior Notes due 2016.
Associated with the redemptions, we recognized a loss of $69 million in 2010. Also during 2010, we redeemed
in whole for a redemption price of approximately $619 million, plus accrued interest, all $600 million in principal
amount of our 6.375% Senior Notes due 2015. We recognized a loss of $19 million in 2010 associated with the
redemptions.

Additionally during 2010, we completed tender offers to purchase for cash $245 million of 7.00% Senior
Notes due 2014, $567 million of 6.625% Senior Notes due 2016 and $582 million of 6.25% Senior Notes due
2018. Following the completion of these tender offers, we redeemed the remaining $55 million of 7.00% Senior
Notes due 2014, $33 million of 6.625% Senior Notes due 2016 and $18 million of 6.25% Senior Notes due
2018 based on the redemption provisions in the indentures. Associated with these tender offers and
redemptions, we recognized a loss of $40 million in 2010.

Finally, in 2010, we privately exchanged approximately $11 million in aggregate principal amount of our
2.25% Contingent Convertible Senior Notes due 2038 for an aggregate of 298,500 shares of our common
stock valued at approximately $9 million. Through these transactions, we were able to retire this debt for
common stock valued at approximately 80% of the face value of the notes. Of the $11 million principal amount
of convertible notes exchanged in 2010, $7 million was allocated to the debt component of the notes and the
remaining $4 million was allocated to the equity conversion feature of the notes and was recorded as an
adjustment to paid-in-capital. The difference between the debt component and value of the common stock
exchanged in these transactions resulted in the $2 million loss (including a nominal amount of deferred charges
associated with the exchanges).

In 2009, we privately exchanged approximately $364 million in aggregate principal amount of our 2.25%
Contingent Convertible Senior Notes due 2038 for an aggregate of 10,210,169 shares of our common stock
valued at approximately $262 million. Through these transactions, we were able to retire this debt for common
stock valued at approximately 75% of the face value of the notes. Of the $364 million principal amount of
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convertible notes exchanged in 2009, $227 million was allocated to the debt component and the remaining
$137 million was allocated to the equity conversion feature and was recorded as an adjustment to paid-in
capital. The difference between the debt component and value of the common stock exchanged in these
transactions resulted in a $40 million loss (including $5 million of deferred charges associated with the
exchanges).

During 2008, we exchanged approximately $254 million, $272 million and $239 million in aggregate
principal amount of our 2.25% Contingent Convertible Senior Notes due 2038, 2.50% Contingent Convertible
Senior Notes due 2037, and 2.75% Contingent Convertible Senior Notes due 2035, respectively, for an
aggregate of 23,913,212 shares of our common stock valued at approximately $480 million. Through these
transactions, we were able to redeem this debt for common stock valued at approximately 65% of the face
value of the notes. Associated with these exchanges, we recorded a gain of $27 million. Of the combined $765
million principal amount of convertible notes exchanged in 2008, $515 million was allocated to the debt
component and the remaining $250 million was allocated to the equity conversion feature and was recorded as
an adjustment to paid-in-capital. The difference between the debt component and the value of the common
stock exchanged in these transactions resulted in a $35 million gain. This gain was partially offset by the
write-off of $8 million in deferred charges associated with these exchanges.

Also during 2008, we repurchased $300 million of our 7.75% Senior Notes due 2015 in order to re-finance
a portion of our long-term debt at a lower rate of interest. In connection with the transaction, we recorded a $31
million loss, which consisted of a $12 million premium and $19 million of discounts, interest rate derivatives and
deferred charges associated with the notes.

Impairment of Investments. We recorded $16 million, $162 million and $180 million of impairments of
certain investments in 2010, 2009 and 2008, respectively. Each of our investees has been impacted by the
dramatic slowing of the worldwide economy and the freezing of the credit markets in the fourth quarter of 2008
and into 2009 and 2010. The economic weakness has resulted in significantly reduced natural gas and oll
prices leading to a meaningful decline in the overall level of activity in the markets served by our investees.
Associated with the weakness in performance of certain of the investees, as well as an evaluation of their
financial condition and near-term prospects, we recognized that an other than temporary impairment had
occurred on certain investments.

Other Income. Other income was $16 million, $11 million and $27 million in 2010, 2009 and 2008,
respectively. The 2010 income consisted of $8 million of interest income and $8 million of miscellaneous
income. The 2009 income consisted of $8 million of interest income and $3 million of miscellaneous income.
The 2008 income consisted of $22 million of interest income, $10 million of expense related to consent
solicitation fees and $15 million of miscellaneous income.

Income Tax Expense (Benefit). Chesapeake recorded income tax expense of $1.110 billion in 2010
compared to an income tax benefit of $3.483 billion in 2009 and income tax expense of $387 million in 2008.
The entire income tax expense recorded in 2010 is deferred. Of the $4.593 billion increase in 2010, $4.564
billion was the result of the increase in net income before taxes and $29 million was the result of an increase in
the effective tax rate. Our effective income tax rate was 38.5% in 2010 compared to 37.5% in 2009 and 39% in
2008. Our effective tax rate fluctuates as a result of the impact of state income taxes and permanent
differences. We expect our effective income tax rate to be 39% in 2011.

Loss on Conversion/Exchange of Preferred Stock. Loss on conversion/exchange of preferred stock was
$67 million in 2008. There were no losses on conversion/exchange of preferred stock in 2010 and 2009. In
general, the loss on the exchanges represented the excess of the fair value of the common stock issued over
the fair value of the securities issuable pursuant to the original conversion terms. See Note 8 of the notes to
our consolidated financial statements in ltem 8 of this report for further detail regarding these transactions.

Application of Critical Accounting Policies

Readers of this report and users of the information contained in it should be aware of how certain events
may impact our financial results based on the accounting policies in place. The three policies we consider to be
the most significant are discussed below. The company’s management has discussed each critical accounting
policy with the Audit Committee of the company’s Board of Directors.
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The selection and application of accounting policies are an important process that changes as our
business changes and as accounting rules are developed. Accounting rules generally do not involve a
selection among alternatives, but involve an implementation and interpretation of existing rules and the use of
judgment to the specific set of circumstances existing in our business.

Hedging. Chesapeake uses commodity price and financial risk management instruments to mitigate our
exposure to price fluctuations in natural gas and oil and changes in interest rates and foreign exchange rates.
Recognized gains and losses on derivative contracts are reported as a component of the related transaction.
Results of natural gas and oil derivative contracts are reflected in natural gas and oil sales, and results of
interest rate and foreign exchange rate hedging contracts are reflected in interest expense. The changes in the
fair value of derivative instruments not qualifying for designation as either cash flow or fair value hedges that
occur prior to maturity are reported currently in the consolidated statement of operations as unrealized gains
(losses) within natural gas and oil sales or interest expense. Cash flows from derivative contracts are classified
in the same category within the statement of cash flows as the items being hedged, or on a basis consistent
with the nature of the instruments.

Accounting guidance for derivatives and hedging establishes accounting and reporting standards requiring
that derivative instruments (including certain derivative instruments embedded in other contracts) be recorded
at fair value and included in the consolidated balance sheet as assets or liabilities. The accounting for changes
in the fair value of a derivative instrument depends on the intended use of the derivative and the resulting
designation, which is established at the inception of a derivative. For derivative instruments designated as
natural gas and oil cash flow hedges, changes in fair value, to the extent the hedge is effective, are recognized
in other comprehensive income until the hedged item is recognized in earnings as natural gas and oil sales.
Any change in the fair value resulting from ineffectiveness is recognized immediately in natural gas and oil
sales. For derivative instruments designated as fair value hedges, changes in fair value, as well as the
offsetting changes in the estimated fair value of the hedged item attributable to the hedged risk, are recognized
currently in earnings as interest expense. Differences between the changes in the fair values of the hedged
item and the derivative instrument, if any, represent gains or losses on ineffectiveness and are reflected
currently in interest expense. Hedge effectiveness is measured at least quarterly based on the relative changes
in fair value between the derivative contract and the hedged item over time. Changes in fair value of contracts
that do not qualify as hedges or are not designated as hedges are also recognized currently in earnings as
interest expense. See Hedging Activities above and ltem 7A. Quantitative and Qualitative Disclosures About
Market Risk for additional information regarding our hedging activities.

One of the primary factors that can have an impact on our results of operations is the method used to
value our derivatives. We have established the fair value of our derivative instruments utilizing established
index prices, volatility curves and discount factors. These estimates are compared to our counterparty values
for reasonableness. Derivative transactions are also subject to the risk that counterparties will be unable to
meet their obligations. Such non-performance risk is considered in the valuation of our derivative instruments,
but to date has not had a material impact on the values of our derivatives. The values we report in our financial
statements are as of a point in time and subsequently change as these estimates are revised to reflect actual
results, changes in market conditions and other factors.

Another factor that can impact our results of operations each period is our ability to estimate the level of
correlation between future changes in the fair value of the hedge instruments and the transactions being
hedged, both at inception and on an ongoing basis. This correlation is complicated since energy commaodity
prices, the primary risk we hedge, have quality and location differences that can be difficult to hedge effectively.
The factors underlying our estimates of fair value and our assessment of correlation of our hedging derivatives
are impacted by actual results and changes in conditions that affect these factors, many of which are beyond
our control.

Due to the volatility of natural gas and oil prices and, to a lesser extent, interest rates and foreign
exchange rates, the company’s financial condition and results of operations can be significantly impacted by
changes in the market value of our derivative instruments. As of December 31, 2010, 2009 and 2008, the fair
value of our derivatives was a liability of $761 million, a liability of $63 million and an asset of $1.165 billion,
respectively.

Natural Gas and QOil Properties. The accounting for our business is subject to special accounting rules that
are unique to the natural gas and oil industry. There are two allowable methods of accounting for natural gas
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and oil business activities: the successful efforts method and the full-cost method. Chesapeake follows the full-
cost method of accounting under which all costs associated with property acquisition, exploration and
development activities are capitalized. We also capitalize internal costs that can be directly identified with our
acquisition, exploration and development activities and do not include any costs related to production, general
corporate overhead or similar activities.

Under the successful efforts method, geological and geophysical costs and costs of carrying and retaining
undeveloped properties are charged to expense as incurred. Costs of drilling exploratory wells that do not
result in proved reserves are charged to expense. Depreciation, depletion, amortization and impairment of
natural gas and oil properties are generally calculated on a well by well or lease or field basis versus the
aggregated “full-cost” pool basis. Additionally, gain or loss is generally recognized on all sales of natural gas
and oil properties under the successful efforts method. As a result, our financial statements will differ from
companies that apply the successful efforts method since we will generally reflect a higher level of capitalized
costs as well as a higher natural gas and oil depreciation, depletion and amortization rate, and we will not have
exploration expenses that successful efforts companies frequently have.

Under the full-cost method, capitalized costs are amortized on a composite unit-of-production method
based on proved natural gas and oil reserves. If we maintain the same level of production year over year, the
depreciation, depletion and amortization expense may be significantly different if our estimate of remaining
reserves or future development costs changes significantly. Proceeds from the sale of properties are
accounted for as reductions of capitalized costs unless such sales involve a significant change in proved
reserves and significantly alter the relationship between costs and proved reserves, in which case a gain or
loss is recognized. The costs of unproved properties are excluded from amortization until the properties are
evaluated. We review all of our unevaluated properties quarterly to determine whether or not and to what
extent proved reserves have been assigned to the properties, and otherwise if impairment has occurred.
Unevaluated properties are grouped by major producing area where individual property costs are not significant
and are assessed individually when individual costs are significant.

We review the carrying value of our natural gas and oil properties under the full-cost accounting rules of
the Securities and Exchange Commission on a quarterly basis. This quarterly review is referred to as a ceiling
test. Under the ceiling test, capitalized costs, less accumulated amortization and related deferred income taxes,
may not exceed an amount equal to the sum of the present value of estimated future net revenues (adjusted
for cash flow hedges) less estimated future expenditures to be incurred in developing and producing the proved
reserves, less any related income tax effects. For 2010 and 2009, in calculating estimated future net revenues,
current prices are calculated as the unweighted arithmetic average of natural gas and oil prices on the first day
of each month within the 12-month period ended. Costs used are those as of the end of the appropriate
quarterly period. For 2008, current prices and costs used are those as of the end of the appropriate quarterly
period. Such prices are utilized except where different prices are fixed and determinable from applicable
contracts for the remaining term of those contracts, including the effects of derivatives qualifying as cash flow
hedges.

Two primary factors impacting this test are reserve levels and natural gas and oil prices, and their
associated impact on the present value of estimated future net revenues. Revisions to estimates of natural gas
and oil reserves and/or an increase or decrease in prices can have a material impact on the present value of
estimated future net revenues. Any excess of the net book value, less deferred income taxes, is generally
written off as an expense.

Income Taxes. As part of the process of preparing the consolidated financial statements, we are required
to estimate the federal and state income taxes in each of the jurisdictions in which Chesapeake operates. This
process involves estimating the actual current tax exposure together with assessing temporary differences
resulting from differing treatment of items, such as derivative instruments, depreciation, depletion and
amortization, and certain accrued liabilities for tax and accounting purposes. These differences and our net
operating loss carryforwards result in deferred tax assets and liabilities, which are included in our consolidated
balance sheet. We must then assess, using all available positive and negative evidence, the likelihood that the
deferred tax assets will be recovered from future taxable income. If we believe that recovery is not likely, we
must establish a valuation allowance. Generally, to the extent Chesapeake establishes a valuation allowance
or increases or decreases this allowance in a period, we must include an expense or reduction of expense
within the tax provision in the consolidated statement of operations.
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Under accounting guidance for income taxes, an enterprise must use judgment in considering the relative
impact of negative and positive evidence. The weight given to the potential effect of negative and positive
evidence should be commensurate with the extent to which it can be objectively verified. The more negative
evidence that exists (i) the more positive evidence is necessary and (ii) the more difficult it is to support a
conclusion that a valuation allowance is not needed for some portion or all of the deferred tax asset. Among the
more significant types of evidence that we consider are:

» taxable income projections in future years;
» whether the carryforward period is so brief that it would limit realization of the tax benefit;

» future sales and operating cost projections that will produce more than enough taxable income to
realize the deferred tax asset based on existing sales prices and cost structures; and

» our earnings history exclusive of the loss that created the future deductible amount coupled with
evidence indicating that the loss is an aberration rather than a continuing condition.

If (i) natural gas and oil prices were to decrease significantly below present levels (and if such decreases
were considered other than temporary), (ii) exploration, drilling and operating costs were to increase
significantly beyond current levels, or (iii) we were confronted with any other significantly negative evidence
pertaining to our ability to realize our NOL carryforwards prior to their expiration, we may be required to provide
a valuation allowance against our deferred tax assets. As of December 31, 2010, we had deferred tax assets of
$1.9 billion.

Accounting guidance for recognizing and measuring uncertain tax positions prescribes a threshold
condition that a tax position must meet for any of the benefit of the uncertain tax position to be recognized in
the financial statements. Guidance is also provided regarding de-recognition, classification and disclosure of
these uncertain tax positions. Based on this guidance, we regularly analyze tax positions taken or expected to
be taken in a tax return based on the threshold condition prescribed. Tax positions that do not meet or exceed
this threshold condition are considered uncertain tax positions. We accrue interest related to these uncertain
tax positions which is recognized in interest expense. Penalties, if any, related to uncertain tax positions would
be recorded in other expenses. Additional information about uncertain tax positions appears in Note 5 of the
notes to our consolidated financial statements.

Disclosures About Effects of Transactions with Related Parties
Chief Executive Officer

As of December 31, 2010, we had accrued accounts receivable from our Chief Executive Officer, Aubrey
K. McClendon, of $30 million representing joint interest billings from December 2010 which were invoiced and
timely paid in January 2011. Since Chesapeake was founded in 1989, Mr. McClendon has acquired working
interests in virtually all of our natural gas and oil properties by participating in our drilling activities under the
terms of the Founder Well Participation Program (FWPP) and predecessor participation arrangements provided
for in Mr. McClendon’s employment agreements. Under the FWPP, approved by our shareholders in June
2005, Mr. McClendon may elect to participate in all or none of the wells drilled by or on behalf of Chesapeake
during a calendar year, but he is not allowed to participate only in selected wells. A participation election is
required to be received by the Compensation Committee of Chesapeake’s Board of Directors not less than 30
days prior to the start of each calendar year. His participation is permitted only under the terms outlined in the
FWPP, which, among other things, limits his individual participation to a maximum working interest of 2.5% in a
well and prohibits participation in situations where Chesapeake’s working interest would be reduced below
12.5% as a result of his participation. In addition, the company is reimbursed for costs associated with
leasehold acquired by Mr. McClendon as a result of his well participation.

On December 31, 2008, we entered into a new five-year employment agreement with Mr. McClendon that
contained a one-time well cost incentive award to him. The total cost of the award to Chesapeake was $75
million plus employment taxes in the amount of approximately $1 million. We are recognizing the incentive
award as general and administrative expense over the five-year vesting period for the clawback described
below, resulting in an expense of approximately $15 million per year beginning in 2009. In addition to state and
federal income tax withholding, similar employment taxes were imposed on Mr. McClendon and withheld from
the award. The net incentive award of approximately $44 million was fully applied against costs attributable to
interests in company wells acquired by Mr. McClendon or his affiliates under the FWPP. The incentive award is
subject to a clawback equal to any unvested portion of the award if during the initial five-year term of the
employment agreement, Mr. McClendon resigns from the company or is terminated for cause by the company.
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Other Related Parties

During 2010, our 42%-owned affiliate, Chesapeake Midstream Partners, L.P. (CHKM), provided natural
gas gathering and treating services to us in the ordinary course of business. In addition, there are various
agreements in place whereby we support CHKM in various functions for which we are reimbursed. During
2010, our transactions with CHKM included the following:

Year Ended
December 31, 2010

($ in millions)

Amounts paid to CHKM:

Gas gathering fees . ... ... . $ 378
Amounts received from CHKM:
Compressor rentals ... ... 48
INnventory purchases . . ... . 47
Other services provided(® . .. ... 73
Total amounts received from CHKM .. ... ... ... .. ... ... ... . .. ... ... $ 168

(@) Includes amounts received related to the General and Administrative Services and Reimbursement
Agreement, the Employee Secondment Agreement, the Shared Services Agreement and the Additional
Services and Reimbursement Agreement agreed to at the formation of the joint venture.

As of December 31, 2010, we had a net payable to CHKM of $45 million.

During 2010 and 2009, our 26%-owned affiliate, Frac Tech Holdings, LLC, provided us hydraulic fracturing
and other services in the ordinary course of business. During 2010 and 2009, we paid Frac Tech $89 million
and $43 million, respectively, for these services. As of December 31, 2010 and 2009, we had $30 million and
$8 million, respectively, due Frac Tech for services provided and not yet paid.

Recently Issued Accounting Standards

The Financial Accounting Standards Board (FASB) recently issued the following standards which we
reviewed to determine the potential impact on our financial statements upon adoption.

In February 2010, the FASB amended its guidance on subsequent events to remove the requirement for
SEC filers to disclose the date through which an entity has evaluated subsequent events. The guidance was
effective upon issuance. We adopted this guidance in 2010.

The FASB also issued new guidance requiring additional disclosures about fair value measurements,
adding a new requirement to disclose transfers in and out of Levels 1 and 2 measurements and gross
presentation of activity within a Level 3 roll forward. The guidance also clarified existing disclosure
requirements regarding the level of disaggregation of fair value measurements and disclosures regarding
inputs and valuation techniques. We adopted this guidance in the Current Period. Adoption had no impact on
our financial position or results of operations. Required disclosures for the reconciliation of purchases, sales,
issuance and settlements of financial instruments valued with a Level 3 method are effective beginning on
January 1, 2011, and we do not expect the implementation to have a material impact on our financial position
or results of operations. See Note 14 of the notes to our consolidated financial statements in Item 8 of this
report for discussion regarding fair value measurements.

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 statements are statements
other than historical fact and give our current expectations or forecasts of future events. They include estimates
of natural gas and oil reserves, expected natural gas and oil production and future expenses, assumptions
regarding future natural gas and oil prices, planned capital expenditures, and anticipated asset acquisitions and
sales, as well as statements concerning anticipated cash flow and liquidity, business strategy and other plans
and objectives for future operations. Disclosures concerning the fair values of derivative contracts and their
estimated contribution to our future results of operations are based upon market information as of a specific
date. These market prices are subject to significant volatility.
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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 1A of this
report and include:

» the volatility of natural gas and oil prices;
« the limitations our level of indebtedness may have on our financial flexibility;
» declines in the values of our natural gas and oil properties resulting in ceiling test write-downs;

» the availability of capital on an economic basis, including planned asset monetization transactions, to
fund reserve replacement costs;

» our ability to replace reserves and sustain production;

* uncertainties inherent in estimating quantities of natural gas and oil reserves and projecting future
rates of production and the timing of development expenditures;

+ inability to generate profits or achieve targeted results in our development and exploratory drilling and
well operations;

» leasehold terms expiring before production can be established;

* hedging activities resulting in lower prices realized on natural gas and oil sales and the need to secure
hedging liabilities;

« drilling and operating risks, including potential environmental liabilities;

» changes in legislation and regulation adversely affecting our industry and our business;

* general economic conditions negatively impacting us and our business counterparties;

+ transportation capacity constraints and interruptions that could adversely affect our cash flow; and

» losses possible from pending or future litigation.

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

ITEM 7A. Quantitative and Qualitative Disclosures About Market Risk
Natural Gas and Oil Hedging Activities

Our results of operations and cash flows are impacted by changes in market prices for natural gas and oil.
To mitigate a portion of the exposure to adverse market changes, we have entered into various derivative
instruments. These instruments allow us to predict with greater certainty the effective natural gas and oil prices
to be received for our hedged production. Although derivatives often fail to achieve 100% effectiveness for
accounting purposes, we believe our derivative instruments continue to be highly effective in achieving our risk
management objectives.

Our general strategy for attempting to mitigate exposure to adverse natural gas and oil price changes is to
hedge into strengthening natural gas and oil futures markets when prices allow us to generate high cash
margins and when we view prices to be in the upper range of our predicted future price range. Information we
consider in forming an opinion about future prices includes general economic conditions, industrial output
levels and expectations, producer breakeven cost structures, liquefied natural gas import trends, natural gas
and oil storage inventory levels, industry decline rates for base production and weather trends.

We use a wide range of derivative instruments to achieve our risk management objectives, including
swaps and options (puts or calls). All of these are described in more detail below. We typically use swaps for a
large portion of the natural gas and oil volume we hedge. Swaps are used when the price level is acceptable.
We also sell calls, taking advantage of market volatility for a portion of our projected production volumes when
the strike price levels and the premiums are attractive to us. Beginning in late 2009 and in 2010, we have taken
advantage of attractive strip prices in 2012 through 2017 and sold natural gas and oil call options to our
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counterparties in exchange for 2010, 2011 and 2012 natural gas swaps with fixed prices above the then current
market price. This effectively allowed us to sell out-year volatility through call options at terms acceptable to us
in exchange for natural gas swaps with fixed prices in excess of the market price for natural gas at that time.
Additionally, we sell call options when we would be satisfied to sell our production at the price being capped by
the call strike or believe it to be more likely than not that the future natural gas or oil price will stay below the
call strike price plus the premium we will receive.

We determine the volume we may potentially hedge by reviewing the company’s estimated future
production levels, which are derived from extensive examination of existing producing reserve estimates and
estimates of likely production (risked) from new drilling. Production forecasts are updated at least monthly and
adjusted if necessary to actual results and activity levels. We do not hedge more volumes than we expect to
produce, and if production estimates are lowered for future periods and hedges are already executed for some
volume above the new production forecasts, the hedges are reversed. The actual fixed hedge price on our
derivative instruments is derived from bidding and the reference NYMEX price, as reflected in current NYMEX
trading. The pricing dates of our derivative contracts follow NYMEX futures. All of our derivative instruments
are net settled based on the difference between the fixed price as stated in the contract and the floating-price
payment, resulting in a net amount due to or from the counterparty.

We adjust our derivative positions in response to changes in prices and market conditions as part of an
ongoing dynamic process. We review our derivative positions continuously and if future market conditions
change and prices have fallen to levels we believe could jeopardize the effectiveness of a position, we will
mitigate such risk by either doing a cash settlement with our counterparty, restructuring the position, or by
entering into a new swap that effectively reverses the current position (a counter-swap). The factors we
consider in closing or restructuring a position before the settlement date are identical to those we reviewed
when deciding to enter into the original derivative position. Gains or losses related to closed positions will be
realized in the month of related production based on the terms specified in the original contract.

In 2009, we restructured many of our contracts that included knockout features as commodity prices
decreased. The knockouts were typically restructured into straight swaps or collars based on strip prices at the
time of the restructure. In the latter half of 2010, we restructured a portion of our call options by lowering the
strike price on call options sold for 2012 through 2015 and used the value to buy back call options for the same
periods. This increased our capacity to hedge additional volumes.

As of December 31, 2010, our natural gas and oil derivative instruments consisted of the following:

» Swaps: Chesapeake receives a fixed price and pays a floating market price to the counterparty for the
hedged commodity.

» Call options: Chesapeake sells call options in exchange for a premium from the counterparty. At the
time of settlement, if the market price exceeds the fixed price of the call option, Chesapeake pays the
counterparty such excess and if the market price settles below the fixed price of the call option, no
payment is due from either party.

» Put options: Chesapeake receives a premium from the counterparty in exchange for the sale of a put
option. At the time of settlement, if the market price falls below the fixed price of the put option,
Chesapeake pays the counterparty such shortfall, and if the market price settles above the fixed price
of the put option, no payment is due from either party.

» Knockout swaps: Chesapeake receives a fixed price and pays a floating market price. The fixed price
received by Chesapeake includes a premium in exchange for the possibility to reduce the
counterparty’s exposure to zero, in any given month, if the floating market price is lower than certain
pre-determined knockout prices.

+ Basis protection swaps: These instruments are arrangements that guarantee a price differential to
NYMEX for natural gas from a specified delivery point. For non-Appalachian Basin basis protection
swaps, which typically have negative differentials to NYMEX, Chesapeake receives a payment from
the counterparty if the price differential is greater than the stated terms of the contract and pays the
counterparty if the price differential is less than the stated terms of the contract. For Appalachian
Basin basis protection swaps, which typically have positive differentials to NYMEX, Chesapeake
receives a payment from the counterparty if the price differential is less than the stated terms of the
contract and pays the counterparty if the price differential is greater than the stated terms of the
contract.
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As of December 31, 2010, we had the following open natural gas and oil derivative instruments.

Natural Gas:

Swaps:
Q12011
Q2 2011
Q3 2011
Q4 2011

2012 ...

Other Swaps(@):
Q12011
Q2 2011
Q3 2011
Q4 2011

2012 ...

Call Options:

2012 ...

2016-2020 ...........

Put Options:
Q12011
Q2 2011
Q3 2011
Q4 2011

Basis Protection Swaps

(Non-Appalachian Basin):
Q2 2011
Q3 2011
Q4 2011

2012 ...
2013-2019 ...........

Basis Protection Swaps

(Appalachian Basin):
Q12011
Q2 2011
Q3 2011
Q4 2011

2012-2022 ...........

Weighted Average Price

Cash Flow Fair
Volume Fixed Put Call Differential Hedge Value

(bbtu) (per mmbtu) ($ in millions)
89,354 $ 5.60 $ —3$ —3$ — Yes $ 111
91,023 5.35 — — — Yes 83
132,480 4.93 — — — Yes 47
132,480 493 — — — Yes 8
12,800 6.00 — — — Yes 12
142,545 6.43 — — — No 298
140,512 6.35 — — — No 268
85,880 6.70 — — — No 183
85,880 6.73 — — — No 159
122,180 6.19 — — — No 138
161,077 — — 6.54 — No (39)
436,033 — — 6.44 — No (171)
330,183 — — 6.44 — No (165)
226,446 — — 6.31 — No (140)
324,003 — — 8.31 — No (186)
(9,000) — 5.75 — — No (13)
(9,100) — 5.75 — — No (12)
(16,560) — 5.42 — — No (18)
(16,560) — 5.48 — — No (16)
19,147 — — — (0.82) No (10)
19,397 — — — (0.82) No (10)
6,545 — — — (0.82) No (3)
50,532 — — — (0.78) No (22)
29,349 — — — (0.69) No 9)
11,674 — — — 0.14 No )
12,186 — — — 0.14 No —
12,403 — — — 0.14 No —
12,324 — — — 0.14 No —
134 — — — 0.1 No —
Total Natural Gas ............ ... ... i 492
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Weighted Average Price Cash Flow Fair
Volume Fixed Put Call Differential Hedge Value
(mbbl) (per bbl) ($ in millions)
Oil:
Swaps:
Q12011 ............. 180% 91359 —9$ —3$ — Yes $ —
Q22011 ............. 182 91.35 — — — Yes —
Q32011 ............. 184 91.35 — — — Yes (1)
Q42011 ............. 184 91.35 — — — Yes (1)
Other Swaps(@):
2012 ... 1,830 100.00 — — — No (13)
2013 ... . 1,825 100.00 — — — No (16)
Call Options®):
Q12011 ............. 2,250 — — 72.81 — No (28)
Q22011 ............. 2,275 — — 72.81 — No (33)
Q32011 ............. 2,300 — — 72.81 — No (37)
Q42011 ............. 2,300 — — 72.81 — No (40)
2012 ... 15,644 — — 79.82 — No (258)
2013 ... . 12,739 — — 85.37 — No (226)
2014 ... 8,707 — — 87.72 — No (151)
2015 ... .o 7,411 — — 85.31 — No (140)
2016 —-2017 ......... 10,600 — — 84.25 — No (216)
Knock-Out Swaps:
Q12011 ............. 270 104.75 60.00 — — No 3
Q22011 ............. 273 104.75 60.00 — — No 3
Q32011 ............. 276 104.75 60.00 — — No 3
Q42011 ............. 276 104.75 60.00 — — No 2
2012 ... 732 109.50 60.00 — — No 8
Total Oil ....... ... .. . (1,141)
Total Natural Gas and Oil . ... ... . . $ (649)

(a) Other swaps are swaps not qualifying for designation as cash flow hedges. Other oil swaps include options
to extend existing swaps for an additional 12 months. The volume of such extendables in 2012 — 2013 is
3,655 mbbl at a weighted average price of $100.00/bbl.

(b) Included in oil call options are natural gas liquid call options in the amount of 5,000 bbls per day at
$39.06/bbl for 2011 and $38.01/bbl for 2012.

In addition to the open derivative positions disclosed above, at December 31, 2010, we had $160 million of
net hedging gains related to settled trades for future production periods that will be recorded within natural gas
and oil sales as realized gains (losses) as they are transferred from either accumulated other comprehensive
income or unrealized gains (losses) in the month of related production based on the terms specified in the
original contract as noted below:

December 31,

2010
($ in millions)

Q1 201 oo $ 68
Q2 201 o 82
Q8 201 oo 79
Q4 201 o 68
2002 42
20 18
2014 (237)
201D 51
2016 — 2022 . .o (11)

Total o $ 160




We have determined the fair value of our derivative instruments utilizing established index prices, volatility
curves and discount factors. These estimates are compared to our counterparty values for reasonableness.
Derivative transactions are also subject to the risk that counterparties will be unable to meet their obligations.
Such non-performance risk is considered in the valuation of our derivative instruments, but to date has not had
a material impact on the values of our derivatives. Future risk related to counterparties not being able to meet
their obligations has been mitigated under our secured hedging facility which requires counterparties to post
collateral if their obligations to Chesapeake are in excess of defined thresholds. The values we report in our
financial statements are as of a point in time and subsequently change as these estimates are revised to reflect
actual results, changes in market conditions and other factors.

The table below reconciles the years ended December 31, 2010, 2009 and 2008 changes in fair value of
our natural gas and oil derivatives. Of the $649 million fair value liability as of December 31, 2010, $947 million
relates to contracts maturing in the next 12 months, of which we expect to transfer approximately $15 million
(net of income taxes) from accumulated other comprehensive income to net income (loss), and ($1,596) million
relates to contracts maturing after 12 months. All transactions hedged as of December 31, 2010 are expected
to mature by December 31, 2022.

2010 2009 2008
($ in millions)
Fair value of contracts outstanding, as of January 1 .................... $ 21 $ 1,305 $ (369)
Change infairvalue ofcontracts ................ .. ... .. ... ........ 995 1,266 1,880
Fair value of new contracts when enteredinto .. ....................... (581) (21) (569)
Contracts realized or otherwise settled .. ............................. (1,691) (2,102) 9
Fair value of contracts whenclosed ............ ... ... ... .......... 607 (427) 354
Fair value of contracts outstanding, as of December 31 ................. $ (649) $ 21 $ 1,305

The change in natural gas and oil prices during the year ended December 31, 2010 increased the value of
our derivative assets by $995 million. This gain is recorded in natural gas and oil sales or in accumulated other
comprehensive income. We entered into new contracts which were in a liability position of $581 million. We
settled contracts for $1.691 billion, and we closed out contracts, which were in a liability position of $607
million. The realized gain or loss is recorded in natural gas and oil sales in the month of related production.

Pursuant to accounting guidance for derivatives and hedging, certain derivatives qualify for designation as
cash flow hedges. Following these provisions, changes in the fair value of derivative instruments designated as
cash flow hedges, to the extent they are effective in offsetting cash flows attributable to the hedged risk, are
recorded in accumulated other comprehensive income until the hedged item is recognized in earnings as the
physical transactions being hedged occur. Any change in fair value resulting from ineffectiveness is currently
recognized in natural gas and oil sales as unrealized gains (losses). Realized gains (losses) are comprised of
settled contracts related to the production periods being reported. Unrealized gains (losses) are comprised of
both temporary fluctuations in the mark-to-market values of non-qualifying contracts and settled values of
non-qualifying derivatives related to future production periods.

The components of natural gas and oil sales for the years ended December 31, 2010, 2009 and 2008 are
presented below.

Years Ended December 31,

2010 2009 2008
($ in millions)

Naturalgasandoilsales ......... ... .. .. .. i, $ 4248 $ 3,291 $ 7,069
Realized gains (losses) on natural gas and oil derivatives ............... 2,056 2,346 (8)
Unrealized gains (losses) on non-qualifying natural gas and oil

derivatives . .. ... (634) (624) 887
Unrealized gains (losses) on ineffectiveness of cash flow hedges ......... (23) 36 (90)

Total natural gas andoilsales ........... ... ... ... ... ... ... $ 5647 $ 5,049 $ 7,858
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Interest Rate Risk

The table below presents principal cash flows and related weighted average interest rates by expected
maturity dates.

Years of Maturity
2011 2012 2013 2014 2015 Thereafter Total
($ in millions)
Liabilities:

Long-term debt — fixed

rate@ ..., $ —$% — 8% 50 $§ — § 1425 § 7,777 $9,702
Average interestrate ... — — 7.63% — 9.50% 5.29% 6.03%
Long-term debt —

variablerate ... ...... $ — — 3 — 3 — $ 3,706 $ — $ 3,706
Average interest rate ... — — — — 2.13% — 2.13%

(a) This amount does not include the discount included in long-term debt of ($777) million and interest rate
derivatives of $9 million.

Changes in interest rates affect the amount of interest we earn on our cash, cash equivalents and short-
term investments and the interest rate we pay on borrowings under our revolving bank credit facilities. All of our
other long-term indebtedness is fixed rate and, therefore, does not expose us to the risk of fluctuations in
earnings or cash flow due to changes in market interest rates. However, changes in interest rates do affect the
fair value of our fixed rate debt.

Interest Rate Derivatives

To mitigate our exposure to volatility in interest rates related to our senior notes and credit facilities, we
enter into interest rate derivatives. As of December 31, 2010, our interest rate derivative instruments consisted
of the following types of instruments:

+ Swaps: Chesapeake enters into fixed-to-floating interest rate swaps (we receive a fixed interest rate
and pay a floating market rate) to mitigate our exposure to changes in the fair value of our senior
notes. We enter into floating-to-fixed interest rate swaps (we receive a floating market rate and a pay
fixed interest rate) to manage our interest rate exposure related to our bank credit facility borrowings.

» Call options: Occasionally we sell call options for a premium when we think it is more likely that the
option will expire unexercised. The option allows the counterparty to terminate a pre-determined open
swap at a specific date.

» Swaptions: Occasionally we sell an option to a counterparty for a premium which allows the
counterparty to enter into a pre-determined swap with us on a specific date.

As of December 31, 2010, the following interest rate derivatives were outstanding:

Weighted Average Rate

Notional Fair Value Net Fair
Amount Fixed Floating(@ Hedge Premiums Value
($ in millions) ($ in millions)
Fixed to Floating:
Swaps
Mature 2017 -
2020 ........... $ 600 6.75% 3 mL plus 397 bp Yes $ — (25)
Mature 2020 ...... $ 250 6.88% 3 mL plus 351 bp No — (4)
Call Options
Expire Q22011.... $ 250 6.88% 3 mL plus 351 bp No 7 (2)
Swaption
ExpireQ12011.... $ 500 6.56% 3 mL plus 373 bp No 3 (13)
Floating to Fixed:
Swaps
Mature 2014 ...... $ 1,050 2.19% 1-6 mL No — (25)
$ 10 § (69)
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(a) Month LIBOR has been abbreviated “mL” and basis points has been abbreviated “bp”.

In addition to open derivative positions disclosed above, at December 31, 2010 we had $89 million of net
hedging gains related to settled contracts that will be recorded within interest expense as realized gains
(losses) as they are transferred from either our senior note liability or unrealized interest expense gains
(losses) over the next ten-year term of the related senior notes.

Gains and losses from interest rate derivative transactions are reflected as adjustments to interest
expense on the consolidated statements of operations. The components of interest expense for the years
ended December 31, 2010, 2009 and 2008 are presented below.

Years Ended December 31,

2010 2009 2008
(% in millions)
Interest expense onseniornotes .............. ... $ 718 % 765 $ 637
Interest expense on creditfacilities .. ........... . ... ... . L. 61 60 117
Capitalized interest . . ... .. (716) (633) (585)
Realized (gains) losses on interest rate derivatives ... .................. (14) (23) (6)
Unrealized (gains) losses on interest rate derivatives . .................. (66) (91) 85
Amortization of loan discountandother .. ...... ... ... ... ... ... .. ..., 36 35 23
Total interest eXpense . ........ ... $ 19 §$ 113 § 271

Foreign Currency Derivatives

On December 6, 2006, we issued €600 million of 6.25% Euro-denominated Senior Notes due 2017.
Concurrent with the issuance of the euro-denominated senior notes, we entered into a cross currency swap to
mitigate our exposure to fluctuations in the euro relative to the dollar over the term of the notes. Under the
terms of the cross currency swap, on each semi-annual interest payment date, the counterparties pay
Chesapeake €19 million and Chesapeake pays the counterparties $30 million, which yields an annual dollar-
equivalent interest rate of 7.491%. Upon maturity of the notes, the counterparties will pay Chesapeake
€600 million and Chesapeake will pay the counterparties $800 million. The terms of the cross currency swap
were based on the dollar/euro exchange rate on the issuance date of $1.3325 to €1.00. Through the cross
currency swap, we have eliminated any potential variability in Chesapeake’s expected cash flows related to
changes in foreign exchange rates and therefore the swap qualifies as a cash flow hedge. The fair value of the
cross currency swap is recorded on the consolidated balance sheet as a liability of $43 million at December 31,
2010. The euro-denominated debt in notes payable has been adjusted to $796 million at December 31, 2010
using an exchange rate of $1.3269 to €1.00.

Additional Disclosures Regarding Derivative Instruments

In accordance with accounting guidance for derivatives and hedging, to the extent that a legal right of
set-off exists, Chesapeake nets the value of its derivative instruments with the same counterparty in the
accompanying consolidated balance sheets. Cash settlements of our derivative instruments are generally
classified as operating cash flows unless the derivative contains a significant financing element at contract
inception, in which case, these cash settlements are classified as financing cash flows in the accompanying
consolidated statements of cash flows.
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MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

It is the responsibility of the management of Chesapeake Energy Corporation to establish and maintain
adequate internal control over financial reporting (as defined in Rule 13a-15(f) under the Securities Exchange
Act of 1934). Management utilized the Committee of Sponsoring Organizations of the Treadway Commission’s
Internal Control-Integrated Framework (COSO framework) in conducting the required assessment of
effectiveness of the company’s internal control over financial reporting.

Management has performed an assessment of the effectiveness of the company’s internal control over
financial reporting and has determined the company’s internal control over financial reporting was effective as
of December 31, 2010.

The effectiveness of the company’s internal control over financial reporting as of December 31, 2010 has
been audited by PricewaterhouseCoopers LLP, an independent registered public accounting firm, as stated in
its report which appears herein.

/sl AUBREY K. MCCLENDON

Aubrey K. McClendon
Chairman of the Board and Chief Executive
Officer

/s/ DOMENIC J. DELL’OSSO, JR.

Domenic J. Dell’Osso, Jr.
Executive Vice President and Chief Financial
Officer
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of Chesapeake Energy Corporation,

In our opinion, the consolidated financial statements listed in the accompanying index present fairly, in all
material respects, the financial position of Chesapeake Energy Corporation and its subsidiaries at
December 31, 2010 and 2009, and the results of their operations and their cash flows for each of the three
years in the period ended December 31, 2010 in conformity with accounting principles generally accepted in
the United States of America. In addition, in our opinion, the financial statement schedule listed in the
accompanying index presents fairly, in all material respects, the information set forth therein when read in
conjunction with the related consolidated financial statements. Also in our opinion, the Company maintained, in
all material respects, effective internal control over financial reporting as of December 31, 2010, based on
criteria established in Internal Control - Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO). The Company’s management is responsible for these
financial statements and financial statement schedule, for maintaining effective internal control over financial
reporting and for its assessment of the effectiveness of internal control over financial reporting, included in
Management’s Report on Internal Control over Financial Reporting. Our responsibility is to express opinions on
these financial statements, on the financial statement schedule, and on the Company’s internal control over
financial reporting based on our integrated audits. We conducted our audits in accordance with the standards
of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audits to obtain reasonable assurance about whether the financial statements are free of material
misstatement and whether effective internal control over financial reporting was maintained in all material
respects. Our audits of the financial statements included examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation. Our audit of
internal control over financial reporting included obtaining an understanding of internal control over financial
reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and
operating effectiveness of internal control based on the assessed risk. Our audits also included performing
such other procedures as we considered necessary in the circumstances. We believe that our audits provide a
reasonable basis for our opinions.

As discussed in Note 12 to the consolidated financial statements, the Company changed the manner in
which it accounts for variable interest entities as of January 1, 2010. Also as discussed in Note 10 to the
consolidated financial statements, the Company changed the manner in which it estimates the quantities of oil
and gas reserves in 2009 and the limitation on its capitalized costs as of December 31, 2009.

A company’s internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles. A company’s internal control over
financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company;
(i) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of
the company are being made only in accordance with authorizations of management and directors of the
company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial
statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

Isl PricewaterhouseCoopers LLP
PricewaterhouseCoopers LLP
Tulsa, Oklahoma

March 1, 2011
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CHESAPEAKE ENERGY CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

CURRENT ASSETS:
Cash and cash equivalents . ......... . . .. . . . .
Accountsreceivable . ... ....... ... ..
Short-term derivative instruments . ... ..
Deferred income tax asset . ...
Othercurrent @ssets . . ... ..

Total Current ASSets . . ...

PROPERTY AND EQUIPMENT:
Natural gas and oil properties, at cost based on full-cost accounting:
Evaluated natural gas and oil properties . . ........ ... .
Unevaluated properties . ... ... ..
Natural gas gathering systems and treatingplants .......... ... ... ... ... .......
Other property and equipment . .. ... ..

Total Property and Equipment,at Cost . ........ ... ... ... .. ... ... ... .. ...,
Less: accumulated depreciation, depletion and amortization ...................
Total Property and Equipment, Net . ...... ... ... ... .. ... .. ... ... ... ......

OTHER ASSETS:
INVESIMENtS . . ..
Long-term derivative instruments . .......... . ...
Other long-term assets . . .. ... o

Total Other Assets . . ...
TOT AL ASSETS ..

CURRENT LIABILITIES:
Accounts payable .. ...
Short-term derivative instruments . . ... .. .
Accrued interest . ... ...,
Other current liabilities . . ... .

Total Current Liabilities . . ...

LONG-TERM LIABILITIES:
Long-term debt, net . ...... .. ..
Deferred income tax liabilities .. ........ . .
Long-term derivative instruments . ......... . .
Asset retirement obligations . ... ...
Other long-term liabilities .. ... .. .

Total Long-Term Liabilities .. ......... ... . e

CONTINGENCIES AND COMMITMENTS (Note 4)
EQUITY:
Chesapeake Stockholders’ Equity:
Preferred Stock, $0.01 par value, 20,000,000 shares authorized:
7,254,515 and 4,659,515 shares issued and outstanding .. ....................
Common stock, $0.01 par value, 1,000,000,000 shares authorized, 655,251,275
and 648,549,165 sharesissued . . ...
Paid-incapital .. ....... . ..
Retained earnings (deficit) ......... .
Accumulated other comprehensive income (loss), net of tax of $102 million and
($62) million, respectively . .. ...
Less: treasury stock, at cost; 1,221,299 and 877,205 common shares as of
December 31, 2010 and 2009, respectively ........... ... .. ... .. .. ...

Total Chesapeake Stockholders’ Equity ........... ... . ...
Noncontrolling interest .. ... . .

Total EQUItY . ..o
TOTAL LIABILITIES AND EQUITY ... ... e

December 31,

2010 2009

($ in millions)
$ 102 $§ 307
1,974 1,325
947 692
139 24
104 98
3,266 2,446
38,952 35,007
14,469 10,005
1,545 3,516
3,726 3,235
58,692 51,763
(26,314)  (25,053)
32,378 26,710
1,208 404
— 60
327 294
1,535 758
$ 37,179 $ 29,914
$ 2069 $ 957
15 27
191 218
2,215 1,486
4,490 2,688
12,640 12,295
2,384 1,059
1,693 787
301 282
407 462
17,425 14,885
3,065 466
7 6
12,194 12,146
190  (1,261)
(168) 102
(24) (15)
15,264 11,444
— 897
15,264 12,341

$ 37,179 $ 29,914

The accompanying notes are an integral part of these consolidated financial statements.
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CHESAPEAKE ENERGY CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

Years Ended December 31,
2010 2009 2008
($ in millions, except per share data)

REVENUES:
Natural gasandoilsales ............ ... ... ... ... ... $ 5,647 $ 5,049 $ 7,858
Marketing, gathering and compressionsales ................... 3,479 2,463 3,598
Service operationsrevenue ............... ... 240 190 173
Total REVENUES . . ... 9,366 7,702 11,629
OPERATING COSTS:
Productionexpenses ............. ... . ... 893 876 889
Productiontaxes ........ ... . .. 157 107 284
General and administrative expenses .. ....................... 453 349 377
Marketing, gathering and compression expenses . .............. 3,352 2,316 3,505
Service operations eXpense . . ... 208 182 143
Natural gas and oil depreciation, depletion and amortization ...... 1,394 1,371 1,970
Depreciation and amortization of otherassets .................. 220 244 174
Impairment of natural gas and oil properties . ................... — 11,000 2,800
(Gains) losses on sales of other property and equipment ......... (137) 38 —
Otherimpairments ........... .. . 21 130 30
Restructuring costs .. ... . — 34 —
Total OperatingCosts . ......... ... ... ... 6,561 16,647 10,172
INCOME (LOSS) FROM OPERATIONS ........................ 2,805 (8,945) 1,457
OTHER INCOME (EXPENSE):
Interest eXpense . ... (19) (113) (271)
Earnings (losses) from equity investees ....................... 227 (39) (38)
Losses on redemptions or exchanges ofdebt .................. (129) (40) (4)
Impairment of investments . ......... ... ... ... ... ... ... .. (16) (162) (180)
Otherincome . ... .. 16 11 27
Total Other Income (Expense) ........... .. ... ... 79 (343) (466)
INCOME (LOSS) BEFORE INCOME TAXES .................... 2,884 (9,288) 991
INCOME TAX EXPENSE (BENEFIT):
Currentincometaxes ............. . i — 4 423
Deferred incometaxes ........ ... i 1,110 (3,487) (36)
Total Income Tax Expense (Benefit) ........................ 1,110 (3,483) 387
NETINCOME (LOSS) ........ .. e 1,774 (5,805) 604
Net (income) attributable to noncontrolling interest . ............. — (25) —
NET INCOME (LOSS) ATTRIBUTABLE TO CHESAPEAKE . ...... 1,774 (5,830) 604
Preferred stock dividends . ............ ... ... .. ... ... .. ... (111) (23) (33)
Loss on conversion/exchange of preferred stock ................ — — (67)
NET INCOME (LOSS) AVAILABLE TO COMMON
STOCKHOLDERS . ...... ... .. i $ 1,663 $ (5,853) $ 504
EARNINGS (LOSS) PER COMMON SHARE:
BasiC . ... $ 263 $ (9.57) $ 0.94
Diluted . ... $ 251 § (9.57) $ 0.93
CASH DIVIDEND DECLARED PER COMMON SHARE ........... $ 030 $ 0.30 $ 0.2925
WEIGHTED AVERAGE COMMON AND COMMON EQUIVALENT
SHARES OUTSTANDING (in millions):
BasiC ... 631 612 536
Diluted . ... 706 612 545

The accompanying notes are an integral part of these consolidated financial statements.
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CHESAPEAKE ENERGY CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31,

2010 2009 2008
($ in millions)
CASH FLOWS FROM OPERATING ACTIVITIES:
NET INCOME (LOSS) . .. ...t e e e e $ 1,774 $ (5805)% 604
ADJUSTMENTS TO RECONCILE NET INCOME TO CASH PROVIDED BY
OPERATING ACTIVITIES:
Depreciation, depletion and amortization ........... ... .. ... .. ... . . ... 1,614 1,615 2,144
Deferred income tax expense (benefit) ......... ... ... . 1,110 (3,487) (36)
Unrealized (gains) losses on derivatives . ........ ... .. .. .. . . ... 592 497 (712)
Realized (gains) losses on financing derivatives . ......... ... ... .. ... .. .. .... (621) (154) 38
Stock-based compensation ... . 147 140 132
Accretion of discount on contingent convertiblenotes ............... ... .. .. ... 78 79 79
Restructuring Costs . ... ... . — 12 —
(Gains) losses on sales of other property and equipment . .. ..................... (137) 38 —
(Gains) losses on equity investments .. ... .. (107) 39 38
Losses on redemptions or exchangesofdebt . ....... ... ... ... .. .. ... . 29 40 4
Impairment of natural gas and oil properties ............ ... ... .. .. ... — 11,000 2,800
Impairment of investments . .......... . .. ... 16 162 180
Otherimpairments . ... ... e e e 21 130 30
Other . 32 27 (2)
(Increase) decrease in accounts receivable and otherassets .................... (769) (31) (22)
Increase (decrease) in accounts payable, accrued liabilities and other . ............ 1,338 54 80
Cash provided by operating activities . ........... ... ... ... .. ... . . ... 5,117 4,356 5,357
CASH FLOWS FROM INVESTING ACTIVITIES:
Exploration and development of natural gas and oil properties ................... (5,242) (3,572) (6,104)
Acquisitions of natural gas and oil proved and unproved properties ............... (6,945) (2,268) (8,593)
Additions to other property and equipment ............. ... .. . ... ... (1,326) (1,683) (3,073)
Proceeds from divestitures of proved and unproved properties ................... 4,292 1,926 7,670
Proceeds from sales of otherassets ........... .. ... . .. .. . . .. 883 176 219
Additions to investments . ... .. .. (134) (40) (74)
Other .o (31) ) (10)
Cash used ininvesting activities . ......... ... . . . (8,503) (5,462) (9,965)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from credit facilities borrowings . .......... ... .. 15,117 7,761 13,291
Payments on credit facilities borrowings . ......... ... ... .. . . (13,303) (9,758) (11,307)
Proceeds from issuance of senior notes, net of offeringcosts . ................... 1,967 1,346 2,136
Proceeds from issuance of preferred stock, net of offeringcosts . .. ............... 2,562 — —
Proceeds from issuance of common stock, net of offeringcosts .................. — — 2,598
Cash paidtoredeemdebt ... ... .. .. . . . (3,434) — (312)
Cash paid for common stock dividends ........... ... ... ... .. ... (189) (181) (148)
Cash paid for preferred stock dividends . .......... ... ... ... ... . . . . .. (92) (23) (35)
Proceeds from sale of noncontrolling interest in midstream joint venture ........... — 588 —
Realized gains on financing derivatives . .......... .. ... . .. . . i 621 109 (167)
Proceeds from mortgage of building . .. ... .. — 54 —
Proceeds from sale/leaseback of real estate surface assets ..................... — 145 —
Net increase (decrease) in outstanding payments in excess of cash balance ....... 20 (249) 330
Other .o (88) (128) (30)
Cash provided by (used in) financing activities ........... .. ... ... ... .. ... 3,181 (336) 6,356
Net increase (decrease) in cash and cashequivalents . . .......................... (205) (1,442) 1,748
Cash and cash equivalents, beginningof period .. ......... .. ... ... ... .. .. ..., 307 1,749 1
Cash and cash equivalents, end of period .. ......... .. .. ... .. .. ... ... $ 102 $ 307 $§ 1,749

The accompanying notes are an integral part of these consolidated financial statements.
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SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION OF CASH PAYMENTS FOR:
Years Ended December 31,

2010 2009 2008
($ in millions)
Interest, net of capitalized interest . ......... ... ... ... .. .. .. ... $ 11 $ 64 $ 97
Income taxes, net of refundsreceived ............ ... ... ... ... .. ... $ (291) $ 79 296

SUPPLEMENTAL SCHEDULE OF NON-CASH INVESTING AND FINANCING ACTIVITIES:

As of December 31, 2010, 2009 and 2008, dividends payable on our common and preferred stock were
$90 million, $53 million and $50 million, respectively.

In 2010, 2009 and 2008, natural gas and oil properties were adjusted by $161 million, ($93) million and
($4) million, respectively, as a result of an increase (decrease) in accrued acquisition, exploration and
development costs.

In 2010, 2009 and 2008, other property and equipment were adjusted by $14 million, ($53) million and
$125 million, respectively, as a result in an increase (decrease) in accrued costs.

As of December 31, 2010 and 2009, we had recorded $371 million and $244 million, respectively, of
various liabilities related to the purchase of proved and unproved properties.

In 2010, 2009 and 2008, holders of certain of our contingent convertible senior notes exchanged their
notes for shares of common stock in privately negotiated exchanges as summarized below:

Number of

Contingent Convertible Common Shares

Year Senior Notes Principal Amount Issued

($ in millions) (in thousands)

2010 2.25% due 2038 $ 11 299
2009 2.25% due 2038 $ 364 10,210
2008 2.75% due 2035 $ 239 8,841
2.50% due 2037 272 8,417
2.25% due 2038 254 6,655
$ 765 23,913

In 2009 and 2008, we issued 24,822,832 and 1,677,000 shares of common stock, valued at $429 million
and $34 million, respectively, for the purchase of proved and unproved properties pursuant to an acquisition
shelf registration statement.

In 2010, 2009 and 2008, shares of our cumulative convertible preferred stock were exchanged for or
converted into shares of common stock as summarized below:

Year of Cumulative Number Number Type
Exchange/ Convertible of of o
Conversion Preferred Stock Preferred Shares Common Shares Transaction
(in thousands)
2010 5.0% (series 2005) 5 21 Conversion
2009 6.25% 144 1,239 Conversion
4.125% 3 183 Conversion
1,422
2008 5.0% (series 2005B) 3,654 10,443 Exchange
4.5% 891 2,228 Exchange
4.125% —@) 2 Conversion
12,673

(a) Nominal amount.
The accompanying notes are an integral part of these consolidated financial statements.
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Years Ended December 31,

2010 2009 2008
($ in millions, except per share data)

PREFERRED STOCK:
Balance, beginningof period . ......... ... ... ... .. ... $ 466 $ 505 $ 960
Issuance of 1,500,000, 0 and 0 shares of 5.75% preferred stock . . . . 1,500 — —
Issuance of 1,100,000, 0 and 0 shares of 5.75% preferred stock
(SEMES A) .o 1,100 — —
Conversion or exchange of 5,000, 146,801 and 4,545,414 shares of
preferred stock for commonstock ................. ... .. .... (1) (39) (455)
Balance,endof period ........ ... ... .. . ... 3,065 466 505
COMMON STOCK:
Balance, beginning of period ......... .. ... .. .. .. . oL 6 6 5

Conversion or exchange of convertible notes and preferred stock for

319,274, 11,632,594 and 36,586,347 shares of common stock . .. — — —
Issuance of 0, 0, and 51,750,000 shares of common stock ........ — — 1
Issuance of 0, 24,822,832 and 1,677,000 shares of common stock

for the purchase of proved and unproved properties ............ — — —

Stock-based compensation ........ ... 1 — —
Balance,endof period ........ ... ... ... .. ... 7 6 6
PAID-IN CAPITAL:

Balance, beginningof period ........... ... .. .. .. .. . ... 12,146 11,680 7,532
Issuance of 0, 0, and 51,750,000 shares of common stock ........ — — 2,697
Issuance of 0, 24,822,832 and 1,677,000 shares of common stock

for the purchase of proved and unproved properties ............ — 421 34
Issuance of 2.25% contingent convertible senior notes due 2038 . .. — — 345
Conversion or exchange of convertible notes and preferred stock for

319,274, 11,632,594 and 36,586,347 shares of common stock . .. 9 301 934
Stock-based compensation ............. . 226 199 188
Offering/transaction expenses . ........ ..., (38) (16) (101)
Dividends on common stock ............ ... ... ... . ... . ... (95) (185) —
Dividends on preferred stock .. ......... ... .. .. .. .. .. . . ... (44) (22) —
Exercise of stock options . ......... ... . . 3 4 8
Allocation of joint venture capital to Global Infrastructure Partners .. — (294) —
Tax effect on equalization of partners’ capital ................... — 106 —
Tax benefit (reduction in tax benefit) from exercise of stock-based

COMPENSAtiON . . .. (13) (48) 43
Balance,endofperiod ....... ... ... .. ... 12,194 12,146 11,680

The accompanying notes are an integral part of these consolidated financial statements.
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RETAINED EARNINGS (DEFICIT):

Balance, beginningofperiod ........... ... .. .. .. ... ... . ...

Net income (loss) attributable to Chesapeake ..................

Cumulative effect of accounting change, net of income taxes of
$89million . ... ..

Dividends on common stock ........... ... ... ... i

Dividends on preferred stock ......... ... ... ... ... ... .. ... ...

Balance,endof period ....... ... ... . .. ...

ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS):

Balance, beginningof period . ........ ... ... ... ... ... ...
Hedging activity . ... ... ..
Investment activity ... . .

Balance,endofperiod ........... ... ... ... ... .

TREASURY STOCK — COMMON:

Balance, beginningof period ........... ... .. ... ... .

Purchase of 351,163, 227,827 and 159,430 shares for company
benefitplans . ...... ... . . . .

Release of 7,069, 7,898 and 2,975 shares for company benefit
PlaNS . . o

Balance,endofperiod .......... .. ... . ... ...

TOTAL CHESAPEAKE STOCKHOLDERS’ EQUITY ..............
NONCONTROLLING INTEREST:

Balance, beginningof period ........... ... .. ... ... .
Sale of noncontrolling interest in midstream joint venture .........
Allocation of joint venture capital to Global Infrastructure

Partners . ... .
Distribution to partner . ......... ... . .
Chesapeake Midstream Partners net income attributable to Global

Infrastructure Partners .. ...... ... ... ... .. .. . .. ...
Deconsolidation of investment in Chesapeake Midstream

Partners . ... .. e

Balance,endofperiod .......... .. ... . ... ...

TOTAL EQUITY ... e

The accompanying notes are an integral part of these consolidated financial statements.
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Years Ended December 31,

2010

2009

2008

($ in millions, except per share data)

$ (1261) $ 4569 $ 4,144
1,774 (5,830) 604

(142) — —

(95) — (158)

(86) — (21)

190 (1,261) 4,569

102 267 (11)

(265) (231) 297

(5) 66 (19)

(168) 102 267

(19) (10) (6)

9) (5) (4)

(24) (15) (10)
15,264 11,444 17,017
897 — _

— 588 —

— 294 _

(897) — —

— 897 —

$ 15264 $ 12,341 $ 17,017




CHESAPEAKE ENERGY CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31,

2010 2009 2008
($ in millions)
Netincome (IoSS) . ...ttt $ 1774 $ (5,805) $ 604
Other comprehensive income (loss), net of income tax:
Change in fair value of derivative instruments, net of income taxes of
$129 million, $413 million and $113 million, respectively ........... 212 677 186
Reclassification of (gain) loss on settled contracts, net of income taxes
of ($298) million, ($540) million and $35 million, respectively ....... (491) (885) 55
Ineffective portion of derivatives qualifying for cash flow hedge
accounting, net of income taxes of $9 million, ($14) million and $34
million, respectively . ........ .. ... . 14 (23) 56
Unrealized (gain) loss on marketable securities, net of income taxes of
($3) million, $14 million and ($12) million, respectively ............ (5) 23 (19)
Reclassification of loss on investments, net of income taxes of $0, $26
million and $0, respectively .......... ... ... ... ... . ... ... — 43 —
Comprehensive income (I0SS) . ...t 1,504 (5,970) 882
(Income) attributable to noncontrolling interest . ....................... — (25) —
Comprehensive income (loss) available to Chesapeake . ................ $ 1504 $ (5,995) $ 882

The accompanying notes are an integral part of these consolidated financial statements.
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CHESAPEAKE ENERGY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Basis of Presentation and Summary of Significant Accounting Policies
Description of Company

Chesapeake Energy Corporation (“Chesapeake” or the “company”) is a natural gas and oil exploration and
production company engaged in the exploration, development and acquisition of properties for the production
of natural gas and oil from underground reservoirs, and we provide marketing and other midstream services.
Our properties are located in Alabama, Arkansas, Colorado, Kansas, Kentucky, Louisiana, Maryland, Michigan,
Mississippi, Montana, Nebraska, New Mexico, New York, North Dakota, Ohio, Oklahoma, Pennsylvania,
Tennessee, Texas, Utah, Virginia, West Virginia and Wyoming.

Principles of Consolidation

The accompanying consolidated financial statements of Chesapeake include the accounts of our direct
and indirect wholly owned subsidiaries. All significant intercompany accounts and transactions have been
eliminated.

Change in Accounting Principles

Effective January 1, 2010, in accordance with new authoritative guidance for variable interest entities, we
ceased consolidating our midstream joint venture with Global Infrastructure Partners within our financial
statements and began to account for the joint venture under the equity method (see Note 12). Adoption of this
new guidance resulted in an after-tax cumulative effect charge to retained earnings of $142 million, which is
reflected in our consolidated statement of equity for the year ended December 31, 2010. This charge reflects
the difference between the carrying value of our initial investment in the joint venture, which was recorded at
carryover basis as an entity under common control, and the fair value of our equity in the joint venture as of the
formation date.

Accounting Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the dates of the financial statements and the
reported amounts of revenues and expenses during the reporting periods. Actual results could differ from those
estimates.

Cash Equivalents

For purposes of the consolidated financial statements, Chesapeake considers investments in all highly
liquid instruments with original maturities of three months or less at date of purchase to be cash equivalents.

Accounts Receivable

Our accounts receivable are primarily from purchasers of natural gas and oil and exploration and
production companies which own interests in properties we operate. This industry concentration has the
potential to impact our overall exposure to credit risk, either positively or negatively, in that our customers may
be similarly affected by changes in economic, industry or other conditions. We monitor the creditworthiness of
all our counterparties. We generally require letters of credit for receivables from customers which are judged to
have sub-standard credit, unless the credit risk can otherwise be mitigated. During 2010 and 2008, we
recognized nominal amounts of bad debt expense related to potentially uncollectible receivables. During 2009,
we recognized $13 million of bad debt expense related to potentially uncollectible receivables.
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Accounts receivable consists of the following components:

December 31,

2010 2009
($ in millions)
Naturalgas andoilsales .............. . i i $ 821 §$ 743
Jointinterest . ... ... 977 394
Service operations . ... .. 10 7
Related parties(@ ... ... . . e 30 15
Other .o 154 190
Allowance for doubtful accounts . .......... .. ... .. . . (18) (24)
Total accounts receivable . ............. .. . . .. $ 1,974 $ 1,325

(a) See Note 6 for discussion of related party transactions.
Natural Gas and Oil Properties

Chesapeake follows the full-cost method of accounting under which all costs associated with property
acquisition, exploration and development activities are capitalized. We capitalize internal costs that can be
directly identified with our acquisition, exploration and development activities and do not include any costs
related to production, general corporate overhead or similar activities (see Note 10). Capitalized costs are
amortized on a composite unit-of-production method based on proved natural gas and oil reserves. Estimates
of our proved reserves as of December 31, 2010 were prepared by both third-party engineering firms and
Chesapeake’s internal staff. Approximately 78% of these proved reserves estimates (by volume) at
December 31, 2010 were prepared by independent engineering firms. In addition, our internal engineers review
and update our reserves on a quarterly basis. The average composite rates used for depreciation, depletion
and amortization of natural gas and oil properties were $1.35 per mcfe in 2010, $1.51 per mcfe in 2009 and
$2.34 per mcfe in 2008.

Proceeds from the sale of properties are accounted for as reductions of capitalized costs unless such
sales involve a significant change in proved reserves and significantly alter the relationship between costs and
the value of proved reserves, in which case a gain or loss is recognized.

The costs of unproved properties are excluded from amortization until the properties are evaluated. We
review all of our unevaluated properties quarterly to determine whether or not and to what extent proved
reserves have been assigned to the properties and otherwise if impairment has occurred. Unevaluated
properties are grouped by major prospect area where individual property costs are not significant and are
assessed individually when individual costs are significant.

We review the carrying value of our natural gas and oil properties under the full-cost accounting rules of
the Securities and Exchange Commission on a quarterly basis. This quarterly review is referred to as a ceiling
test. Under the ceiling test, capitalized costs, less accumulated amortization and related deferred income taxes,
may not exceed an amount equal to the sum of the present value of estimated future net revenues (adjusted
for cash flow hedges) less estimated future expenditures to be incurred in developing and producing the proved
reserves, less any related income tax effects. In calculating estimated future net revenues, current prices are
calculated as the unweighted arithmetical average of natural gas and oil prices on the first day of each month
within the 12-month period ended. Costs used are those as of the end of the appropriate quarterly period. Such
prices are utilized except where different prices are fixed and determinable from applicable contracts for the
remaining term of those contracts, including the effects of derivatives qualifying as cash flow hedges. Based on
average prices on the first day of each month within the 12-month period ending December 31, 2010, these
cash flow hedges increased the full-cost ceiling by $176 million. Our qualifying cash flow hedges as of
December 31, 2010, which consisted of swaps, covered 450 bcfe and 13 bcfe in 2011 and 2012, respectively.
Our natural gas and oil hedging activities are discussed in Note 9 of these consolidated financial statements.
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Two primary factors impacting the ceiling test are reserve levels and natural gas and oil prices, and their
associated impact on the present value of estimated future net revenues. Revisions to estimates of natural gas
and oil reserves and/or an increase or decrease in prices can have a material impact on the present value of
estimated future net revenues. Any excess of the net book value, less deferred income taxes, is written off as
an expense.

We account for seismic costs in accordance with Rule 4-10 of Regulation S-X. Specifically, Rule 4-10
requires that all companies that use the full-cost method capitalize exploration costs as part of their natural gas
and oil properties (i.e., full-cost pool). Exploration costs may be incurred both before acquiring the related
property and after acquiring the property. Further, exploration costs include, among other things, geological
and geophysical studies and salaries and other expenses of geologists, geophysical crews and others
conducting those studies. Such costs are capitalized as incurred. Seismic costs directly associated with the
acquisition and evaluation of unproved properties are excluded from the amortization computation until it is
determined whether or not proved reserves can be assigned to the properties. The company reviews its
unproved properties and associated seismic costs quarterly in order to ascertain whether impairment has
occurred. To the extent that seismic costs cannot be directly associated with specific unevaluated properties,
they are included in the amortization base as incurred.

Other Property and Equipment

Other property and equipment consists primarily of natural gas gathering systems and treating plants,
drilling rigs and associated equipment, land, buildings and improvements, natural gas compressors, vehicles
and office equipment. Major renewals and betterments are capitalized while the costs of repairs and
maintenance are charged to expense as incurred. The costs of assets retired or otherwise disposed of and the
applicable accumulated depreciation are removed from the accounts, and the resulting gain or loss is reflected
in operating costs. Other property and equipment costs, excluding land, are depreciated on a straight-line
basis. A summary of other property and equipment and the useful lives is as follows:

December 31,

2010 2009 Useful Life
($ in millions) (in years)
Natural gas gathering systems and treatingplants . ............... $ 1,545 § 3,516 20
Buildings and improvements .. ........... .. 902 805 10-39
Drilling rigs and equipment . ...... ... .. ... . ... ... 900 687 3-15
Natural gas COmMpPressors . ... 304 325 20
Land ... 911 868 —
Other .o 709 550 2-7
Total other property and equipment, atcost ................... 5,271 6,751
Less: accumulated depreciation and amortization ................ (720) (834)
Total other property and equipment,net ...................... $ 4551 §$ 5,917

Realization of the carrying value of other property and equipment is reviewed for possible impairment
whenever events or changes in circumstances indicate that the carrying amount may not be recoverable.
Assets are determined to be impaired if a forecast of undiscounted estimated future net operating cash flows
directly related to the asset, including disposal value, if any, is less than the carrying amount of the asset. If any
asset is determined to be impaired, the loss is measured as the amount by which the carrying amount of the
asset exceeds its fair value. An estimate of fair value is based on the best information available, including
prices for similar assets. For 2010, we recorded an impairment of $21 million to natural gas gathering systems
primarily related to the obsolescence of certain midstream assets. For 2009, we recorded an impairment of $86
million associated with certain of our midstream assets and $27 million associated with certain of our service
operations assets. For 2008, we recorded an impairment of $30 million associated with certain of our
midstream assets.

Investments

Investments in securities are accounted for under the equity method in circumstances where we are
deemed to exercise significant influence over the operating and investing policies of the investee but do not
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have control. Under the equity method, we recognize our share of the investee’s earnings in our consolidated
statements of operations. Investments in securities not accounted for under the equity method are accounted
for under the cost method. Investments in marketable equity securities accounted for under the cost method
have been designated as available for sale and, as such, are recorded at fair value. We evaluate our
investments for impairment in value and recognize a charge to earnings when any identified impairment is
judged to be other than temporary. For 2010, 2009 and 2008, we recorded investment impairments of $16
million, $162 million and $180 million, respectively. See Note 12 for further discussion of investments.

Capitalized Interest

During 2010, 2009 and 2008, interest of approximately $711 million, $627 million and $585 million,
respectively, was capitalized on significant investments in unproved properties that were not being currently
depreciated, depleted or amortized and on which exploration activities were in progress. An additional $5
million and $6 million was capitalized in 2010 and 2009, respectively, on midstream assets which were under
construction. Interest is capitalized using a weighted average interest rate based on our outstanding
borrowings.

Accounts Payable and Other Current Liabilities

Included in accounts payable at December 31, 2010 and 2009, are liabilities of approximately $251 million
and $231 million, respectively, representing the amount by which checks issued, but not yet presented to our
banks for collection, exceeded balances in applicable bank accounts. Other current liabilities as of
December 31, 2010 and 2009 are detailed below:

December 31,

2010 2009
($ in millions)

Revenues and royalties due others . ...... ... ... ... ... .. ... ... ... $ 732 $ 565
Accrued drilling and productioncosts . .......... ... .. . 398 230
Accrued acquisition CoSts . ... ... . . 371 244
JIB prepaymentsreceived . .......... . . 221 102
Accrued payroll . ... 123 96
Accrued diVIdENdS . ... . 90 53
O her . 280 196

Total Other Current Liabilities . .......... ... .. . .. $ 2215 $ 1,486

Debt Issuance and Hedge Facility Costs

Included in other long-term assets are costs associated with the issuance of our senior notes and costs
associated with our revolving bank credit facilities and hedging facilities. The remaining unamortized issuance
costs at December 31, 2010 and 2009 totaled $162 million and are being amortized over the life of the senior
notes, revolving credit facilities or hedging facilities.

Asset Retirement Obligations

We recognize liabilities for retirement obligations associated with the retirement of tangible long-lived
assets that result from the acquisition, construction and development of the assets. We recognize the fair value
of a liability for a retirement obligation in the period in which the liability is incurred. For natural gas and oll
properties, this is the period in which a natural gas or oil well is acquired or drilled. The asset retirement
obligation is capitalized as part of the carrying amount of our natural gas and oil properties at its discounted fair
value. The liability is then accreted each period until the liability is settled or the well is sold, at which time the
liability is removed. See Note 15 for further discussion of asset retirement obligations.

Revenue Recognition

Natural Gas and Oil Sales. Revenue from the sale of natural gas and oil is recognized when title passes,
net of royalties due to third parties.
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Natural Gas Imbalances. We follow the “sales method” of accounting for our natural gas revenue whereby
we recognize sales revenue on all natural gas sold to our purchasers, regardless of whether the sales are
proportionate to our ownership in the property. An asset or a liability is recognized to the extent that we have
an imbalance in excess of the remaining natural gas reserves on the underlying properties. The natural gas
imbalance net position at December 31, 2010 and 2009 was a liability of $7 million.

Marketing Gathering and Compression Sales. Chesapeake takes title to the natural gas it purchases from
other working interest owners in operated wells, arranges for transportation and delivers the natural gas to third
parties, at which time revenues are recorded. Chesapeake’s results of operations related to its natural gas and
oil marketing activities are presented on a “gross” basis, because we act as a principal rather than an agent.
Gathering and compression revenues consist of fees recognized for the gathering, treating and compression of
natural gas. Revenues are recognized when the service is performed and are based upon non-regulated rates
and the related gathering, treating and compression volumes. All significant intercompany accounts and
transactions have been eliminated.

Service Operations Revenue. We have drilling rig and trucking operations which primarily service
Chesapeake-operated drilling operations. Revenues are recognized when the service is performed. All
significant intercompany accounts and transactions have been eliminated.

Hedging

Chesapeake uses commodity price and financial risk management instruments to mitigate our exposure to
price fluctuations in natural gas and oil and changes in interest rates and foreign exchange rates. Results of
natural gas and oil derivative transactions are reflected in natural gas and oil sales and results of interest rate
and foreign exchange rate hedging transactions are reflected in interest expense.

We have established the fair value of our derivative instruments utilizing established index prices, volatility
curves and discount factors. These estimates are compared to our counterparty values for reasonableness.
Derivative transactions are subject to the risk that counterparties will be unable to meet their obligations. Such
non-performance risk is considered in the valuation of our derivative instruments, but to date has not had a
material impact on the values of our derivatives. The values we report in our financial statements are as of a
point in time and subsequently change as these estimates are revised to reflect actual results, changes in
market conditions and other factors.

Accounting guidance for derivative instruments and hedging activities establishes accounting and reporting
standards requiring that derivative instruments (including certain derivative instruments embedded in other
contracts) be recorded at fair value and included in the consolidated balance sheet as assets or liabilities. The
accounting for changes in the fair value of a derivative instrument depends on the intended use of the
derivative and the resulting designation, which is established at the inception of a derivative. For derivative
instruments designated as cash flow hedges, changes in fair value, to the extent the hedge is effective, are
recognized in other comprehensive income until the hedged item is recognized in earnings. Any change in the
fair value resulting from ineffectiveness is recognized immediately in natural gas and oil sales. For interest rate
derivative instruments designated as fair value hedges, changes in fair value are recorded on the consolidated
balance sheets as assets (liabilities), and the debt’s carrying value amount is adjusted by the change in the fair
value of the debt subsequent to the initiation of the derivative. Differences between the changes in the fair
values of the hedged item and the derivative instrument, if any, represent gains or losses on ineffectiveness
and are reflected currently in interest expense. Hedge effectiveness is measured at least quarterly based on
the relative changes in fair value between the derivative contract and the hedged item over time. Changes in
fair value of contracts that do not qualify as hedges or are not designated as hedges are also recognized
currently in earnings. Cash settlements of our derivative arrangements are generally classified as operating
cash flows unless the derivative contains a significant financing element at contract inception, in which case
these cash settlements are classified as financing cash flows in the accompanying consolidated statement of
cash flows.
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Stock-Based Compensation

Chesapeake’s stock-based compensation programs consist of restricted stock and stock options issued to
employees and non-employee directors. We recognize in our financial statements the cost of employee
services received in exchange for awards of equity instruments based on the fair value at the date of grant of
those awards. We utilize the Black-Scholes option pricing model to measure the fair value of stock options. To
the extent compensation cost relates to employees directly involved in natural gas and oil exploration and
development activities, such amounts are capitalized to natural gas and oil properties. Amounts not capitalized
to natural gas and oil properties are recognized as general and administrative expenses, production expenses,
marketing, gathering and compression expenses or service operations expense.

For the years ended December 31, 2010, 2009 and 2008, we recorded the following stock-based
compensation:

2010 2009 2008
($ in millions)
Natural gas and oil properties ............ . ... i $ 120 $ 112 § 109
General and administrative expenses . .. ........... ... i, 84 74 85
Production eXpenses .. ... 35 34 30
Marketing, gathering and compression expenses ...................... 18 16 11
Service operations EXPeNnSe . .. .. .. 9 8 6
Restructuring costs . ... ... — 9 —
Total ... $ 266 $ 253 § 241

Cash inflows resulting from tax deductions in excess of compensation expense recognized for stock
options and restricted stock (“excess tax benefits”) are classified as financing cash inflows in our consolidated
statements of cash flows. For the years ended December 31, 2010 and 2009, we recognized a reduction in tax
benefits related to stock-based compensation of $13 million and $48 million which is reported in operating
activities on our consolidated statements of cash flows. For the year ended December 31, 2008, we recognized
$43 million of excess tax benefits from stock-based compensation as cash provided by financing activities on
our consolidated statements of cash flows.

Reclassifications

Certain reclassifications have been made to the consolidated financial statements for 2009 and 2008 to
conform to the presentation used for the 2010 consolidated financial statements.
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2. NetIncome Per Share

Accounting guidance for Earnings Per Share (EPS) requires presentation of “basic” and “diluted” earnings
per share on the face of the statements of operations for all entities with complex capital structures as well as a
reconciliation of the numerator and denominator of the basic and diluted EPS computations.

For the year ended December 31, 2010, all outstanding securities that are convertible into common stock
were included in the calculation of diluted EPS. For the years ended December 31, 2009 and 2008, the
following securities and associated adjustments to net income, comprised of dividends and loss on
conversions/exchanges, were not included in the calculation of diluted EPS, as the effects were antidilutive:

Net Income
Adjustments Shares

($ in millions) (in millions)

Year Ended December 31, 2009:
Common stock equivalent of our preferred stock outstanding:

4.50% cumulative convertible preferred stock ......................... $ 12 6

5.00% cumulative convertible preferred stock (series 2005B) ............ $ 10 5
Common stock equivalent of our preferred stock outstanding prior to

conversion:

6.25% mandatory convertible preferred stock ............. ... ... ... .. $ 1 1
Unvested restricted stock . ... .. $ — 6
Outstanding stock options . .. ... ... $ — 1
Year Ended December 31, 2008:

Common stock equivalent of our preferred stock outstanding:

4.50% cumulative convertible preferred stock .................... .. ... $ 12 6

5.00% cumulative convertible preferred stock (series 2005B) ............ $ 10 5

6.25% mandatory convertible preferred stock ............. ... ... ... .. $ 2 1
Common stock equivalent of our preferred stock outstanding prior to

conversion:
4.50% cumulative convertible preferred stock ......................... $ 14 1
5.00% cumulative convertible preferred stock (series 2005B) ............ $ 62 4

As a result of the net loss to common stockholders for the year ended December 31, 2009, both basic
weighted average shares outstanding, which are used in computing basic EPS, and diluted weighted average
shares outstanding, which are used in computing diluted EPS, were 612 million shares. The basic and diluted
loss per common share was $9.57.
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A reconciliation for the years ended December 31, 2010 and 2008 is as follows:

For the Year Ended December 31, 2010:
BasicEPS ........... ... .. ..

Effect of Dilutive Securities:
Assumed conversion as of the beginning of the period
of preferred shares outstanding during the period:
Common shares assumed issued for 5.75%
cumulative convertible preferred stock .........
Common shares assumed issued for 5.75%
cumulative convertible preferred stock
(series A) ..o
Common shares assumed issued for 5.00%
cumulative convertible preferred stock
(series 2005B) ... .
Common shares assumed issued for 4.50%
cumulative convertible preferred stock .........
Unvested restricted stock ........... ... ... ... ...
Outstanding stock options .. .......................

Diluted EPS . ... ... ... ... .. ...

For the Year Ended December 31, 2008:
BasicEPS ......... ... ... ...

Effect of Dilutive Securities:

Effect of contingent convertible senior notes
outstanding duringthe period ....................

Unvested restricted stock .........................

Qutstanding stock options .. .......................

Diluted EPS .. ... ... .. ... . ...l
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Income Shares Per Share
(Numerator) (Denominator) Amount

(in millions, except per share data)

$ 1,663 631 § 2.63
49 32
39 25
11 5
12 6
— 6
— 1
1,774 706 $ 2.51
504 536 $ 0.94
— 1
— 6
— 2
504 545 § 0.93
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3. Debt

Our long-term debt consisted of the following at December 31, 2010 and 2009:

December 31,

2010 2009
($ in millions)

7.5% seniornotes due 2013 . .. ... . $ — 3 364
7.625% seniornotes due 2013 . . . ... . ... 500 500
7.0% seniornotes due 2014 . . . ... . .. — 300
7.5% seniornotes due 2014 . . . ... ... — 300
6.375% seniornotes due 2015 . . . ... ... — 600
9.5% seniornotes due 2015 . . ... ... 1,425 1,425
6.625% seniornotes due 2016 . . . ... ... ... — 600
6.875% seniornotes due 2016 . . . ... ... ... — 670
6.25% euro-denominated senior notes due 2017@ ... ... ... ... ... . ... ..... 796 860
6.5% seniornotes due 2017 . . ... . . 1,100 1,100
6.25% seniornotes due 2018 . . ... ... .. — 600
6.875% seniornotes due 2018 . . . ... ... 600 —
7.25% seniornotes due 2018 . .. . ... ... .. 800 800
6.625% seniornotes due 2020 . . . ... ... 1,400 —
6.875% seniornotes due 2020 . . . ... ... 500 500
2.75% contingent convertible senior notes due 2035®) . ...... ... .. .. .. ... 451 451
2.5% contingent convertible senior notes due 2037®) .. ... ... .. ... .. ... 1,378 1,378
2.25% contingent convertible senior notes due 2038®) . ................... 752 763
Corporate revolving bank credit facility ............... ... ... ........... 3,612 1,892
Midstream revolving bank credit facility . .. ......... .. ... ... . L 94 —
Midstream joint venture revolving bank credit facility© .. .................. — 44
Discount on senior notes(@ . ... ... .. . (777) (921)
Interest rate derivatives(® ... ... .. . ... .. 9 69

Total notes payable and long-termdebt .............................. $ 12,640 $ 12,295

(a) The principal amount shown is based on the dollar/euro exchange rate of $1.3269 to €1.00 and $1.4332 to
€1.00 as of December 31, 2010 and 2009, respectively. See Note 9 for information on our related foreign
currency derivatives.

(b) The holders of our contingent convertible senior notes may require us to repurchase, in cash, all or a portion of
their notes at 100% of the principal amount of the notes on any of four dates that are five, ten, fifteen and
twenty years before the maturity date. The notes are convertible, at the holder’s option, prior to maturity under
certain circumstances into cash and, if applicable, shares of our common stock using a net share settlement
process. One such triggering circumstance is when the price of our common stock exceeds a threshold amount
during a specified period in a fiscal quarter. Convertibility based on common stock price is measured quarter by
quarter. In the fourth quarter of 2010, the price of our common stock was below the threshold level for each
series of the contingent convertible senior notes during the specified period and, as a result, the holders do not
have the option to convert their notes into cash and common stock in the first quarter of 2011 under this
provision. The notes are also convertible, at the holder’s option, during specified five-day periods if the trading
price of the notes is below certain levels determined by reference to the trading price of our common stock. In
general, upon conversion of a contingent convertible senior note, the holder will receive cash equal to the
principal amount of the note and common stock for the note’s conversion value in excess of such principal
amount. We will pay contingent interest on the convertible senior notes after they have been outstanding at
least ten years, under certain conditions. We may redeem the convertible senior notes once they have been
outstanding for ten years at a redemption price of 100% of the principal amount of the notes, payable in cash.
The optional repurchase dates, the common stock price conversion threshold amounts and the ending date of
the first six-month period contingent interest may be payable for the contingent convertible senior notes are as
follows:
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Common
Contingent Stock Price  Contingent Interest
Convertible Conversion First Payable
Senior Notes Repurchase Dates Thresholds (if applicable)
2.75% due 2035 November 15, 2015, 2020, 2025, 2030 $ 48.62 May 14, 2016
2.5% due 2037 May 15, 2017, 2022, 2027, 2032 $ 64.26 November 14, 2017
2.25% due 2038 December 15, 2018, 2023, 2028, 2033 $ 107.36 June 14, 2019

(c) Effective January 1, 2010, our midstream joint venture, CMP, was no longer consolidated in accordance
with new authoritative guidance. See Note 1 for further details.

(d) Discount at December 31, 2010 and 2009 included $711 million and $794 million, respectively, associated
with the equity component of our contingent convertible senior notes. This discount is amortized based on
an effective yield method.

(e) See Note 9 for further discussion related to these instruments.
Senior Notes

Our senior notes are unsecured senior obligations of Chesapeake and rank equally in right of payment
with all of our other existing and future senior indebtedness and rank senior in right of payment to all of our
future subordinated indebtedness. Chesapeake is a holding company and owns no operating assets and has
no significant operations independent of its subsidiaries. Our senior note obligations are guaranteed by certain
of our wholly owned subsidiaries, excluding CMD and its subsidiaries. See Note 17 for condensed
consolidating financial information regarding our guarantor and non-guarantor subsidiaries. We may redeem
the senior notes, other than the contingent convertible senior notes, at any time at specified make-whole or
redemption prices. Our senior notes are governed by indentures containing covenants that may limit our ability
and our subsidiaries’ ability to incur certain secured indebtedness; enter into sale/leaseback transactions; and
consolidate, merge or transfer assets.

We are required to account for the liability and equity components of our convertible debt instruments
separately and to reflect interest expense at the interest rate of similar nonconvertible debt at the time of
issuance. These rates for our 2.75% Contingent Convertible Senior Notes due 2035, our 2.5% Contingent
Convertible Senior Notes due 2037 and our 2.25% Contingent Convertible Senior Notes due 2038 are 6.86%,
8.0% and 8.0%, respectively.

On June 21, 2010, we redeemed for an aggregate redemption price of approximately $1.366 billion, plus
accrued interest, approximately $364 million in principal amount of our outstanding 7.50% Senior Notes due
2013, $300 million in principal amount of our 7.50% Senior Notes due 2014 and approximately $670 million in
principal amount of our 6.875% Senior Notes due 2016. Associated with the redemptions, we recognized a loss
of $69 million in 2010.

On July 22, 2010, we redeemed for a redemption price of approximately $619 million, plus accrued
interest, all $600 million in principal amount of our 6.375% Senior Notes due 2015. Associated with the
redemption, we recognized a loss of $19 million in 2010.

On August 3, 2010, we filed a shelf registration statement on Form S-3 with the SEC for the offering from
time to time of debt securities.

On August 17, 2010, we completed a public offering of $2.0 billion aggregate principal amount of senior
notes for net proceeds of approximately $1.967 billion. The offering consisted of $600 million of 6.875% Senior
Notes due 2018 and $1.4 billion of 6.625% Senior Notes due 2020. Both series were priced at par.

On August 30, 2010, we completed tender offers to purchase for cash $245 million of 7.00% Senior Notes
due 2014, $567 million of 6.625% Senior Notes due 2016 and $582 million of 6.25% Senior Notes due 2018.
On September 16, 2010, we redeemed the remaining $55 million of 7.00% Senior Notes due 2014, $33 million
of 6.625% Senior Notes due 2016 and $18 million of 6.25% Senior Notes due 2018 based on the redemption
provisions in the indentures. Associated with the August 2010 tender offers and redemptions, we recognized a
loss of $40 million in 2010.
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During 2010, holders of our 2.25% Contingent Convertible Senior Notes due 2038 exchanged
approximately $11 million in aggregate principal amount for an aggregate of 298,500 shares of our common

stock in privately negotiated exchanges. Associated with these exchanges, we recognized a loss of $2 million
in 2010.

During 2009, holders of our 2.25% Contingent Convertible Senior Notes due 2038 exchanged
approximately $364 million in aggregate principal amount for an aggregate of 10,210,169 shares of our
common stock in privately negotiated exchanges. Associated with these exchanges, we recognized a loss of
$40 million in 2009.

No scheduled principal payments are required under our senior notes until 2013 when $500 million is due.
Bank Credit Facilities

We utilize two revolving bank credit facilities, described below, as sources of liquidity.

Corporate Midstream
Credit Facility® Credit Facility(®)
($ in millions)

Borrowing capacity .............. .. i $ 4,000 $ 300
Maturitydate ......... ... ... . December 2015 July 2015
Facility structure ........ ... .. ... .. ... . ... ... Senior secured revolving  Senior secured revolving
Amount outstanding as of

December 31,2010 ...... ..., $ 3,612 $ 94
Letters of credit outstanding as of

December 31,2010 ...... ..., $ 13 $ —

(a) Borrower is Chesapeake Exploration, L.L.C.

(b) Borrower is Chesapeake Midstream Operating, L.L.C., a wholly owned subsidiary of Chesapeake
Midstream Development, L.P.

Our credit facilities do not contain material adverse change or adequate assurance covenants. Although
the applicable interest rates under our corporate credit facility fluctuate slightly based on our long-term senior
unsecured credit ratings, neither of our credit facilities contains provisions which would trigger an acceleration
of amounts due under the facilities or a requirement to post additional collateral in the event of a downgrade of
our credit ratings.

Corporate Credit Facility

Our $4.0 billion syndicated revolving bank credit facility is used for general corporate purposes.
Borrowings under the facility are secured by natural gas and oil proved reserves and bear interest at our option
at either (i) the greater of the reference rate of Union Bank, N.A. or the federal funds effective rate plus 0.50%,
both of which are subject to a margin that varies from 0.50% to 1.25% per annum according to our senior
unsecured long-term debt ratings, or (ii) the Eurodollar rate, which is based on the London Interbank Offered
Rate (LIBOR), plus a margin that varies from 1.50% to 2.25% per annum according to our senior unsecured
long-term debt ratings. The collateral value and borrowing base are determined periodically. The unused
portion of the facility is subject to a commitment fee of 0.50% per annum. Interest is payable quarterly or, if
LIBOR applies, it may be payable at more frequent intervals.

The credit facility agreement contains various covenants and restrictive provisions which limit our ability to
incur additional indebtedness, make investments or loans and create liens and require us to maintain an
indebtedness to total capitalization ratio and an indebtedness to EBITDA ratio, in each case as defined in the
agreement. We were in compliance with all covenants under the agreement at December 31, 2010. If we
should fail to perform our obligations under these and other covenants, the revolving credit commitment could
be terminated and any outstanding borrowings under the facility could be declared immediately due and
payable. Such acceleration, if involving a principal amount of $50 million or more, would constitute an event of
default under our senior note indentures, which could in turn result in the acceleration of a significant portion of
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our senior note indebtedness. The credit facility agreement also has cross default provisions that apply to other
indebtedness of Chesapeake and its restricted subsidiaries with an outstanding principal amount in excess of
$125 million.

The facility is fully and unconditionally guaranteed, on a joint and several basis, by Chesapeake and
certain of our wholly owned subsidiaries.

Midstream Credit Facility

Our $300 million midstream syndicated revolving bank credit facility is used to fund capital expenditures to
build natural gas gathering and other systems for our drilling program and for general corporate purposes
associated with our midstream operations. Borrowings under the midstream credit facility are secured by all of
the assets of the wholly owned subsidiaries (the restricted subsidiaries) of Chesapeake Midstream
Development, L.P. (CMD), itself a wholly owned subsidiary of Chesapeake, and bear interest at our option at
either (i) the greater of the reference rate of Wells Fargo Bank, National Association, the federal funds effective
rate plus 0.50%, and the one-month LIBOR plus 1.00%, all of which are subject to a margin that varies from
1.75% to 2.25% per annum according to the most recent leverage ratio described below or (ii) the Eurodollar
rate, which is based on the LIBOR plus a margin that varies from 2.75% to 3.25% per annum according to the
most recent leverage ratio. The unused portion of the facility is subject to a commitment fee of 0.50% per
annum. Interest is payable quarterly or, if LIBOR applies, it may be payable at more frequent intervals.

The midstream credit facility agreement contains various covenants and restrictive provisions which limit
the ability of CMD and its restricted subsidiaries to incur additional indebtedness, make investments or loans
and create liens. The agreement requires maintenance of a leverage ratio based on the ratio of indebtedness
to EBITDA and an interest coverage ratio based on the ratio of EBITDA to interest expense, in each case as
defined in the agreement. The leverage ratio increases during any three-quarter period, beginning in the
quarter in which CMD makes a material disposition of assets to our master limited partnership midstream
affiliate, Chesapeake Midstream Partners, L.P. As of December 21, 2010, the leverage ratio increased for a
three fiscal quarter period beginning October 1, 2010 due to the sale of the Springridge gathering system as it
was classified as a material disposition of assets. We were in compliance with all covenants under the
agreement at December 31, 2010. If CMD or its restricted subsidiaries should fail to perform their obligations
under these and other covenants, the revolving credit commitment could be terminated and any outstanding
borrowings under the facility could be declared immediately due and payable. The midstream credit facility
agreement also has cross default provisions that apply to other indebtedness CMD and its restricted
subsidiaries may have with an outstanding principal amount in excess of $15 million.

Other Financings

In 2009, we financed 113 real estate surface assets in the Barnett Shale area for approximately $145
million and entered into a 40-year master lease agreement under which we agreed to lease the sites for
approximately $15 million to $27 million annually. This lease transaction was recorded as a financing lease and
the cash received was recorded with an offsetting long-term liability on the consolidated balance sheet.
Chesapeake exercised its option to repurchase two of the assets in 2010. As of December 31, 2010, 111
assets were leased and the minimum aggregate undiscounted future lease payments were approximately $828
million. This obligation is recorded in other long-term liabilities on our consolidated balance sheets.

In 2009, we financed our regional Barnett Shale headquarters building in Fort Worth, Texas for net
proceeds of approximately $54 million with a five-year term loan which has a floating rate of prime plus 275
basis points. At our option, we may prepay in full without penalty beginning in year four. The payment
obligation is guaranteed by Chesapeake. This obligation is recorded in other long-term liabilities on our
consolidated balance sheets.

4. Contingencies and Commitments
Litigation

On February 25, 2009, a putative class action was filed in the U.S. District Court for the Southern District
of New York against the company and certain of its officers and directors along with certain underwriters of the
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company’s July 2008 common stock offering. Following the appointment of a lead plaintiff and counsel, the
plaintiff filed an amended complaint on September 11, 2009 alleging that the registration statement for the
offering contained material misstatements and omissions and seeking damages under Sections 11, 12 and 15
of the Securities Act of 1933 of an unspecified amount and rescission. The action was transferred to the U.S.
District Court for the Western District of Oklahoma on October 13, 2009. The defendants’ motion to dismiss
was denied on September 2, 2010. A derivative action was also filed in the District Court of Oklahoma County,
Oklahoma on March 10, 2009 against the company’s directors and certain of its officers alleging breaches of
fiduciary duties relating to the disclosure matters alleged in the securities case. The derivative action is stayed
pursuant to stipulation. We are currently unable to assess the probability of loss or estimate a range of potential
loss associated with the securities class action case, which is at an early stage.

Chesapeake is also involved in various other lawsuits and disputes incidental to its business operations,
including commercial disputes, personal injury claims, claims for underpayment of royalties, property damage
claims and contract actions. With regard to the latter, various mineral or leasehold owners have filed lawsuits
against us seeking specific performance to require us to acquire their oil and natural gas interests and pay
acreage bonus payments, damages based on breach of contract and/or, in certain cases, punitive damages
based on alleged fraud. The company believes that it has substantial defenses to the claims made in these
purchase and sale cases.

The company records an associated liability when a loss is probable and the amount is reasonably
estimable. Although the outcome of litigation cannot be predicted with certainty, management is of the opinion
that no pending or threatened lawsuit or dispute incidental to its business operations is likely to have a material
adverse effect on the company’s consolidated financial position, results of operations or cash flows. The final
resolution of such matters could exceed amounts accrued, however, and actual results could differ materially
from management’s estimates.

Environmental Risk

Due to the nature of the natural gas and oil business, Chesapeake and its subsidiaries are exposed to possible
environmental risks. Chesapeake has implemented various policies and procedures to avoid environmental
contamination and risks from environmental contamination. Chesapeake conducts periodic reviews, on a company-
wide basis, to identify changes in our environmental risk profile. These reviews evaluate whether there is a
contingent liability, its amount, and the likelihood that the liability will be incurred. The amount of any potential liability
is determined by considering, among other matters, incremental direct costs of any likely remediation and the
proportionate cost of employees who are expected to devote a significant amount of time directly to any possible
remediation effort. We manage our exposure to environmental liabilities on properties to be acquired by identifying
existing problems and assessing the potential liability. Depending on the extent of an identified environmental
problem, Chesapeake may exclude a property from the acquisition, require the seller to remediate the property to
our satisfaction, or agree to assume liability for the remediation of the property. Chesapeake has historically not
experienced any significant environmental liability and is not aware of any potential material environmental issues or
claims at December 31, 2010. There are currently enforcement actions pending against us related to alleged
methane migration in Pennsylvania and compliance with Clean Water Act permitting requirements in West Virginia.
While these actions may result in monetary sanctions, we do not expect that they will have a material adverse effect
on our operations.

Rig Leases

In a series of transactions since 2006, our drilling subsidiaries have sold 86 drilling rigs and related
equipment for $717 million and entered into a master lease agreement under which we agreed to lease the rigs
from the buyer for initial terms of seven to ten years. The lease obligations are guaranteed by Chesapeake and
certain of its subsidiaries. These transactions were recorded as sales and operating leasebacks and any
related gain or loss is amortized to service operations expense over the lease term. Under the rig leases, we
can exercise an early purchase option after five and one-half to seven years or on the expiration of the lease
term for a purchase price equal to the then fair market value of the rigs. Additionally, in most cases we have
the option to renew the rig lease for a negotiated renewal term at a periodic lease payment equal to the fair
market rental value of the rigs as determined at the time of renewal.
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Compressor Leases

Through various transactions since 2007, our compression subsidiary has sold 2,234 compressors, a
significant portion of its existing compressor fleet, for $517 million and entered into a master lease agreement.
The term of the agreement varies by buyer ranging from four to ten years. The lease obligations are
guaranteed by Chesapeake and certain of its subsidiaries. These transactions were recorded as sales and
operating leasebacks and any related gain or loss is amortized to marketing, gathering and compression
expenses over the lease term. Under the leases, we can exercise an early purchase option or we can purchase
the compressors at expiration of the lease for the fair market value at the time. In addition, in most cases we
have the option to renew the lease for negotiated new terms at the expiration of the lease. As of December 31,
2010, approximately 80 new compressors were on order for delivery in 2011 at a cost of approximately $20
million. Our intent is to sell and lease back those compressors as they are delivered if acceptable leasing
arrangements are available to us.

Future operating lease obligations related to rigs, compressors and other equipment or property are not
recorded in the accompanying consolidated balance sheets. The aggregate undiscounted minimum future
lease payments are presented below:

December 31, 2010

Rigs Compressors Other Total
($ in millions)
2011 $ 101 $ 61 $ 8 $ 170
2012 102 63 5 170
2013 102 68 4 174
2014 87 122 2 211
2015 29 47 1 77
After2015 ... ... .. 45 68 1 114
Total ... ... ... . . $ 466 $ 429 $ 21 $ 916

Rent expense, including short-term rentals, for the years ended December 31, 2010, 2009 and 2008 was
$161 million, $149 million and $133 million, respectively.

Transportation Contracts

Chesapeake has various “firm” pipeline transportation service agreements with expiration dates ranging
from 2011 to 2099. These commitments are not recorded in the accompanying consolidated balance sheets.
Under the terms of these contracts, we are obligated to pay demand charges as set forth in the transporter’s
Federal Energy Regulatory Commission (FERC) gas tariff. In exchange, the company receives rights to flow
natural gas production through pipelines located in highly competitive markets. The aggregate undiscounted
amounts of such required demand payments are presented below:

December 31,

2010
(% in millions)
20T $ 353
2012 414
20713 407
2014 402
201D 395
ARtEr 20715 L 2,453
TOtal .t $ 4,424
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Drilling Contracts

Currently, we have contracts with various drilling contractors to lease approximately 61 rigs with terms of
four months to three years. These commitments are not recorded in the accompanying consolidated balance
sheets. The aggregate undiscounted minimum future commitments are presented below:

December 31,

2010
(% in millions)
20T $ 196
2012 35
20713 18
L - L $ 249

Natural Gas and Oil Purchase Obligations

Our marketing segment regularly commits to purchase natural gas from other owners in our properties and
such commitments typically are short-term in nature. We have also committed to purchase any natural gas and
oil associated with certain volumetric production payment transactions. The purchase commitments are based
on market prices at the time of production, and the purchased natural gas and oil is resold.

Minimum Volume Commitments

We are a party to two gas gathering agreements with a subsidiary of Chesapeake Midstream Partners,
L.P. (see Note 12), pursuant to which we have committed to deliver annually specified minimum volumes of
natural gas. At the end of the term or annually, Chesapeake will be invoiced for any shortfalls in such volume
deliveries at the rate specified in the agreement. Volume commitments remaining under the agreement relating
to our Barnett Shale production as of December 31, 2010 were as follows:

Bcf

20T 313
2072 325
20703 338
2004 351
207D 365
ARter 20715(8) 1,321

Total .. 3,013

(a) Final commitment period is for the six months ending June 30, 2019.

Volume commitments remaining under the agreement relating to our Haynesville Shale production as of
December 31, 2010 were as follows:

Bcf
201 104
200 e 118
2008 135
Total o 357

In addition, Chesapeake has entered into commitments to deliver approximately 2.56 tcf through
December 2023 to third-party midstream companies.

Net Acreage Maintenance Commitments

Under the terms of our industry participation agreements with our partners (Statoil, Total and CNOOC), we
are required to extend, renew or replace certain expiring joint leasehold, at our cost, to ensure that the net
acreage is maintained in certain designated areas.

Other Commitments

As of December 31, 2010, we had commitments to acquire additional proved and unproved properties in
various transactions during the next twelve months for approximately $350 million.
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5. Income Taxes

The components of the income tax provision (benefit) for each of the periods presented below are as
follows:

Years Ended December 31,

2010 2009 2008
($ in millions)
CUIMTENE . .o $ — $ 4 % 423
DEFEITEA . . . . e ettt e e e e e e 1,110  (3,487) (36)
0 $ 1,110 $ (3/483) $ 387

The effective income tax expense (benefit) differed from the computed “expected” federal income tax
expense on earnings before income taxes for the following reasons:

Years Ended December 31,

2010 2009 2008
(% in millions)
Income tax expense (benefit) at the federal statutory rate (35%) .......... $ 1,009 $ (3,251) $ 347
State income taxes (net of federal income tax benefit) .................. 78 (275) 24
Other . 23 43 16
Total .. $ 1110 $ (3,483) $ 387

Deferred income taxes are provided to reflect temporary differences in the basis of net assets for income
tax and financial reporting purposes. The tax-effected temporary differences and tax loss carryforwards which
comprise deferred taxes are as follows:

Years Ended December 31
2010 2009
(% in millions)

Deferred tax liabilities:

Natural gas and oil properties ................ i $ (2,074) % (96)
Other property and equipment . ............ ... .. . i (184) (184)
Derivative instruments .. ... .. . . — (265)
Volumetric production payments . .......... .. .. . (1,394) (937)
Contingent convertibledebt ....... ... ... ... . . . (493) (464)
Other . — (8)
Deferred tax liabilities . ....... ... .. . (4,145) (1,954)
Deferred tax assets:
Net operating loss carryforwards . .......... ... ... . i 1,386 592
Derivative instruments . ... . . 115 —
Asset retirement obligation . .......... ... ... .. 114 107
INVeStMENtS .. ... 40 32
Deferred stock compensation ............ ... ... . ... 84 57
Accrued liabilities .. ... .. 25 22
Alternative minimum tax credits .. ......... ... . . 11 25
Oklahoma statutory depletion . ......... ... ... ... .. . . .. 93 84
Other . 32 —
Deferredtax assets . ... 1,900 919
Total deferred tax asset (liability) .. ........ ... . $ (2,245)@ $ (1,035)
Reflected in accompanying balance sheets as:
Current deferred income taxasset ............... ... ... ... $ 139 $ 24
Non-current deferred income tax liability . ... ........ ... ... ... ... ...... (2,384) (1,059)
Total .o $ (2,245) $ (1,035)
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(a) In addition to the income tax expense of $1.110 billion, activity during 2010 includes an increase to
deferred tax liabilities of $13 million related to stock-based compensation and a decrease to deferred tax
liabilities for deferred tax assets of $161 million related to derivative instruments, $3 million related to
investments and $89 million related to the cumulative effect of an accounting change. These items were
not recorded as part of the provision for income taxes. In addition, the activity includes an increase to
deferred tax liabilities of $240 million related to federal and state income tax refunds, $13 million related to
alternative minimum tax credits used and $87 million related to uncertain tax positions.

As of December 31, 2010, we classified $139 million of deferred tax assets as current that were
attributable to net operating losses expected to be utilized in 2011, which was offset by current temporary
differences associated with derivative assets and other items. As of December 31, 2009, we classified $24
million of deferred tax assets as current that were attributable to net operating losses expected to be utilized
during 2010, which were offset by current temporary differences associated with derivative assets and other
items.

At December 31, 2010, Chesapeake had federal income tax net operating loss (NOL) carryforwards of
approximately $3.674 billion. Additionally, we had $2.642 billion of alternative minimum tax (AMT) NOL
carryforwards available as a deduction against future AMT income. The NOL carryforwards expire from 2019
through 2030. The value of these carryforwards depends on the ability of Chesapeake to generate taxable
income.

The ability of Chesapeake to utilize NOL carryforwards to reduce future federal taxable income and federal
income tax of Chesapeake is subject to various limitations under the Internal Revenue Code of 1986, as
amended. The utilization of such carryforwards may be limited upon the occurrence of certain ownership
changes, including the issuance or exercise of rights to acquire stock, the purchase or sale of stock by 5%
stockholders, as defined in the Treasury regulations, and the offering of stock by us during any three-year
period resulting in an aggregate change of more than 50% in the beneficial ownership of Chesapeake.

In the event of an ownership change (as defined for income tax purposes), Section 382 of the Code
imposes an annual limitation on the amount of a corporation’s taxable income that can be offset by these
carryforwards. The limitation is generally equal to the product of (i) the fair market value of the equity of the
company multiplied by (ii) a percentage approximately equivalent to the yield on long-term tax exempt bonds
during the month in which an ownership change occurs. In addition, the limitation is increased if there are
recognized built-in gains during any post-change year, but only to the extent of any net unrealized built-in gains
(as defined in the Code) inherent in the assets sold. Certain NOLs acquired through various acquisitions are
also subject to limitations.

The following table summarizes our net operating losses as of December 31, 2010 and any related
limitations:

Annual
Total Limited Limitation
($ in millions)
Net operatingloss ............. ... ... $ 3,674 $ 1 9 1
AMT netoperatingloss ................ ... ... ...... $ 2642 $ 1 9 1

As of December 31, 2010, we do not believe that an ownership change has occurred. Future equity
transactions by Chesapeake or by 5% stockholders (including relatively small transactions and transactions
beyond our control) could cause an ownership change and therefore a limitation on the annual utilization of
NOLs.

Accounting guidance for recognizing and measuring uncertain tax positions prescribes a threshold
condition that a tax position must meet for any of the benefit of the uncertain tax position to be recognized in
the financial statements. Guidance is also provided regarding de-recognition, classification and disclosure of
these uncertain tax positions. As of December 31, 2010, the amount of unrecognized tax benefits related to
AMT associated with uncertain tax positions was $34 million. As of December 31, 2009, the amount of
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unrecognized tax benefits related to regular tax liabilities and AMT associated with uncertain tax positions was
$231 million. Of this amount, $87 million was related to regular tax liabilities and $144 million was related to
AMT. If these unrecognized tax benefits are disallowed and we are required to pay additional AMT liabilities,
any payments can be utilized as credits against future regular tax liabilities. The uncertain tax positions
identified would not have a material effect on the effective tax rate. At December 31, 2010, we had an accrued
liability of $8 million for interest related to these uncertain tax positions. Chesapeake recognizes interest related
to uncertain tax positions in interest expense. Penalties, if any, related to uncertain tax positions would be
recorded in other expenses.

A reconciliation of the beginning and ending balances of unrecognized tax benefits is as follows:

2010 2009 2008
($ in millions)
Unrecognized tax benefits at beginning of period ................ $ 231§ 60 $ 133
Additions based on tax positions related to the currentyear ....... — 171 48
Reductions for tax positions of prioryears . ..................... (197) — (120)
Settlements . . ... . — — (1)
Unrecognized tax benefits at end of period ..................... $ 34 % 231§ 60

Chesapeake files income tax returns in the U.S. federal jurisdiction and various state and local
jurisdictions. With few exceptions, Chesapeake is no longer subject to U.S. federal, state and local income tax
examinations by tax authorities for years prior to 2007. The Internal Revenue Service (IRS) is currently
examining Chesapeake’s 2007, 2008 and 2009 U.S. income tax returns.

6. Related Party Transactions
Chief Executive Officer

As of December 31, 2010, we had accrued accounts receivable from our Chief Executive Officer, Aubrey
K. McClendon, of $30 million representing joint interest billings from December 2010 which were invoiced and
timely paid in January 2011. Since Chesapeake was founded in 1989, Mr. McClendon has acquired working
interests in virtually all of our natural gas and oil properties by participating in our drilling activities under the
terms of the Founder Well Participation Program (FWPP) and predecessor participation arrangements provided
for in Mr. McClendon’s employment agreements. Under the FWPP, approved by our shareholders in June
2005, Mr. McClendon may elect to participate in all or none of the wells drilled by or on behalf of Chesapeake
during a calendar year, but he is not allowed to participate only in selected wells. A participation election is
required to be received by the Compensation Committee of Chesapeake’s Board of Directors not less than 30
days prior to the start of each calendar year. His participation is permitted only under the terms outlined in the
FWPP, which, among other things, limits his individual participation to a maximum working interest of 2.5% in a
well and prohibits participation in situations where Chesapeake’s working interest would be reduced below
12.5% as a result of his participation. In addition, the company is reimbursed for costs associated with
leasehold acquired by Mr. McClendon as a result of his well participation.

On December 31, 2008, we entered into a new five-year employment agreement with Mr. McClendon that
contained a one-time well cost incentive award to him. The total cost of the award to Chesapeake was $75
million plus employment taxes in the amount of approximately $1 million. We are recognizing the incentive
award as general and administrative expense over the five-year vesting period for the clawback described
below, resulting in an expense of approximately $15 million per year beginning in 2009. In addition to state and
federal income tax withholding, similar employment taxes were imposed on Mr. McClendon and withheld from
the award. The net incentive award of approximately $44 million was fully applied against costs attributable to
interests in company wells acquired by Mr. McClendon or his affiliates under the FWPP. The incentive award is
subject to a clawback equal to any unvested portion of the award if during the initial five-year term of the
employment agreement, Mr. McClendon resigns from the company or is terminated for cause by the company.
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Other Related Parties

During 2010, our 42%-owned affiliate, Chesapeake Midstream Partners, L.P. (CHKM), provided us natural
gas gathering and treating services in the ordinary course of business. In addition, there are agreements in
place whereby we support CHKM in various functions for which we are reimbursed. During 2010, our
transactions with CHKM included the following:

Year Ended
December 31, 2010

($ in millions)

Amounts paid to CHKM:

Gas gatheringfees . ... $ 378
Amounts received from CHKM:
Compressor rentals . ... .. 48
Inventory purchases . . ... ... . 47
Other services provided®@ ... ... . ... . .. 73
Total amounts received from CHKM . ......... ... ... ... ... ... .. ... ...... $ 168

(a) Includes amounts received related to the General and Administrative Services and Reimbursement
Agreement, the Employee Secondment Agreement, the Shared Services Agreement and the Additional
Services and Reimbursement Agreement agreed to at the formation of the joint venture.

As of December 31, 2010, we had a net payable to CHKM of $45 million.

During 2010 and 2009, our 26%-owned affiliate, Frac Tech Holdings, LLC, provided us hydraulic fracturing
and other services in the ordinary course of business. During 2010 and 2009, we paid Frac Tech $89 million
and $43 million, respectively, for these services. As of December 31, 2010 and 2009 we had $30 million and $8
million, respectively, due Frac Tech for services provided and not yet paid.

7. Employee Benefit Plans

Our qualified 401(k) profit sharing plan (401(k) Plan) is the Chesapeake Energy Corporation Savings and
Incentive Stock Bonus Plan, which is open to employees of Chesapeake and all our subsidiaries except certain
employees of Chesapeake Appalachia, L.L.C. Eligible employees may elect to defer compensation through
voluntary contributions to their 401(k) Plan accounts, subject to plan limits and those set by the Internal
Revenue Service. Chesapeake matches employee contributions dollar for dollar (subject to a maximum
contribution of 15% of an employee’s annual salary and bonus compensation) with Chesapeake common stock
purchased in the open market. The company contributed $54 million, $48 million and $40 million to the 401(k)
Plan in 2010, 2009 and 2008, respectively.

Chesapeake also maintains a nonqualified deferred compensation plan, the Chesapeake Energy
Corporation Amended and Restated Deferred Compensation Plan (DC Plan). Prior to 2009, to be eligible to
participate in the DC Plan, an employee must have received annual compensation (base salary and bonus
combined in the prior 12 months) of at least $100,000, had a minimum of one year of service as a company
employee and have made the maximum contribution allowable under the 401(k) Plan. For employees with at
least five years of service as a company employee, the company matched employee contributions to the plan
in Chesapeake common stock. On January 1, 2009, the plan was amended to allow for participation for any
employees who received compensation (base salary only) of at least $150,000 and had an employment
agreement with the company. In addition, in 2009 and 2010 the company matched employee contributions with
Chesapeake common stock once the employee had at least three years of service as a company employee.
Chesapeake matches 100% of employee contributions up to 15% of base salary and bonus in the aggregate
for the DC Plan. In 2011, the company began matching contributions immediately upon an employee’s
participation in the DC Plan. The maximum compensation that can be deferred by employees under all
company deferred compensation plans, including the Chesapeake 401(k) plan, is a total of 75% of base salary
and 100% of performance bonus. We contributed $9 million, $7 million and $6 million to the DC Plan during
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2010, 2009 and 2008, respectively, to fund the match. The company’s non-employee directors are able to defer
up to 100% of director fees into the DC Plan.

Any assets placed in trust by Chesapeake to fund future obligations of the company’s nonqualified
deferred compensation plans are subject to the claims of creditors in the event of insolvency or bankruptcy,
and participants are general creditors of the company as to their deferred compensation in the plans.

Chesapeake maintains no post-employment benefit plans except those sponsored by its wholly owned
subsidiary, Chesapeake Appalachia, L.L.C. Participation in these plans is limited to existing employees who
are union members and former employees who were union members. The Chesapeake Appalachia, L.L.C.
benefit plans provide health care and life insurance benefits to eligible employees upon retirement. We account
for these benefits on an accrual basis. As of December 31, 2010, the company had accrued approximately $2
million in accumulated post-employment benefit liability.

8. Stockholders’ Equity and Stock-Based Compensation Plans
Common Stock

The following is a summary of the changes in our common shares outstanding for 2010, 2009 and 2008:

Years Ended December 31,

2010 2009 2008
(in thousands)

Sharesissued atJdanuary 1 ......... ... ... . . 648,549 607,953 511,648
Convertible note exchanges ........... ... .. ... i i 299 10,210 23,913
Preferred stock conversions/exchanges .............. .. ... ... ...... 21 1,422 12,673
Restricted stock issuances (net of forfeitures) . ........................ 5,924 3,633 4,708
Stock Option EXErCiSES .. ... ot 458 508 1,584
Common stock issued for the purchase of proved and unproved

PrOPEIIES .\ oot — 24,823 1,677
Common stock issuancesforcash ......... ... ... .. ... ... . — — 51,750
Shares issued at December 31 ........ .. ... . .. 655,251 648,549 607,953

In 2009 and 2008, we issued 24,822,832 and 1,677,000 shares of common stock, valued at $429 million
and $34 million, respectively, for the purchase of proved and unproved properties pursuant to an acquisition
shelf registration statement.

In 2010, 2009 and 2008, holders of certain of our contingent convertible senior notes exchanged their
notes for shares of common stock in privately negotiated exchanges as summarized below:

Contingent Convertible Number of
Year Senior Notes Principal Amount Common Shares Issued
($ in millions) (in thousands)
2010 2.25% due 2038 $ 11 299
2009 2.25% due 2038 $ 364 10,210
2008 2.75% due 2035 $ 239 8,841
2.50% due 2037 272 8,417
2.25% due 2038 254 6,655
$ 765 23,913

The difference between the allocated debt value of the notes that were exchanged and the fair value of the
common stock issued resulted in a gain (loss) of ($2) million, ($40) million and $27 million, including deferred
charges associated with the exchanges, on the cancellation of indebtedness for the years ended December 31,
2010, 2009 and 2008, respectively.
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Preferred Stock

Following is a summary of our preferred stock, including the primary conversion terms as of December 31,
2010:

Company’s
Liquidation Holder’s Company’s  Market
Preference Conversion Conversion Conversion Conversion Conversion
Preferred Stock Series Issue Date per Share Right Rate Price Right From Trigger(
5.75% cumulative May
convertible May and 17,
non-voting .......... June 2010 $1,000 Anytime  37.0370 $ 27.0000 2015 $ 35.1000
5.75% (series A) May
cumulative convertible May 17,
non-voting .......... 2010 $1,000 Anytime  35.7961 $ 27.9360 2015 $ 36.3168
September
4.50% cumulative September 15,
convertible . ......... 2005 $ 100 Anytime 22727 $ 43.9998 2010 $ 57.1997
5.00% cumulative November
convertible November 15,
(series 2005B) . . ... .. 2005 $ 100 Anytime 25707 $ 38.8993 2010 $ 50.5691

(a) Convertible at the company’s option if the trading price of the company’s common stock equals or exceeds
the trigger price for a specified time period or after the conversion date indicated if there are less than
250,000 shares of 4.50% or 5.00% (series 2005B) preferred stock outstanding or 25,000 shares of 5.75%
or 5.75% (series A) preferred stock outstanding.

The following is a summary of the changes in our preferred shares outstanding for 2010, 2009 and 2008:

500% 5.00%
5.75%  5.75%(A) 4.50% (2005B) (2005) 6.25% 4.125%

(in thousands)

Shares outstanding at
January 1,2010 ............... — — 2,559 2,096
Preferred stock issuances . . ... 1,500 1,100 — — — — —
Conversion/exchange of
preferred for common
stock . ... ... — — — — (5) — —

Shares outstanding at
December 31,2010 ............ 1,500 1,100 2,559 2,096 — — —

Shares outstanding at
January 1,2009 ............... — — 2,559 2,096 5 144 3
Conversion/exchange of
preferred for common
stock........... ... .. ..., — — — — — (144) (3)

Shares outstanding at
December 31,2009 ............ — — 2,559 2,096 5 — —

Shares outstanding at
January 1,2008 ............... — — 3,450 5,750 5 144 3
Conversion/exchange of
preferred for common
stock . ... — — (891) (3,654) — — —

Shares outstanding at
December 31,2008 ............ — — 2,559 2,096 5 144 3

()]
|
|
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In 2010, 2009 and 2008, shares of our cumulative convertible preferred stock were exchanged for or
converted into shares of common stock as summarized below:

Cumulative
Year of Convertible Number Number of Type
Exchange/ Preferred of Common Shares of
Conversion Stock Preferred Shares Issued Transaction
(in thousands)
2010 5.0% (series 2005) 5 21 Conversion
2009 6.25% 144 1,239 Conversion
4.125% 3 183 Conversion
1,422
2008 5.0% (series 2005B) 3,654 10,443 Exchange
4.5% 891 2,228 Exchange
4.125% —@ 2 Conversion
12,673

(@) Nominal amount.

In connection with the exchanges and conversions noted above, we recorded a loss of $67 million in 2008.
There were no losses in 2010 and 2009. In general, the loss is equal to the excess of the fair value of all
preferred stock exchanged over the fair value of the common stock issuable pursuant to the original terms of
the preferred stock.

Dividends

Dividends declared on our common stock and preferred stock are reflected as adjustments to retained
earnings to the extent a surplus of retained earnings will exist after giving effect to the dividends. To the extent
retained earnings are insufficient to fund the distributions, such payments constitute a return of contributed
capital rather than earnings and are accounted for as a reduction to paid-in capital.

Dividends on our outstanding preferred stock are payable quarterly in cash, common stock or a
combination thereof.

Stock-Based Compensation Plans

Under Chesapeake’s Long Term Incentive Plan, restricted stock, stock options, stock appreciation rights,
performance shares and other stock awards may be awarded to employees, directors and consultants of
Chesapeake. Subject to any adjustments as provided by the plan, the aggregate number of shares of common
stock available for awards under the plan may not exceed 37,500,000 shares. The maximum period for
exercise of an option or stock appreciation right may not be more than ten years from the date of grant and the
exercise price may not be less than the fair market value of the shares underlying the option or stock
appreciation right on the date of grant. Awards granted under the plan become vested at specified dates or
upon the satisfaction of certain performance or other criteria determined by a committee of the Board of
Directors. No awards may be granted under this plan after September 30, 2014. This plan has been approved
by our shareholders. There were 87,500 shares of restricted stock issued to our non-employee directors from
this plan in each of 2010, 2009 and 2008. Additionally, there were 5.8 million, 4.0 million and 4.5 million
restricted shares issued, net of forfeitures, to employees and consultants during 2010, 2009 and 2008,
respectively, from this plan. As of December 31, 2010, there were 8.2 million shares remaining available for
issuance under the plan.

Under Chesapeake’s 2003 Stock Incentive Plan, restricted stock and incentive and nonqualified stock
options to purchase our common stock may be awarded to employees and consultants of Chesapeake.
Subject to any adjustments as provided by the plan, the aggregate number of shares available for awards
under the plan may not exceed 10,000,000 shares. The maximum period for exercise of an option may not be
more than ten years from the date of grant and the exercise price may not be less than the fair market value of
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the shares underlying the option on the date of grant. Restricted stock and options granted become vested at
dates determined by a committee of the Board of Directors. No awards may be granted under this plan after
April 14, 2013. This plan has been approved by our shareholders. There were 0.1 million, (0.4) million and
0.2 million restricted shares, net of forfeitures, issued during 2010, 2009 and 2008, respectively, from this plan.
As of December 31, 2010, there were 0.5 million shares remaining available for issuance under the plan.

Under Chesapeake’s 2003 Stock Award Plan for Non-Employee Directors, 10,000 shares of
Chesapeake’s common stock are awarded to each newly appointed non-employee director on his or her first
day of service. Subject to any adjustments as provided by the plan, the aggregate number of shares which may
be issued may not exceed 100,000 shares. This plan has been approved by our shareholders. In each of 2010
and 2009, 10,000 shares of common stock were awarded to new directors from this plan. As of December 31,
2010, there were 40,000 shares remaining available for issuance under this plan.

In addition to the plans described above, we have stock options outstanding to employees under a number
of employee stock option plans which are described below. All outstanding options under these plans were
at-the-money when granted, with an exercise price equal to the closing price of our common stock on the date
of grant and have a ten-year exercise period. These plans were terminated in prior years and therefore no
shares remain available for stock option grants under the plans.

Type Outstanding
Eligible of Shares Shareholder Options at
Name of Plan Participants Options Covered Approved December 31,2010
2002 and 2001 Employees Incentive and 3,000,000/
Stock OptionPlans ........... and consultants nonqualified 3,200,000 Yes 499,263
2002 and 2001 Nonqualified Employees 4,000,000/
Stock OptionPlans ........... and consultants Nonqualified 3,000,000 No 807,865
2000 and 1999 Employee Employees 3,000,000
Stock Option Plans ........... and consultants Nonqualified (each plan) No 61,675
1996 and 1994 Employees Incentive and 6,000,000/
Stock OptionPlans ........... and consultants nonqualified 4,886,910 Yes 37,033

Restricted Stock

Chesapeake began issuing shares of restricted common stock to employees in January 2004 and to
non-employee directors in July 2005. The fair value of the awards issued is determined based on the fair
market value of the shares on the date of grant. This value is amortized over the vesting period, which is
generally four years from the date of grant for employees and three years for non-employee directors. To the
extent amortization of compensation cost relates to employees directly involved in acquisition, exploration and
development activities, such amounts are capitalized to natural gas and oil properties. Amounts not capitalized
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to natural gas and oil properties are recognized in general and administrative expenses, production expenses,
marketing, gathering and compression expenses or service operations expense. Note 1 details the accounting
for our stock-based compensation expense in 2010, 2009 and 2008.

A summary of the status of the unvested shares of restricted stock and changes during 2010, 2009 and
2008 is presented below:

Number of Weighted Average

Unvested Grant-Date
Restricted Shares Fair Value
(in thousands)

Unvested shares as of January 1,2010 ....................... 19,225 §$ 31.89
Granted . ... .. 9,061 $ 24.19
VESted .. (5,900) $ 31.99
Forfeited . ... ... (1,011) $ 30.05
Unvested shares as of December 31,2010 .................... 21,375 $ 28.68
Unvested shares as of January 1,2009 ....................... 21,622 $ 38.85
Granted . ... .. 8,019 $ 18.65
Vested ... (9,214) $ 36.38
Forfeited . ... ... .. (1,202) $ 34.46
Unvested shares as of December 31,2009 .................... 19,225 $ 31.89
Unvested shares as of January 1,2008 ....................... 19,689 $ 32.42
Granted .. ... 6,800 $ 51.14
VeSted ... (3,942) $ 28.27
Forfeited . . ... .. (925) $ 37.33
Unvested shares as of December 31,2008 .................... 21,622 $ 38.85

The aggregate intrinsic value of restricted stock vested during 2010 was approximately $136 million based
on the stock price at the time of vesting.

As of December 31, 2010, there was $364 million of total unrecognized compensation cost related to
unvested restricted stock. The cost is expected to be recognized over a weighted average period of
approximately 2 years.

The vesting of certain restricted stock grants could result in state and federal income tax benefits related to
the difference between the market price of the common stock at the date of vesting and the date of grant.
During the years ended December 31, 2010 and 2009, we recognized a reduction in tax benefits related to
restricted stock of $15 million and $49 million, respectively. During the year ended December 31, 2008, we
recognized an excess tax benefit related to restricted stock of $28 million. These amounts were recorded as an
adjustment to additional paid-in capital and deferred income taxes with respect to such benefits.

Stock Options

We granted stock options prior to 2006 under several stock compensation plans. Outstanding options
expire ten years from the date of grant and vested over a four-year period. All of our stock options outstanding
are fully vested and exercisable.
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The following table provides information related to stock option activity for 2010, 2009 and 2008:

Number of Weighted Weighted
Shares Average Average Aggregate
Underlying Exercise Price Contract Intrinsic
Options Per Share Life in Years Value@)
(in thousands) ($ in millions)
Outstanding at January 1, 2010 ......... 2,283 $ 8.36
Exercised ....................... (475) 6.29 $ 8
Forfeited /Canceled . .............. — —
Outstanding and exercisable at
December 31,2010 ................. 1,808 $ 8.90 203 §$ 31
Shares authorized for future grants .. .... =
Outstanding at January 1,2009 ......... 2,802 $ 8.13
Exercised ....................... (508) 7.12 $ 8
Forfeited /Canceled . .............. (11) 6.47
Outstanding and exercisable at
December 31,2009 ................. 2,283 $ 8.36 275 §$ 40
Shares authorized for future grants .. .... —
Outstanding at January 1,2008 ......... 4,445 $ 7.55
Exercised ......... ... ... ... ... (1,639) 6.54 $ 66
Forfeited/Canceled ............... (4) 15.26
Outstanding and exercisable at
December 31,2008 ................. 2,802 $ 8.13 359 $ 23
Shares authorized for future grants .. .... 5,763

(a) The intrinsic value of a stock option is the amount by which the current market value or the market value
upon exercise of the underlying stock exceeds the exercise price of the option.

As of December 31, 2010, there was no remaining unrecognized compensation cost related to unvested
stock options.

During the years ended December 31, 2010, 2009 and 2008, we recognized excess tax benefits related to
stock options of $2 million, $1 million and $15 million, respectively, which were recorded as adjustments to
additional paid-in capital and deferred income taxes with respect to such benefits.

The following table summarizes information about stock options outstanding and exercisable at
December 31, 2010:

Weighted-Avg.

Remaining
Range of Number Contractual Life Weighted-Avg.
Exercise Prices of Options in Years Exercise Price
(in thousands)
$ 520 - § 5.20 226 1.56 $ 5.20
535 - 5.85 32 1.26 5.47
6.11 - 6.11 358 0.82 6.11
6.40 - 7.74 64 1.25 6.87
7.80 - 7.80 325 2.02 7.80
7.86 — 10.01 111 1.82 8.58
10.08 - 10.08 357 2.48 10.08
10.10 - 15.06 197 3.05 12.82
1547 - 16.08 88 3.90 15.73
2249 - 22.49 50 4.25 22.49
$ 520 - $ 22.49 1,808 2.03 $ 8.90
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9. Financial Instruments and Hedging Activities

Natural Gas and Oil Derivatives

Our results of operations and operating cash flows are impacted by changes in market prices for natural
gas and oil. To mitigate a portion of the exposure to adverse market changes, we have entered into various
derivative instruments. These instruments allow us to predict with greater certainty the effective natural gas and
oil prices to be received for our hedged production. Although derivatives often fail to achieve 100%
effectiveness for accounting purposes, we believe our derivative instruments continue to be highly effective in
achieving our risk management objectives. As of December 31, 2010 and 2009, our natural gas and olil
derivative instruments were comprised of the following types of instruments:

Swaps: Chesapeake receives a fixed price and pays a floating market price to the counterparty for the
hedged commaodity.

Call options: Chesapeake sells call options in exchange for a premium from the counterparty. At the
time of settlement, if the market price exceeds the fixed price of the call option, Chesapeake pays the
counterparty such excess and if the market price settles below the fixed price of the call option, no
payment is due from either party.

Put options: Chesapeake receives a premium from the counterparty in exchange for the sale of a put
option. At the time of settlement, if the market price falls below the fixed price of the put option,
Chesapeake pays the counterparty such shortfall, and if the market price settles above the fixed price
of the put option, no payment is due from either party.

Knockout swaps: Chesapeake receives a fixed price and pays a floating market price. The fixed price
received by Chesapeake includes a premium in exchange for the possibility to reduce the
counterparty’s exposure to zero, in any given month, if the floating market price is lower than certain
pre-determined knockout prices.

Collars: These instruments contain a fixed floor price (put) and ceiling price (call). If the market price
exceeds the call strike price or falls below the put strike price, Chesapeake receives the fixed price
and pays the market price. If the market price is between the put and the call strike price, no
payments are due from either party. Three-way collars include an additional put option in exchange for
a more favorable strike price on the collar. This eliminates the counterparty’s downside exposure
below the second put option.

Basis protection swaps: These instruments are arrangements that guarantee a price differential to
NYMEX for natural gas from a specified delivery point. For non-Appalachian Basin basis protection
swaps, which typically have negative differentials to NYMEX, Chesapeake receives a payment from
the counterparty if the price differential is greater than the stated terms of the contract and pays the
counterparty if the price differential is less than the stated terms of the contract. For Appalachian
Basin basis protection swaps, which typically have positive differentials to NYMEX, Chesapeake
receives a payment from the counterparty if the price differential is less than the stated terms of the
contract and pays the counterparty if the price differential is greater than the stated terms of the
contract.

All of our derivative instruments are net settled based on the difference between the fixed-price payment and
the floating-price payment, resulting in a net amount due to or from the counterparty.
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The estimated fair values of our natural gas and oil derivative instruments as of December 31, 2010 and

2009 are provided below. The associated carrying values of these instruments are equal to the estimated fair
values.

December 31, 2010 December 31, 2009
Volume Fair Value Volume Fair Value
($ in millions) ($ in millions)
Natural gas (bbtu):
Fixed-price swaps ....................... 1,035,134 $ 1,307 492,053 $ 662
Calloptions .......... ... ... ... .. ....... 1,477,742 (701) 996,750 (541)
Putoptions ............. ... ... .. ... .... (51,220) (59) (69,620) (50)
Fixed-price knockoutswaps ............... — — 38,370 17
Fixed-pricecollars ....................... — — 74,240 92
Basis protectionswaps ................... 173,691 (55) 125,469 (50)
Totalnaturalgas . ...................... 2,635,347 492 1,657,262 130
Oil (mbbl):
Fixed-price swaps ....................... 4,385 (31) 5,475 3
Calloptions ........... ... ... .. ... ....... 64,226 (1,129) 14,975 (144)
Fixed-price knockoutswaps ............... 1,827 19 6,572 32
Totaloil ........ ... ... . . .. . ... 70,438 (1,141) 27,022 (109)
Total estimated fairvalue . ............... $ (649) $ 21

Pursuant to accounting guidance for derivatives and hedging, certain derivatives qualify for designation as
cash flow hedges. Following this guidance, changes in the fair value of derivative instruments designated as
cash flow hedges, to the extent they are effective in offsetting cash flows attributable to the hedged risk, are
recorded in accumulated other comprehensive income until the hedged item is recognized in earnings as the
physical transactions being hedged occur. Any change in fair value resulting from ineffectiveness is currently
recognized in natural gas and oil sales. Changes in the fair value of non-qualifying derivatives that occur prior
to their maturity (i.e., temporary fluctuations in value) are reported currently in the consolidated statements of
operations within natural gas and oil sales.

The components of natural gas and oil sales for the years ended December 31, 2010, 2009 and 2008 are
presented below.

Years Ended December 31,

2010 2009 2008
($ in millions)
Natural gas andoilsales ........... .. ... .. ... ... ... . ... .. .. $ 4,248 $ 3,291 % 7,069
Gains (losses) on natural gas and oil derivatives ................. 1,422 1,722 879
Gains (losses) on ineffectiveness of cash flow hedges ............ (23) 36 (90)
Total natural gas andoilsales .............................. $ 5,647 $ 5,049 $ 7,858

Based upon the market prices at December 31, 2010, we expect to transfer approximately $15 million (net
of income taxes) of gain included in accumulated other comprehensive income to net income (loss) during the
next 12 months in the related month of production. All transactions hedged as of December 31, 2010 are
expected to mature by December 31, 2022.

We have a multi-counterparty hedge facility with 12 counterparties that have committed to provide
approximately 5.6 tcfe of hedging capacity and an aggregate mark-to-market capacity of $15.0 billion under the
terms of the facility. In February 2011, we amended the agreement for the hedge facility primarily to allow us to
protect our natural gas liquids production from price volatility and to allow for greater flexibility when hedging
our anticipated production. As of December 31, 2010, we had hedged a total of 2.9 tcfe of our future production
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under the facility. The multi-counterparty facility allows us to enter into cash-settled natural gas, natural gas
liquids and oil price and basis hedges with the counterparties. Our obligations under the multi-counterparty
facility are secured by proved reserves, the value of which must cover the fair value of the transactions
outstanding under the facility by at least 1.65 times, and guarantees by certain subsidiaries that also guarantee
our corporate revolving bank credit facility and indentures. The counterparties’ obligations under the facility
must be secured by cash or short-term U.S. Treasury instruments to the extent that any mark-to-market
amounts they owe to Chesapeake exceed defined thresholds. The maximum volume-based hedging capacity
under the facility is governed by the expected production of the pledged reserve collateral, and volume-based
hedging limits are applied separately to price and basis hedges. In addition, there are volume-based sub-limits
for natural gas and oil hedges. Chesapeake has significant flexibility with regard to releases and/or
substitutions of pledged reserves, provided that certain collateral coverage and other requirements are met.
The facility does not have a maturity date. Counterparties to the agreement have the right to cease entering
into hedges with the company on a prospective basis as long as obligations associated with any existing
transactions in the facility continue to be satisfied in accordance with the terms of the agreement.

Interest Rate Derivatives

To mitigate our exposure to volatility in interest rates related to our senior notes and bank credit facilities,
we enter into interest rate derivatives. As of December 31, 2010 and 2009, our interest rate derivative
instruments were comprised of the following types of instruments:

« Swaps: Chesapeake enters into fixed-to-floating interest rate swaps (we receive a fixed interest rate
and pay a floating market rate) to mitigate our exposure to changes in the fair value of our senior
notes. We enter into floating-to-fixed interest rate swaps (we receive a floating market rate and pay a
fixed interest rate) to manage our interest rate exposure related to our bank credit facilities
borrowings.

» Call options: Occasionally we sell call options for a premium when we think it is more likely that the
option will expire unexercised. The option allows the counterparty to terminate a pre-determined open
swap on a specific date.

» Swaptions: Occasionally we sell an option to a counterparty for a premium which allows the
counterparty to enter into a pre-determined swap with us on a specific date.

» Collars: These instruments contain a fixed floor rate (floor) and a ceiling rate (cap). If the floating rate
is above the cap, we have a net receivable from the counterparty and if the floating rate is below the
floor, we have a net payable to the counterparty. If the floating rate is between the floor and the cap,
there is no payment due from either party. Collars are used to manage our interest rate exposure
related to our bank credit facilities borrowings.

The notional amount of debt hedged and the estimated fair value of our interest rate derivatives
outstanding as of December 31, 2010 and 2009 are provided below.

December 31, 2010 December 31, 2009
Notional Fair Notional Fair
Amount Value Amount Value

($ in millions)
Interest rate:

SWaAPS ..ot $ 1,900 $ (54) $ 2925 $ (113)
Calloptions ........ ... .. ... ... .. ... ... 250 (2) 250 (2)
Swaptions ......... ... 500 (13) 500 (11)
Collars ... .. — — 250 (6)

Totals . ... . $ 2,650 $ (69) $ 3,925 §$ (132)
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For interest rate derivative instruments designated as fair value hedges, the fair values of the hedges are
recorded on the consolidated balance sheets as assets or liabilities, with corresponding offsetting adjustments
to the debt’s carrying value. Our qualifying interest rate swaps are considered 100% effective and therefore no
ineffectiveness was recorded for the periods presented above. Changes in the fair value of non-qualifying
interest rate derivatives that occur prior to their maturity (i.e., temporary fluctuations in value) are currently
reported in the consolidated statements of operations within interest expense.

Gains or (losses) from interest rate derivative transactions are reflected as adjustments to interest
expense in the consolidated statements of operations. The components of interest expense for the years
ended December 31, 2010, 2009 and 2008 are presented below.

Years Ended December 31,

2010 2009 2008
($ in millions)
Interest expense onseniornotes ............... .. $ 718 % 765 $ 637
Interest expense on credit facilities .. ........ ... ... ... L. 61 60 117
Capitalized interest . . ... .. (716) (633) (585)
(Gains) losses on interest rate derivatives . ........... .. ... .. o (80) (114) 79
Amortization of loan discountand other .. ...... ... ... ... ... ... .. ... .. 36 35 23
Total interest eXpense ......... ... . $ 19 §$ 113 § 271

Gains and losses related to terminated qualifying interest rate derivative transactions will be amortized as
an adjustment to interest expense over the remaining term of the related senior notes. Over the next ten years,
we will recognize $34 million in gains related to such transactions.

Foreign Currency Derivatives

On December 6, 2006, we issued €600 million of 6.25% Euro-denominated Senior Notes due 2017.
Concurrent with the issuance of the euro-denominated senior notes, we entered into a cross currency swap to
mitigate our exposure to fluctuations in the euro relative to the dollar over the term of the notes. Under the
terms of the cross currency swap, on each semi-annual interest payment date, the counterparties pay
Chesapeake €19 million and Chesapeake pays the counterparties $30 million, which yields an annual dollar-
equivalent interest rate of 7.491%. Upon maturity of the notes, the counterparties will pay Chesapeake
€600 million and Chesapeake will pay the counterparties $800 million. The terms of the cross currency swap
were based on the dollar/euro exchange rate on the issuance date of $1.3325 to €1.00. Through the cross
currency swap, we have eliminated any potential variability in Chesapeake’s expected cash flows related to
changes in foreign exchange rates and therefore the swap qualifies as a cash flow hedge. The fair value of the
cross currency swap is recorded on the consolidated balance sheet as a liability of $43 million at December 31,
2010. The euro-denominated debt in long-term debt has been adjusted to $796 million at December 31, 2010
using an exchange rate of $1.3269 to €1.00.

Additional Disclosures Regarding Derivative Instruments and Hedging Activities

In accordance with accounting guidance for derivatives and hedging, to the extent that a legal right of
set-off exists, Chesapeake nets the value of its derivative arrangements with the same counterparty in the
accompanying consolidated balance sheets. Derivative instruments reflected as current in the consolidated
balance sheets represent the estimated fair value of derivatives scheduled to settle over the next twelve
months based on market prices/rates as of the respective balance sheet dates. The derivative settlement
amounts are not due until the month in which the related underlying hedged transaction occurs. Cash
settlements of our derivative instruments are generally classified as operating cash flows unless the derivative
contains a significant financing element at contract inception, in which case, these cash settlements are
classified as financing cash flows in the accompanying consolidated statements of cash flows.
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The following table sets forth the fair value of each classification of derivative instrument as of
December 31, 2010 and 2009 on a gross basis without regard to same-counterparty netting:

Fair Value

December 31, December 31,
Balance Sheet Location 2010 2009

(% in millions)

Asset Derivatives:
Derivatives designated as hedging instruments:

Commodity contracts ................ Short-term derivative instruments $ 307 $ 417
Commodity contracts ................ Long-term derivative instruments 12 36
Foreign currency contracts ............ Long-term derivative instruments — 43

Total .o 319 496

Derivatives not designated as hedging instruments:

Commodity contracts ................ Short-term derivative instruments 921 318
Commodity contracts ................ Long-term derivative instruments 229 66

Total . 1,150 384

Liability Derivatives:
Derivatives designated as hedging instruments:

Commodity contracts ................ Short-term derivative instruments (59) (1)
Interestrate contracts ................ Long-term derivative instruments (25) (11)
Foreign currency contracts ............ Long-term derivative instruments (43) —
Total .. (127) (12)
Derivatives not designated as hedging instruments:

Commodity contracts ................ Short-term derivative instruments (222) (42)
Commodity contracts ................ Long-term derivative instruments (1,837) (768)
Interestrate contracts . ............... Short-term derivative instruments (15) (27)
Interest rate contracts ................ Long-term derivative instruments (29) (94)
Total .o (2,103) (931)
Total derivative instruments . ........... ... .. .. ... $ (761)$ (63)

A consolidated summary of the effect of derivative instruments on the consolidated statements of
operations for the years ended December 31, 2010 and 2009 is provided below, separating fair value, cash
flow and non-qualifying derivatives.

The following table presents the gain (loss) recognized in net income (loss) for instruments designated as
fair value derivatives:

Years Ended
December 31,
Fair Value Derivatives Location of Gain (Loss) 2010 2009
($ in millions)
Interest rate contracts Interest expense®@ . ............... $ 20 $ 37

(a) Interest expense on items hedged for the years ended December 31, 2010 and 2009 was $19 million and
$71 million, respectively, which is included in interest expense on the consolidated statements of
operations.
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The following table presents the pre-tax gain (loss) recognized in, and reclassified from, accumulated other
comprehensive income (AOCI) and recognized in net income (loss), including any hedge ineffectiveness, for
derivative instruments designated as cash flow derivatives:

Years Ended
December 31,

Cash Flow Derivatives Location of Gain (Loss) 2010 2009
($ in millions)

Gain (Loss) Recognized in

AOCI (Effective Portion)
Commodity contracts AOCI ..................... $ 386 $ 958
Foreign exchange contracts AOCI ........... ... ... ... (22) 96

$ 364 $ 1,054

Gain (Loss) Reclassified from
AOCI (Effective Portion)
Commodity contracts Natural gas and oil sales .. ... $ 789 $ 1,425

$ 789 § 1,425

Gain (Loss) Recognized
(Ineffective Portion and
Amount Excluded from
Effectiveness Testing)®
Commodity contracts Natural gas and oil sales .. ... $ (19) $ 193

$ (19) $ 193

(a) In the years ended December 31, 2010 and 2009, the amount of gain (loss) recognized in net income
(loss) represents ($23) million and $36 million related to the ineffective portion of our cash flow derivatives
and $4 million and $157 million, respectively, related to the amount excluded from the assessment of
hedge effectiveness.

The following table presents the gain (loss) recognized in net income (loss) for instruments not qualifying
as cash flow or fair value derivatives:

Years Ended
December 31,

Non-Qualifying Derivatives Location of Gain (Loss) 2010 2009
($ in millions)
Commodity contracts Natural gas and oil sales . .... $ 629 $ 139
Interest rate contracts Interestexpense ............ 60 77
Total .................. $ 689 $ 216
Credit Risk

Derivative instruments that enable us to hedge a portion of our exposure to natural gas and oil prices and
interest rate volatility expose us to credit risk from our counterparties. To mitigate this risk, we enter into
derivative contracts only with investment-grade rated counterparties deemed by management to be competent
and competitive market makers, and we attempt to limit our exposure to non-performance by any single
counterparty. On December 31, 2010, our derivative instruments were spread among 14 counterparties.
Additionally, our multi-counterparty secured hedging facility described previously includes 12 of our
counterparties which are required to secure their natural gas and oil hedging obligations in excess of defined
thresholds. We use this facility for all of our commodity hedging.
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10. Supplemental Disclosures About Natural Gas and Oil Producing Activities
Net Capitalized Costs

Evaluated and unevaluated capitalized costs related to Chesapeake’s natural gas and oil producing
activities are summarized as follows:

December 31,
2010 2009
($ in millions)

Natural gas and oil properties:

PrOVEd ..o $ 38952 $ 35,007
UNproved ... ... 14,469 10,005

Total L 53,421 45,012
Less accumulated depreciation, depletion and amortization .................. (25,595) (24,220)
Net capitalized costs .. ... ... ... .. . $ 27826 $ 20,792

Unproved properties not subject to amortization at December 31, 2010, 2009 and 2008 consisted mainly of
leasehold acquired through corporate and significant natural gas and oil property acquisitions and through
direct purchases of leasehold. We capitalized approximately $711 million, $627 million and $585 million of
interest during 2010, 2009 and 2008, respectively, on significant investments in unproved properties that were
not yet included in the amortization base of the full-cost pool. We will continue to evaluate our unproved
properties and seismic projects; however, the timing of the ultimate evaluation and disposition of the properties
has not been determined.

The table below sets forth the cost of unproved properties excluded from the amortization base as of
December 31, 2010 and notes the year in which the associated costs were incurred:

Year of Acquisition

2010 2009 2008 Prior Total
($ in millions)
Leasehold acquisitioncost .................... $ 5619 $ 1634 $ 3992 $ 1,157 $ 12,402
Explorationcost .......... ... ... ... . ... 526 42 81 56 705
Capitalizedinterest . . .......... .. ... ... .. ... 617 180 438 127 1,362
Total ... $ 6762 $ 1,856 $ 4511 $ 1,340 $ 14,469
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Costs Incurred in Natural Gas and Oil Exploration and Development, Acquisitions and Divestitures

Costs incurred in natural gas and oil property exploration and development, acquisitions and divestitures
activities which have been capitalized are summarized as follows:

December 31,
2010 2009 2008
($ in millions)

Development and exploration costs:

Development drilling@ ... ... ... ... .. . ... $ 4739 $ 2729 $ 5,185
Exploratory drilling . ... ... . 691 651 612
Geological and geophysical costs®© ... .. ... ... ... .. ... .. L. 181 162 314
Asset retirement obligationand other . ......... ... ... ... oL 2 (2) 10

5,613 3,540 6,121
Acquisition costs:

Unproved properties(@ .. ... ... . .. . . e 6,953 2,793 8,250
Proved properties . ...... ... e 243 61 355
Deferred income taxes ............ i — — 13

7,196 2,854 8,618
Proceeds from divestitures:

Unproved properties . .. ... ... (1,524) (1,265) (5,302)
Proved properties . .......... (2,876) (461) (2,433)
(4,400) (1,726) (7,735)

Total . $ 8409 $ 4668 $ 7,004

(a) Includes capitalized internal costs of $367 million, $337 million and $326 million, respectively.
(b) Includes capitalized internal costs of $16 million, $22 million and $26 million, respectively.
(c) Includes $24 million, $29 million and $25 million of related capitalized interest, respectively.

(d) Includes $687 million, $598 million and $561 million of related capitalized interest, respectively.
Results of Operations from Natural Gas and Oil Producing Activities (unaudited)

Chesapeake’s results of operations from natural gas and oil producing activities are presented below for
2010, 2009 and 2008. The following table includes revenues and expenses associated directly with our natural
gas and oil producing activities. It does not include any interest costs or general and administrative costs and,
therefore, is not necessarily indicative of the contribution to consolidated net operating results of our natural
gas and oil operations.

Years Ended December 31,

2010 2009 2008
($ in millions)
Naturalgasandoilsales ........... ... ... ... . . .. $ 5647 $ 5049 $ 7,858
Production eXpenses .. ... e (893) (876) (889)
Productiontaxes . ... ... e (157) (107) (284)
Impairment of natural gas and oil properties .......................... —  (11,000) (2,800)
Depletion and depreciation ......... ... ... . i (1,394) (1,371) (1,970)
Imputed income tax provision@ . . ... ... .. (1,233) 3,114 (747)
Results of operations from natural gas and oil producing activities ........ $ 1,970 $ (5,191) $ 1,168

(a) The imputed income tax provision is hypothetical (at the effective income tax rate) and determined without
regard to our deduction for general and administrative expenses, interest costs and other income tax
credits and deductions, nor whether the hypothetical tax provision will be payable.
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Natural Gas and Oil Reserve Quantities (unaudited)

Chesapeake’s petroleum engineers and independent petroleum engineering firms estimated all of our
proved reserves as of December 31, 2010 and 2009. The independent petroleum engineering firms estimated
an aggregate of 78% and 83% of our estimated proved reserves (by volume), as of December 31, 2010 and
2009, respectively, as set forth below.

December 31.

2010 2009
Netherland, Sewell & Associates, INC. . ........ ... . .. 58% 59%
Lee Keeling and Associates, INC. .. ....... ... . 7% 10%
Data and Consulting Services, Division of Schlumberger Technology Corporation . . . 7% 7%
Ryder Scott Company L.P. .. ... . 6% 7%

Chesapeake’s petroleum engineers estimated all of our proved reserves as of December 31, 2008, and
independent petroleum engineering firms audited an aggregate 76% of our estimated proved reserves (by
volume), as set forth below. A reserve audit is not the same as a financial audit and a reserve audit is less
rigorous in nature than a reserve report prepared by an independent petroleum engineering firm containing its
own estimates of reserves.

December 31,

2008
Netherland, Sewell & Associates, INC. . ... . i 42%
Lee Keeling and Associates, INC. . .. .. ... 13%
Data and Consulting Services, Division of Schlumberger Technology Corporation ........... 8%
Ryder Scott Company L.P. . ... 8%
LaRoche Petroleum Consultants, Ltd. . ........ .. 5%

Proved natural gas and oil reserves are those quantities of natural gas and oil, which, by analysis of geoscience
and engineering data, can be estimated with reasonable certainty to be economically producible — from a given date
forward, from known reservoirs, and under existing economic conditions, operating methods, and government
regulations — prior to the time at which contracts providing the right to operate expire, unless evidence indicates that
renewal is reasonably certain, regardless of whether deterministic or probabilistic methods are used for the
estimation. Existing economic conditions include prices and costs at which economic producibility from a reservoir is
to be determined. Based on reserve reporting rules effective December 31, 2009, the price is calculated using the
average price during the 12-month period prior to the ending date of the period covered by the report, determined as
an unweighted arithmetic average of the first-day-of-the-month price for each month within such period, unless
prices are defined by contractual arrangements, excluding escalations based upon future conditions. The project to
extract the hydrocarbons must have commenced or the operator must be reasonably certain that it will commence
the project within a reasonable time. The area of the reservoir considered as proved includes: (i) the area identified
by drilling and limited by fluid contacts, if any, and (ii) adjacent undrilled portions of the reservoir that can, with
reasonable certainty, be judged to be continuous with it and to contain economically producible natural gas or oil on
the basis of available geoscience and engineering data. In the absence of data on fluid contacts, proved quantities in
a reservoir are limited by the lowest known hydrocarbons as seen in a well penetration unless geoscience,
engineering or performance data and reliable technology establish a lower contact with reasonable certainty. Where
direct observation from well penetrations has defined a highest known oil elevation and the potential exists for an
associated natural gas cap, proved oil reserves may be assigned in the structurally higher portions of the reservoir
only if geoscience, engineering, or performance data and reliable technology establish the higher contact with
reasonable certainty. Reserves which can be produced economically through application of improved recovery
techniques (including, but not limited to, fluid injection) are included in the proved classification when: (i) successful
testing by a pilot project in an area of the reservoir with properties no more favorable than in the reservoir as a
whole, the operation of an installed program in the reservoir or an analogous reservoir, or other evidence using
reliable technology establishes the reasonable certainty of the engineering analysis on which the project or program
was based; and (ii) the project has been approved for development by all necessary parties and entities, including
governmental entities.
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Proved developed natural gas and oil reserves are reserves of any category that can be expected to be
recovered through existing wells with existing equipment and operating methods or in which the cost of the
required equipment is relatively minor compared to the cost of a new well.

The information below on our natural gas and oil reserves is presented in accordance with regulations
prescribed by the Securities and Exchange Commission as in effect as of the date of such estimates.
Chesapeake emphasizes that reserve estimates are inherently imprecise. Our reserve estimates are generally
based upon extrapolation of historical production trends, analogy to similar properties and volumetric
calculations. Accordingly, these estimates are expected to change, and such changes could be material and
occur in the near term as future information becomes available.

Presented below is a summary of changes in estimated reserves of Chesapeake for 2010, 2009 and 2008:

Gas Oil Total
(bcf) (mmbbl) (bcfe)

December 31, 2010

Proved reserves, beginningofperiod ........... ... ... .. .. .. ..., 13,510 124.0 14,254
Extensions, discoveries and other additions ....................... 4,678 70.0 5,098
Revisions of previous estimates ........... ... ... .. .. .. .. .. ... (445) 104.6 183
Production . ... .. (925) (18.4) (1,035)
Sale of reserves-in-place ........... ... . i (1,426) (11.2) (1,493)
Purchase of reserves-in-place .. ........... ... ... .. .. .. .. .. .. ... 63 4.4 89
Proved reserves,endof period ........... .. ... . ... . ... . ... 15,455 273.4 17,096
Proved developed reserves:

Beginningofperiod .. ... ... . .. .. 7,859 78.8 8,331

Endofperiod ... ... .. . 8,246 149.3 9,143
December 31, 2009
Proved reserves, beginningofperiod ........... ... ... ... ... ... .. 11,327 120.6 12,051
Extensions, discoveries and other additions ....................... 4,530 27 1 4,693
Revisions of previous estimates . ........... ... ... ... ... ... ... .. (1,335) (10.3) (1,397)
Production . . ... .. (835) (11.8) (906)
Sale of reserves-in-place . ........... .. . (209) (1.8) (220)
Purchase of reserves-in-place ... ........ ... ... ... ... .. 32 0.2 33
Proved reserves, endof period . ......... ... ... ... .. .. . ... 13,510 124.0 14,254
Proved developed reserves:

Beginningof period . ... ... ... .. 7,582 84.9 8,091

Endofperiod . ..... ... . . . 7,859 78.8 8,331
December 31, 2008
Proved reserves, beginningofperiod .................. ... ... ..... 10,137 123.6 10,879
Extensions, discoveries and other additions ....................... 1,526 1.5 1,595
Revisions of previous estimates .. ........... ... ... .. .. .. .. ..., 957 (1.2) 950
Production . .. ... .. (775) (11.2) (843)
Sale of reserves-in-place . ........... .. . i (674) (4.6) (702)
Purchase of reserves-in-place ... ........ ... ... ... ... . .. 156 2.5 172
Proved reserves, end of period . .......... ... ... .. .. ... 11,327 120.6 12,051
Proved developed reserves:

Beginningof period . .. ... ... . 6,409 88.8 6,942

Endofperiod . ... ... ... 7,582 84.9 8,091
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During 2010, Chesapeake acquired approximately 89 bcfe of proved reserves through purchases of
natural gas and oil properties for consideration of $243 million (primarily in 5 separate transactions of greater
than $10 million each), and we sold 1.493 tcfe of our proved reserves for approximately $2.876 billion including
divestitures related to three volumetric production payment transactions, the sale of a portion of our Barnett
Shale assets and other non-core asset sales. During 2010, we recorded positive revisions of 183 bcfe to the
December 31, 2009 estimates of our reserves. Included in the revisions were 189 bcfe of positive revisions
resulting from higher natural gas prices as of December 31, 2010 and 6 bcfe of downward revisions resulting
from changes to previous estimates. Higher prices extend the economic lives of the underlying natural gas and
oil properties and thereby increase the estimated future reserves. The natural gas and oil prices used in
computing our reserves as of December 31, 2010 were $4.38 per mcf and $79.42 per barrel before price
differentials.

During 2009, Chesapeake acquired approximately 33 bcfe of proved reserves through purchases of
natural gas and oil properties for consideration of $61 million (primarily in two separate transactions of greater
than $10 million each) and we sold 220 bcfe of our proved reserves for approximately $576 million. During
2009, we recorded downward revisions of 1.397 tcfe to the December 31, 2008 estimates of our reserves.
Included in the revisions were 952 bcfe of downward revisions resulting from lower natural gas prices using the
average 12-month price in 2009 compared to the spot price as of December 31, 2008, and 445 bcfe of
downward revisions resulting from changes to previous estimates. Lower prices decrease the economic lives of
the underlying natural gas and oil properties and thereby decrease the estimated future reserves. The natural
gas and oil prices used in computing our reserves as of December 31, 2009 were $3.87 per mcf and $61.14
per barrel before price differentials.

During 2008, Chesapeake acquired approximately 172 bcfe of proved reserves through purchases of
natural gas and oil properties for consideration of $355 million (primarily in five separate transactions of greater
than $10 million each) and we sold 702 bcfe of our proved reserves for approximately $2.433 billion. During
2008, we recorded positive revisions of 950 bcfe to the December 31, 2007 estimates of our reserves. Included
in the revisions were 298 bcfe of negative adjustments caused by lower natural gas and oil prices at
December 31, 2008 compared to prices at December 31, 2007 and 1.248 tcfe of positive performance related
revisions. Lower prices decrease the economic lives of the underlying natural gas and oil properties and
thereby decrease the estimated future reserves. The natural gas and oil prices used in computing our reserves
as of December 31, 2008 were $5.71 per mcf and $44.61 per barrel before price differentials.

Standardized Measure of Discounted Future Net Cash Flows (unaudited)

Accounting Standards Topic 932 prescribes guidelines for computing a standardized measure of future net
cash flows and changes therein relating to estimated proved reserves. Chesapeake has followed these
guidelines which are briefly discussed below.

Future cash inflows and future production and development costs as of December 31, 2010 and 2009,
were determined by applying the trailing average 12-month prices and year-end costs to the estimated
quantities of natural gas and oil to be produced. Actual future prices and costs may be materially higher or
lower than the 12-month average prices and year-end costs used. Amounts as of December 31, 2008 were
determined using year-end prices and costs. For each year, estimates are made of quantities of proved
reserves and the future periods during which they are expected to be produced based on continuation of the
economic conditions applied for such year. Estimated future income taxes are computed using current statutory
income tax rates including consideration for the current tax basis of the properties and related carryforwards,
giving effect to permanent differences and tax credits. The resulting future net cash flows are reduced to
present value amounts by applying a 10% annual discount factor.

The assumptions used to compute the standardized measure are those prescribed by the Financial
Accounting Standards Board and, as such, do not necessarily reflect our expectations of actual revenue to be
derived from those reserves nor their present worth. The limitations inherent in the reserve quantity estimation
process, as discussed previously, are equally applicable to the standardized measure computations since
these estimates reflect the valuation process.
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The following summary sets forth our future net cash flows relating to proved natural gas and oil reserves
based on the standardized measure:

Years Ended December 31,

2010 2009 2008
($ in millions)
Future cashinflows .. ..... ... ... . . $ 69,616 $ 49,3220) § 62,9950
Future production costs . ....... ... (20,384) (16,620) (18,828)
Future development costs . ......... ... (11,602) (8,881) (7,378)
Future income tax provisions . . .. ... (6,859) (4,106) (9,813)
Futurenetcashflows ...... ... ... .. . . . 30,771 19,715 26,976
Less effect of a 10% discountfactor .. ......... ... ... ... ... .. ..., (17,588)  (11,512)  (15,143)
Standardized measure of discounted future net cash flows ............. $ 13,183 $ 8,203 $ 11,833

(a) Calculated using prices of $4.38 per mcf of natural gas and $79.42 per barrel of oil, before field
differentials.

(b) Calculated using prices of $3.87 per mcf of natural gas and $61.14 per barrel of oil, before field
differentials.

(c) Calculated using prices of $5.71 per mcf of natural gas and $44.61 per barrel of oil, before field
differentials.

The principal sources of change in the standardized measure of discounted future net cash flows are as
follows:

Years Ended December 31,

2010 2009 2008
($ in millions)

Standardized measure, beginning of period® .. ....................... $ 8203 $ 11,833 $ 14,962
Sales of natural gas and oil produced, net of production costs® .......... (3,199) (2,307) (5,896)
Net changes in prices and productioncosts . .......................... 3,337 (7,297) (5,025)
Extensions and discoveries, net of production and development costs ... .. 5,580 2,374 2,752
Changes in future developmentcosts . ........... .. ... ... .. ... ... 173 1,910 1,043
Development costs incurred during the period that reduced future

development CoStS . ... ... 717 650 1,130
Revisions of previous quantity estimates ............... ... ... .. ... 199 (1,290) 1,524
Purchase of reserves-in-place ........... .. ... . i 255 41 362
Sales of reserves-in-place .......... ... . .. . (2,235) (377) (1,696)
Accretion of discount . ... ... . .. . 945 1,560 2,057
Netchangeinincometaxes . ............ i (716) 2,521 1,843
Changes in productionrates and other .. ........... ... ... ... .. .... (76) (1,415) (1,223)
Standardized measure, end of period® ... ... ... .. ... ... ... ... ... $ 13,183 $ 8,203 $ 11,833

(a) The impact of cash flow hedges has not been included in any of the periods presented.
(b) Excluding gains (losses) on derivatives.
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11. Divestitures
Industry Participation Agreements

As of December 31, 2010, we had entered into five significant industry participation agreements to sell a
portion of our leasehold in certain areas, which allowed us to recover much or all of our initial leasehold
investments in the plays, reduce our ongoing capital costs, reduce future DD&A expense and reduce future
risks. The transactions are detailed below.

On November 16, 2010, we entered into an industry participation agreement with a wholly owned U.S.
subsidiary of CNOOC Limited (CNOOC) to develop our Eagle Ford Shale leasehold in South Texas. Under the
terms of the agreement, CNOOC acquired a 33.3% undivided interest in approximately 600,000 net acres of
our Eagle Ford Shale leasehold along with 18.2 bcfe of estimated proved reserves. We received $1.12 billion in
cash at closing, and CNOOC agreed to fund 75% of our share of drilling and completion costs in the Eagle
Ford Shale until an additional $1.08 billion has been paid, which we expect to occur by year-end 2012. In
addition, CNOOC has the right to a 33.3% participation in any additional leasehold we acquire in the Eagle
Ford Shale at cost plus a fee.

On January 25, 2010, we entered into an industry participation agreement with Total E&P USA, Inc., a
wholly owned subsidiary of Total S.A., to develop our Barnett Shale leasehold in north-central Texas. Under
the terms of the industry participation agreement, Total acquired a 25% undivided interest in approximately
270,000 net acres of our Barnett Shale leasehold along with 840 bcfe of estimated proved reserves. Total paid
us approximately $800 million in cash at closing (plus $78 million of drilling and completion carries due from the
effective date of the transaction to the closing date). Total is obligated to fund 60% of our share of future drilling
and completion costs until $1.45 billion has been paid, which we expect to occur by year-end 2013. In addition,
Total has the right to a 25% participation in any additional leasehold we acquire in the Barnett Shale at cost
plus a fee.

On November 25, 2008, we entered into an industry participation agreement with Statoil to develop our
Marcellus Shale leasehold in Appalachia. Under the terms of the industry participation agreement, Statoil
acquired a 32.5% undivided interest in approximately 1.8 million net acres of our Marcellus Shale leasehold
along with 2.5 bcfe of estimated proved reserves. Chesapeake received $1.25 billion in cash at closing, and
Statoil agreed to fund 75% of our share of drilling and completion costs in the Marcellus Shale until an
additional $2.125 billion has been paid, which we expect to occur by year-end 2012. In addition, Statoil has the
right to a 32.5% participation in any additional leasehold we acquire in the Marcellus Shale at cost plus a fee.

On September 5, 2008, we entered into an industry participation agreement with BP America Inc. to
develop our Fayetteville Shale leasehold in Arkansas. Under the terms of the industry participation agreement,
BP acquired a 25% undivided interest in approximately 540,000 net acres of our Fayetteville Shale leasehold
along with 161.8 bcfe of estimated proved reserves. We received $1.1 billion in cash at closing, and BP paid an
additional $800 million by funding 100% of Chesapeake’s 75% share of drilling and completion costs during
2008 and 2009. In addition, BP has the right to a 25% participation in any additional leasehold we acquire in
the Fayetteville Shale at cost plus a fee.

On July 1, 2008, we entered into an industry participation agreement with Plains Exploration & Production
Company (PXP) to develop our Haynesville and Bossier Shale leasehold in Northwest Louisiana and East
Texas. Under the terms of the industry participation agreement, PXP acquired a 20% undivided interest in
approximately 550,000 net acres of our Haynesville and Bossier Shale leasehold along with 22.9 bcfe of
estimated proved reserves. We received $1.65 billion in cash at closing, and PXP agreed to fund 50% of our
share of drilling and completion costs in the Haynesville and Bossier Shale over a multi-year period, up to an
additional $1.65 billion. In August 2009, Chesapeake and PXP amended their industry participation agreement
to accelerate the payment of PXP’s remaining drilling and completion cost carries as of September 30, 2009, in
exchange for an approximate 12% reduction in the total amount of carry obligations due to Chesapeake. As a
result, on September 29, 2009, Chesapeake received $1.1 billion in cash from PXP, and beginning in the 2009
fourth quarter Chesapeake and PXP each began paying their proportionate working interest costs on drilling. In
addition, PXP has the right to a 20% participation in any additional leasehold we acquire in the Haynesville and
Bossier Shales at cost plus a fee.

115



CHESAPEAKE ENERGY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
During 2010, 2009 and 2008, our drilling and completion costs included the benefit of approximately

$1.151 billion, $1.153 billion and $271 million, respectively, in drilling and completion carries associated with
our industry participation agreements with CNOOC, Total, Statoil, BP and PXP as follows:

Indust Indust
Participa?i,on Participa?i,on Years Ended
Shale Agreement Agreement December 31,
Play Partner Date 2010 2009 2008
($ in millions)

Eagle Ford CNOOC November 2010 $ 67 $ — 3 —
Barnett Total January 2010 483 — —
Marcellus Statoil November 2008 601 162 —
Fayetteville BP September 2008 — 601 199
Haynesville PXP July 2008 — 390 72

$ 1,151 $§ 1,153 § 271

During 2010, 2009 and 2008, as part of our industry participation agreements with Total, Statoil and PXP,
we sold interests in additional leasehold in the Barnett, Marcellus and Haynesville shale plays for
approximately $440 million, $100 million and $40 million, respectively.

For accounting purposes, cash proceeds from these transactions were reflected as a reduction of natural
gas and oil properties with no gain or loss recognized.

Volumetric Production Payments

From time to time, we choose to monetize certain of our producing assets in our more mature producing
regions. We retain drilling rights on the properties below currently producing intervals and outside of producing
well bores.

We have completed the following volumetric production payment (VPP) transactions since 2007:

Proved Reserves Original
Date of VPP Region Proceeds (bcfe) $ / mcfe Term
($ in millions) (at time of sale) (years)
September 2010 Barnett Shale $ 1,150 390 $ 2.93 5
June 2010 Permian Basin $ 335 38 $ 8.73 10
February 2010 East Texas and the $ 180 46 $ 3.95 10
Texas Gulf Coast
August 2009 South Texas $ 370 68 $ 5.46 7.5
December 2008 Anadarko and $ 412 98 $ 4.19 8
Arkoma Basins
August 2008 Anadarko Basin $ 600 93 $ 6.38 11
May 2008 Texas, Oklahoma  § 622 94 $ 6.53 11
and Kansas
December 2007 Kentucky and $ 1,100 208 $ 5.29 15
West Virginia

For accounting purposes, cash proceeds from these transactions were reflected as a reduction of natural
gas and oil properties with no gain or loss recognized, and our proved reserves were reduced accordingly.

Sale of Springridge Gathering System

On December 21, 2010, our wholly owned midstream subsidiary, Chesapeake Midstream Development,
L.P., sold its Springridge natural gas gathering system and related facilities in the Haynesville Shale to our
42.5%-owned affiliate, Chesapeake Midstream Partners, L.P. (NYSE: CHKM) for $500 million and recorded a
gain on the sale of $157 million. In connection with this transaction, CHKM and certain Chesapeake
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subsidiaries entered into ten-year gathering and compression agreements covering Chesapeake’s upstream
assets within an area of dedication around the existing pipeline system. The gathering and compression
agreements are similar to the previously existing gathering agreement between Chesapeake and CHKM and
includes a minimum volume commitment and periodic rate redetermination.

Other Divestitures

In 2010 and 2009, we sold non-core proved and unproved properties for proceeds of approximately $355
million and $450 million, respectively.

12. Investments

At December 31, 2010 and 2009, we had the following investments:

Carrying Value
December 31,

Approximate % Accounting

Owned Method 2010 2009
($ in millions)
Chesapeake Midstream Partners, L.P. . ... ... 42% Equity $ 695 $ —
Frac Tech Holdings, LLC. ................. 26% Equity 311 239
Chaparral Energy, Inc. .................... 20% Equity 133 103
Gastar Exploration Ltd. ................... 1% Cost 29 32
Other .. ... — Cost/Equity 40 30
$ 1,208 $ 404

Chesapeake Midstream Partners, L.P. On September 30, 2009, we formed a joint venture with Global
Infrastructure Partners (GIP), a New York-based private equity fund, to own and operate natural gas midstream
assets. As part of the transaction, Chesapeake contributed certain natural gas gathering and processing assets
to, and GIP purchased a 50% interest in, a new joint venture entity. The assets we contributed to the joint
venture were substantially all of our midstream assets in the Barnett Shale and also the majority of our
non-shale midstream assets in the Arkoma, Anadarko, Delaware and Permian Basins. During the fourth
quarter of 2009, the joint venture was consolidated within our financial statements. Effective January 1, 2010,
in accordance with new authoritative guidance for variable interest entities, we changed the accounting for our
investment in the joint venture to the equity method. Adoption of this new guidance resulted in an after-tax
cumulative effect charge to retained earnings of $142 million, which is reflected in our consolidated statement
of equity for the year ended December 31, 2010. This charge reflects the difference between the carrying value
of our initial investment in the joint venture, which was recorded at carryover basis as an entity under common
control, and the fair value of our equity in the joint venture as of the formation date.

On August 3, 2010, Chesapeake Midstream Partners, L.P. (NYSE: CHKM), completed an initial public
offering of 24,437,500 common units (including 3,187,500 common units issued pursuant to the exercise of the
underwriters’ over-allotment option on August 3, 2010) representing limited partner interests and received
gross offering proceeds of approximately $513 million at an initial offering price of $21.00 per unit less
approximately $38 million for underwriting discounts and commissions, structuring fees and offering expenses.
Pursuant to the terms of our contribution agreement with GIP, CHKM distributed the approximate $62 million of
net proceeds from the exercise of the over-allotment option to GIP on August 3, 2010. In connection with the
closing of the offering, Chesapeake and GIP contributed the interests of the midstream joint venture’s operating
subsidiary to CHKM, and CHKM is continuing the business that had been conducted by the joint venture.
Common units owned by public security holders represent 17.7% of all outstanding limited partner interests,
and Chesapeake and GIP hold 42.3% and 40.0%, respectively, of all outstanding limited partner interests. The
limited partners, collectively, have a 98.0% interest in CHKM and the general partner, which is owned and
controlled 50/50 by Chesapeake and GIP, has a 2.0% interest in CHKM.

During 2010, we recorded positive equity method adjustments of $89 million for our share of CHKM’s
income and recorded accretion adjustments of $14 million for our share of equity in excess of cost. As a result
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of the initial public offering by CHKM in 2010, we recognized a $90 million gain on our investment. The gain
represented our proportionate share of the excess of offering proceeds over the carrying value of our
investment in CHKM and is reported in earnings (losses) from equity investees on our statements of
operations. The carrying value of our investment in CHKM is less than our underlying equity in net assets by
approximately $237 million as of December 31, 2010. This difference is being accreted over 20 years.

In 2010, we received cash distributions of $88 million from CHKM and its predecessor.

Frac Tech Holdings, LLC. Frac Tech Holdings, LLC provides hydraulic fracturing and other services to oil
and gas companies. In 2010, we made an additional $100 million investment in Frac Tech, recorded positive
equity method adjustments of $55 million for our share of Frac Tech’s income and recorded depreciation
adjustments of $25 million for our cost in excess of equity. In addition, in November 2010 and December 2010,
we received cash distributions of $52 million and $6 million, respectively, from Frac Tech. The carrying value of
our investment in Frac Tech is in excess of our underlying equity in net assets by approximately $153 million as
of December 31, 2010. This excess amount is attributed to certain intangibles associated with the specialty
services provided by Frac Tech and is being amortized over the estimated life of the intangibles. We recently
announced our intention to sell our interest in Frac Tech. The sale is subject to changes in market conditions
and other factors, and there can be no assurance that we will complete the transaction on a timely basis or at
all.

Chaparral Energy, Inc. Chaparral Energy, Inc. is an independent oil and natural gas company engaged in
the production, acquisition and exploitation of oil and natural gas properties. In 2010, we recorded positive
equity method adjustments of $5 million for our share of Chaparral’s income and depreciation adjustments of
$6 million for our cost in excess of equity. The carrying value of our investment in Chaparral is in excess of our
underlying equity in net assets by approximately $58 million as of December 31, 2010. This excess is attributed
to the natural gas and oil reserves held by Chaparral and is being amortized over the estimated life of these
reserves based on a unit of production rate. In addition, as a result of an equity offering by Chaparral to a third
party in April 2010, we recognized a $31 million gain on our investment in 2010. This gain represented our
proportionate share of the excess of offering proceeds over the carrying value of our investment in Chaparral
and is reported in earnings (losses) from equity investees on our statements of operations. Due to the dramatic
decrease in natural gas and oil prices at the end of 2008 and into 2009 as a result of the slowing of the
worldwide economy, on March 31, 2009 and December 31, 2008, we recognized an other than temporary
impairment on our investment in Chaparral of $51 million and $100 million, respectively. We recently
announced our intention to sell our investment in Chaparral. The sale is subject to changes in market
conditions and other factors, and there can be no assurance that we will complete the transaction on a timely
basis or at all.

Gastar Exploration Ltd. Gastar Exploration Ltd. (AMEX: GST) is an independent energy company
engaged in the exploration, development and production of natural gas and oil in the U.S. During 2010, the
common stock price of Gastar decreased from $4.79 per share to $4.30 per share. Due to the dramatic
decrease in natural gas and oil prices at the end of 2008 and into 2009 as a result of the slowing of the
worldwide economy, on March 31, 2009, we recognized an other than temporary impairment on our investment
in Gastar of $70 million. Our investment in Gastar had a historical cost basis of $89 million as of December 31,
2010 and 2009.

Other. In 2010, we invested $20 million for a 40% equity interest in Twin Eagle Resource Management
LLC, a natural gas trading and management firm. In 2010, we recorded a $16 million impairment of certain
other equity investments. Our investees were impacted by the dramatic slowing of the worldwide economy and
the tightening of the credit markets in the fourth quarter of 2008 and into 2009. The economic weakness
resulted in significantly reduced natural gas and oil prices leading to a meaningful decline in the overall level of
activity in the markets served by our investees. Associated with the weakness in performance of certain of the
investees, as well as an evaluation of their financial condition and near-term prospects, we recognized that an
other than temporary impairment had occurred on March 31, 2009 and December 31, 2008 of $41 million and
$80 million, respectively.
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13. Restructuring Costs

In 2009, we restructured our Charleston, West Virginia-based Eastern Division from a regional corporate
headquarters to a regional field office consistent with the business model the company uses elsewhere in the
country. As a result, we consolidated the management of our Eastern Division land, legal, accounting,
information technology, geoscience and engineering departments into our corporate offices in Oklahoma City.
The costs of the reorganization include termination benefits, consolidating or closing facilities and relocating
employees. In addition, we had certain other workforce reductions that resulted in termination benefits. A
summary of Chesapeake’s restructuring costs is presented below:

Year Ended
December 31, 2009

($ in millions)

Termination and relocation COStS . .. ........ . $ 2
Acceleration of restricted stock awards . .......... ... . . . . ... ... 9
Other associated COStS . ... ... e e e e e e 3

Total Restructuring Costs . ... ... .. .. i $ 34

14. Fair Value Measurements

Certain financial instruments are reported at fair value on the consolidated balance sheets. Under fair
value measurement accounting guidance, fair value is defined as the amount that would be received from the
sale of an asset or paid for the transfer of a liability in an orderly transaction between market participants, i.e.,
an exit price. To estimate an exit price, a three-level hierarchy is used. The fair value hierarchy prioritizes the
inputs, which refer broadly to assumptions market participants would use in pricing an asset or a liability, into
three levels. Level 1 inputs are unadjusted quoted prices in active markets for identical assets and liabilities
and have the highest priority. Level 2 inputs are inputs other than quoted prices within Level 1 that are
observable for the asset or liability, either directly or indirectly. Level 3 inputs are unobservable inputs for the
financial asset or liability and have the lowest priority. Chesapeake uses a market valuation approach based on
available inputs and the following methods and assumptions to measure the fair values of its assets and
liabilities, which may or may not be observable in the market.

Cash Equivalents. The fair value of cash equivalents is based on quoted market prices.

Investments. The fair value of Chesapeake’s investment in Gastar Exploration Ltd. (NYSE Amex: GST)
common stock is based on a quoted market price.

Other Long-Term Assets and Liabilities. The fair value of other long-term assets and liabilities, consisting
of obligations under our Deferred Compensation Plan, is based on quoted market prices.

Derivatives. The fair values of our commodity derivatives are based on a third-party pricing model which
utilizes inputs that are either readily available in the public market, such as natural gas and oil forward curves
and discount rates, or can be corroborated from active markets or broker quotes. These values are then
compared to the values given by our counterparties for reasonableness. Since commodity swaps do not
include optionality and therefore have no unobservable inputs, they are classified as Level 2. All other
commodity derivatives have some level of unobservable input, such as volatility curves, and are therefore
classified as Level 3. For interest rate and foreign currency derivatives, we use the fair value estimates
provided by our respective counterparties, which are classified as Level 3 inputs. These values are reviewed
internally for reasonableness using future interest rate curves and time to maturity. Derivatives are also subject
to the risk that counterparties will be unable to meet their obligations. We factor in non-performance risk in the
valuation of our derivatives using current published credit default swap rates. To date this has not had a
material impact on the values of our derivatives.

Debt. The fair value of certain of our long-term debt is based on the face amount of that debt along with
the value of related interest rate swaps.
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The following table provides fair value measurement information for financial assets (liabilities) measured
at fair value on a recurring basis as of December 31, 2010:

Significant
Quoted Other Significant
Prices in Observable Unobservable
Active Markets Inputs Inputs Total
(Level 1) (Level 2) (Level 3) Fair Value

($ in millions)
Financial Assets (Liabilities):

Cashequivalents ................. $ 102 $ — 3 — 3 102
Investments ............. ... ..., 29 — — 29
Other long-term assets .. ........... 52 — — 52
Long-termdebt ............. ... ... — — (1,371) (1,371)
Other long-term liabilities ........... (52) — — (52)

Derivatives:
Commodity assets . .............. — 1,364 105 1,469
Commodity liabilities ............. — (59) (2,059) (2,118)
Interest rate liabilities ............ — — (69) (69)
Foreign currency liabilities ........ — — (43) (43)
Total derivatives .............. — 1,305 (2,066) (761)
Total ......... ... ... ..... $ 131§ 1,305 § (3,437) $ (2,001)

The following table provides fair value measurement information for financial assets (liabilities) measured
at fair value on a recurring basis as of December 31, 2009:

Significant
Quoted Other Significant
Prices in Observable Unobservable
Active Markets Inputs Inputs Total
(Level 1) (Level 2) (Level 3) Fair Value

($ in millions)
Financial Assets (Liabilities):

Cashequivalents.................... $ 307 $ — 95 — 95 307
Investments . ........... ... ... ... 32 — — 32
Other long-termassets . .............. 34 — — 34
Long-termdebt ........ ... ... .. .. ... — — (1,398) (1,398)
Other long-term liabilities . ............ (34) — — (34)

Derivatives:
Commodity assets .. ............... — 693 143 836
Commodity liabilities ............... — ) (809) (810)
Interest rate liabilities .............. — — (132) (132)
Foreign currency assets ............ — — 43 43
Total derivatives .. ............... — 692 (755) (63)
Total ........ ... ... ... ... ... $ 339 § 692 $ (2,153) $ (1,122)
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A summary of the changes in Chesapeake’s assets (liabilities) classified as Level 3 measurements during
2010 and 2009 is presented below:

Derivatives
Interest Foreign
Commodity Rate Currency Debt

($ in millions)
Beginning Balance as of

January1,2010 ...................... $ (666) $ (132) $ 43 $ (1,398)
Total gains (losses) (realized/unrealized):
Included in earnings (realized)@ . ......... 378 14 — —
Included in earnings or change in net
assets (unrealized)@ ................. (1,492) 46 (63) 77
Included in other comprehensive income
(IoSS) oo (25) — (23) —
Purchases, issuances and settlements .. .... (149) 3 — (50)®)

Transfersinand outof Level 3 ............. — — — —
Ending Balance as of

December 31,2010 ................... $ (1,954) $ (69) $ 43)% (1,371)
Beginning Balance as of
January 1,2009 ...................... $ 432 § (63) % (77 $ (1,470)
Total gains (losses) (realized/unrealized):
Included in earnings (realized)@ .......... 879 23 — —
Included in earnings or change in net
assets (unrealized)® . ................ (988) 91 25 (128)
Included in other comprehensive income
(IoSS) « v 28 — 95 —
Purchases, issuances and settlements ... ... (1,017) (183) — 2000

Transfersinand outof Level 3 ............. — — — —

Ending Balance as of
December 31,2009 ................... $ (666) $ (132) $ 43 % (1,398)

(a) Amounts related to commodity derivatives are included in natural gas and oil sales, and amounts related to
interest rate and foreign currency derivatives and debt are included in Interest Expense.

(b) Amount represents a(n) (increase)/decrease in debt recorded at fair value as a result of new or terminated
interest rate swaps.

Fair Value of Other Financial Instruments

The following disclosure of the estimated fair value of financial instruments is made in accordance with
accounting guidance for financial instruments. We have determined the estimated fair values by using available
market information and valuation methodologies. Considerable judgment is required in interpreting market data
to develop the estimates of fair value. The use of different market assumptions or valuation methodologies may
have a material effect on the estimated fair value amounts.

The carrying values of financial instruments comprising current assets and current liabilities approximate
fair values due to the short-term maturities of these instruments. We estimate the fair value of our long-term
debt and our convertible preferred stock primarily using quoted market prices. Fair value is compared to the
carrying value, excluding the impact of interest rate derivatives, in the table below.

December 31, 2010 December 31, 2009
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
($ in millions)
Long-termdebt ............ ... ... ... ...... $ 12,631 $ 13,272 § 12,226 $ 12,824
Convertible preferred stock .................... $ 3,065 $ 3,019 $ 466 $ 401
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15. Asset Retirement Obligations

The components of the change in our asset retirement obligations are shown below.

Years Ended December 31,

2010 2009
($ in millions)

Asset retirement obligations, beginning of period . ......... ... .. ... .. ... $ 282 % 269
Additions . . ..o 16 14
ReVISIONS . . — (3)
Settlements and disposals . ......... ... (12) (15)
Accretion eXpPeNnSe . ... .. . 15 17

Asset retirement obligations, end of period ............ ... ... ... ....... $ 301§ 282

16. Major Customers and Segment Information

There were no sales to individual customers constituting 10% or more of total revenues (before the effects
of hedging) for the year ended December 31, 2010. Major customers for the years ended December 31, 2009
and 2008 were as follows:

Year Ended Percent of
December 31, Customer Amount Total Revenues
($ in millions)
2009 EDF Trading North America LLC $ 571 10%
2008 Eagle Energy Partners |, L.P. $ 1,283 12%

In accordance with accounting guidance for disclosures about segments of an enterprise and related
information, we have two reportable operating segments. Our exploration and production operating segment
and natural gas and oil marketing, gathering and compression operating segment are managed separately
because of the nature of their products and services. The exploration and production segment is responsible
for finding and producing natural gas and oil. The marketing, gathering and compression segment is
responsible for marketing, gathering and compression of natural gas and oil primarily from Chesapeake-
operated wells. We also have drilling rig and trucking operations which are responsible for providing drilling rigs
primarily used on Chesapeake-operated wells and trucking services utilized in the transportation of drilling rigs
on both Chesapeake-operated wells and wells operated by third parties. Our drilling rig and trucking service
operations are presented in “Other Operations” in the table below.
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Management evaluates the performance of our segments based upon income (loss) before income taxes.
Revenues from the sale of natural gas and oil related to Chesapeake’s ownership interests by the marketing,
gathering and compression segment are reflected as exploration and production revenues. Such amounts
totaled $4.0 billion, $2.9 billion and $5.5 billion for 2010, 2009 and 2008, respectively. The following tables
present selected financial information for Chesapeake’s operating segments.

Exploration Marketing,
and Gathering and Other Intercompany Consolidated
Production Compression Operations Eliminations Total
($ in millions)

For the Year Ended

December 31, 2010:

Revenues .......... $ 5,647 $ 7433 $ 757 $ 4,471)% 9,366

Intersegment

revenues ......... — (3,954) (517) 4,471 —
Total revenues . ... 5,647 3,479 240 — 9,366

Depreciation, depletion

and

amortization ........ 1,546 44 93 (69) 1,614
Other income

(expense) .......... 14 2 — — 16
Interest expense ... ... (13) (6) — — (19)
Impairment of

investments ........ (16) — — — (16)
(Gains) losses on sale

of other

property and

equipment.......... 2 (139) — — (137)
Other impairments . .. .. — 20 1 — 21
Losses on redemptions

or

exchanges of debt . .. (129) — — — (129)
Earnings (losses) from

equity

investees .......... 34 193 — — 227
INCOME (LOSS)

BEFORE

INCOME TAXES .... $ 2,561 $ 362 $ (29) % (10)$ 2,884
TOTAL ASSETS ...... $ 33,632 $ 3458 $ 854 $ (765) $ 37,179
NET CAPITAL

EXPENDITURES .... § 8,671 § (2,011)(a)$ 269 § —$ 6,929

(a) Effective January 1, 2010, in accordance with new authoritative guidance for variable interest entities, we
ceased consolidating our midstream joint venture with Global Infrastructure Partners within our financial
statements.

123



CHESAPEAKE ENERGY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

For the Year Ended
December 31, 2009:
Revenues
Intersegment

revenues

Total revenues
Depreciation, depletion
and amortization
Other income
(expense)
Interest expense
Impairment of natural gas
and oil properties
Impairment of
investments
(Gains) losses on sale of
other property and
equipment
Other impairments
Losses on redemptions or
exchanges of debt . . ..
Earnings (losses) from
equity investees
INCOME (LOSS)
BEFORE INCOME
TAXES
TOTAL ASSETS
NET CAPITAL
EXPENDITURES

For the Year Ended
December 31, 2008:
Revenues
Intersegment

revenues

Total revenues
Depreciation, depletion
and amortization
Other income
(expense)
Interest expense
Impairment of natural gas
and oil properties
Impairment of
investments
Other impairments
Losses or redemptions on
exchanges of debt . ...
Earnings (losses) from
equity investees
INCOME (LOSS)
BEFORE INCOME
TAXES
TOTAL ASSETS
NET CAPITAL
EXPENDITURES

Exploration
and
Production

Marketing,

Gathering and

Compression

Other
Operations

Eliminations

Intercompany Consolidated

Total

($ in millions)

5,049 $ 5341 § 414 $ (3,102) $ 7,702
— (2,878) (224) 3,102 —
5,049 2,463 190 — 7,702
1,556 44 50 (35) 1,615
9 3 1 (2) 11
(113) (1) — 1 (113)
11,000 — — — 11,000
(162) — — — (162)
— 38 — — 38

13 90 27 — 130
(40) — — — (40)
(39) — — — (39)
(9,173)$ 48) $ (70)$ 3% (9,288)
25,637 $ 4323 $ 660 $ (706) $ 29,914
4,837 $ 966 $ 290 $ —$ 6,093
7,858 $ 9,126 $ 631 $ (5,986) $ 11,629
— (5,528) (458) 5,986 —
7,858 3,598 173 — 11,629
2,108 28 35 (27) 2,144
27 6 — (6) 27
(271) 2) — 2 (271)
2,800 — — — 2,800
(180) — — — (180)
— 30 — — 30

(4) — — — (4)
(38) — — — (38)
968 $ 28 $ 82 $ 87)$ 991
35,415 $ 3416 $ 465 $ (703)$ 38,593
7,658 $ 1,765 $ 229 $ — 3 9,652
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17. Condensed Consolidating Financial Information

Chesapeake Energy Corporation is a holding company and owns no operating assets and has no
significant operations independent of its subsidiaries. Our obligations under our outstanding senior notes and
contingent convertible senior notes listed in Note 3 are fully and unconditionally guaranteed, jointly and
severally, by certain of our wholly owned subsidiaries on a senior unsecured basis. Our midstream subsidiary,
CMD, is not a guarantor and is subject to covenants in the midstream revolving bank credit facility referred to in
Note 3 that restricts it from paying dividends or distributions or making loans to Chesapeake.

Set forth below are condensed consolidating financial statements for Chesapeake Energy Corporation
(parent) on a stand-alone, unconsolidated basis, and its combined guarantor and combined non-guarantor
subsidiaries as of December 31, 2010 and 2009 and for the years ended December 31, 2010, 2009 and 2008.
The financial information may not necessarily be indicative of results of operations, cash flows or financial
position had the subsidiaries operated as independent entities.

CONDENSED CONSOLIDATING BALANCE SHEET
AS OF DECEMBER 31, 2010
($ in millions)

Guarantor Non-Guarantor
Parent Subsidiaries Subsidiaries Eliminations Consolidated

CURRENT ASSETS:
Cash and cash equivalents . . .. .. .. $ —$ 2% 100 $ —$ 102
Other ....... .. ... ... ... ..... 7 3,065 123 (31) 3,164
Total Current Assets ........... 7 3,067 223 (31) 3,266
PROPERTY AND EQUIPMENT:
Natural gas and oil properties, at
cost based on full-cost
accounting ................... — 27,822 4 — 27,826
Other property and equipment,
net....... ... . — 3,230 1,322 — 4,552
Total Property and Equipment . .. — 31,052 1,326 — 32,378
Otherassets ................... 166 669 700 — 1,535
Investments in subsidiaries and
intercompany advance ......... 1,217 263 — (1,480) —
TOTALASSETS ................ $ 1,390 $ 35,051 $ 2,249 § (1,511) % 37,179
CURRENT LIABILITIES:
Current liabilities ................ $ 302 $ 4,082 $ 137 $ 31$% 4,490
Intercompany payable (receivable)
fromparent................... (23,664) 21,939 1,612 113 —
Total Current Liabilities ......... (23,362) 26,021 1,749 82 4,490
LONG-TERM LIABILITIES:
Long-termdebt, net .............. 8,934 3,612 94 — 12,640
Deferred income tax liabilities . . . . .. 482 1,879 136 (113) 2,384
Other liabilities .. ................ 72 2,322 7 — 2,401
Total Long-Term Liabilities . ... .. 9,488 7,813 237 (113) 17,425
EQUITY:
Chesapeake stockholders’ equity . . . 15,264 1,217 263 (1,480) 15,264
Noncontrolling interest . .......... — — — — —
Total Equity .................. 15,264 1,217 263 (1,480) 15,264
TOTAL LIABILITIES AND
EQUITY ..................... $ 1,390 $ 35,051 $ 2,249 $ (1,511 % 37,179
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CONDENSED CONSOLIDATING BALANCE SHEET
AS OF DECEMBER 31, 2009
($ in millions)

Guarantor Non-Guarantor

Parent Subsidiaries  Subsidiaries Eliminations Consolidated
CURRENT ASSETS:
Cash and cash
equivalents ............. $ — 93 293 § 14 $ — 93 307
Other .................... 27 2,031 166 (85) 2,139
Total Current Assets ... .. 27 2,324 180 (85) 2,446
PROPERTY AND
EQUIPMENT:
Natural gas and oil
properties, at cost based
on full-cost accounting .. .. — 20,788 4 — 20,792
Other property and
equipment,net .......... — 2,903 3,015 — 5,918
Total Property and
Equipment .. .......... — 23,691 3,019 — 26,710
Otherassets .............. 197 541 20 — 758
Investments in subsidiaries
and intercompany
advance................ 3,029 262 — (3,291) —
TOTAL ASSETS ............ $ 3,253 § 26,818 $ 3,219 § (3,376) $ 29,914
CURRENT LIABILITIES:
Current liabilities . ... ....... $ 277 $ 2,261 § 235 $ (85)% 2,688
Intercompany payable
(receivable) from parent . . . (19,388) 17,572 1,729 87 —
Total Current Liabilities . . . (19,111) 19,833 1,964 2 2,688
LONG-TERM LIABILITIES:
Long-term debt, net ........ 10,359 1,892 44 — 12,295
Deferred income tax
liabilities . . .............. 393 704 49 (87) 1,059
Other liabilities ............ 168 1,360 3 — 1,531
Total Long-Term
Liabilities ............. 10,920 3,956 96 (87) 14,885
EQUITY:
Chesapeake stockholders’
equity ............... ... 11,444 3,029 262 (3,291) 11,444
Noncontrolling interest . . . . .. — — 897 — 897
Total Equity .. ........... 11,444 3,029 1,159 (3,291) 12,341
TOTAL LIABILITIES AND
EQUITY ................. $ 3,253 § 26,818 $ 3219 § (3,376) $ 29,914
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CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31, 2010
($ in millions)

REVENUES:
Natural gas and oil sales . . . .. ...
Marketing, gathering and
compressionsales ...........
Service operations revenue .....

Total Revenues .............

OPERATING COSTS:
Production expenses . ..........
Productiontaxes ..............
General and administrative
EXPENSES .. ...t
Marketing, gathering and
compression expenses . ......
Service operations expense . .. ..
Natural gas and oil depreciation,
depletion and amortization .. ..
Depreciation and amortization of
otherassets ................
(Gains) losses on sales of other
property and equipment . ... ..
Other impairments .............

Total Operating Costs ..........

INCOME (LOSS) FROM
OPERATIONS ................

OTHER INCOME (EXPENSE):
Interest expense ..............
Earnings (losses) from equity

investees ..................
Losses on redemptions or

exchanges ofdebt ...........
Impairment of investments .. ....
Other income (expense) ........
Equity in net earnings of

subsidiary ..................

Total Other Income
(Expense) ................

INCOME (LOSS) BEFORE
INCOME TAXES ..............

INCOME TAX EXPENSE
(BENEFIT) ........covveenn..

NET INCOME (LOSS) ...........

Guarantor Non-Guarantor
Parent Subsidiaries Subsidiaries Eliminations Consolidated
— 5,647 $ — 39 — 93 5,647
— 3,368 248 (137) 3,479
— 240 — — 240
— 9,255 248 (137) 9,366
— 893 — — 893
— 157 — — 157
2 421 30 — 453
— 3,293 125 (66) 3,352
— 208 — — 208
— 1,394 — — 1,394
— 170 50 — 220
— 2 (139) — (137)
— 1 20 — 21
2 6,539 86 (66) 6,561
(2) 2,716 162 (71) 2,805
(637) (99) (1) 718 (19)
— 34 193 — 227
(129) — — — (129)
— (16) — — (16)
718 11 5 (718) 16
1,805 177 — (1,982) —
1,757 107 197 (1,982) 79
1,755 2,823 359 (2,053) 2,884
(19) 1,018 138 (27) 1,110
1,774 $ 1,805 $ 221 $ (2,026) $ 1,774
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CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS

REVENUES:
Natural gas and oil sales .. ...
Marketing, gathering and
compression sales ........
Service operations revenue ..

Total Revenues ..........

OPERATING COSTS:
Production expenses ........
Productiontaxes ...........
General and administrative

eXPENSES . . ...
Marketing, gathering and
compression expenses .. ..
Service operations expense ..
Natural gas and oil
depreciation, depletion and
amortization .............
Depreciation and amortization
of otherassets ...........
Impairment of natural gas and
oil properties .............
(Gains) losses on sales of
other property and
equipment ...............
Other impairments ..........
Restructuring costs .........

Total Operating Costs .. ...

INCOME (LOSS) FROM
OPERATIONS .............

OTHER INCOME (EXPENSE):
Interestexpense . ...........
Earnings (losses) from equity

investees ................
Losses on redemptions or

exchanges ofdebt ........
Impairment of investments . ..
Other income (expense) .. ...
Equity in net earnings of

subsidiary ...............

Total Other Income
(Expense) .............

INCOME (LOSS) BEFORE
INCOME TAXES ...........

INCOME TAX EXPENSE
(BENEFIT) ................

NET INCOME (LOSS) . .......

Net (income) loss attributable
to noncontrolling interest . . .

NET INCOME (LOSS)

ATTRIBUTABLE TO
CHESAPEAKE ............

FOR THE YEAR ENDED DECEMBER 31, 2009
($ in millions)

Guarantor Non-Guarantor
Parent Subsidiaries Subsidiaries Eliminations  Consolidated

— 5,049 $ — $ — 9 5,049

— 2,181 510 (228) 2,463

— 190 — — 190

— 7,420 510 (228) 7,702

— 877 (1 — 876

— 107 — — 107

— 318 31 — 349

— 2,125 201 (10) 2,316

— 182 — — 182

— 1,371 — — 1,371

— 149 95 — 244

— 11,000 — — 11,000

— — 38 — 38

— 40 90 — 130

— 34 — — 34

— 16,203 454 (10) 16,647

— (8,783) 56 (218) (8,945)
(652) (145) @) 685 (113)
— (39) — — (39)
(40) — — — (40)
— (162) — — (162)
685 53 (42) (685) 11
(5,826) (153) — 5,979 —
(5,833) (446) (43) 5,979 (343)
(5,833) (9,229) 13 5,761 (9,288)
(3) (3,403) 5 (82) (3,483)
(5,830) (5,826) 8 5,843 (5,805)
— — (25) — (25)
(5,830) $ (5,826) $ ns 5843 $ (5,830)
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CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2008
($ in millions)

REVENUES:
Natural gas and oil sales ..
Marketing, gathering and
compression sales . . .. ..
Service operations
revenue ...............

Total Revenues ........

OPERATING COSTS:
Production expenses . . . ...
Production taxes .........
General and administrative

expenses .............
Marketing, gathering and

compression

expenses .............
Service operations

expense ..............
Natural gas and oll

depreciation, depletion

and amortization .......
Depreciation and

amortization of other

assets ................
Impairment of natural gas

and oil properties .......
Other impairments . .......

Total Operating Costs . ..

INCOME (LOSS) FROM
OPERATIONS ...........

OTHER INCOME
(EXPENSE):
Interest expense .........
Earnings (losses) from
equity investees ........
Losses on redemptions or
exchanges of debt . ... ..
Impairment of
investments ...........
Other income (expense) . ..
Equity in net earnings of
subsidiary .............

Total Other Income
(Expense) ...........

INCOME (LOSS) BEFORE
INCOME TAXES .........

INCOME TAX EXPENSE
(BENEFIT) ..............

NET INCOME (LOSS) ......

Guarantor Non-Guarantor
Parent Subsidiaries  Subsidiaries Eliminations  Consolidated
—$ 7,858 $ — $ —$ 7,858
— 3,420 333 (155) 3,598
— 173 — — 173
—_ 11,451 333 (155) 11,629
— 890 ) — 889
— 284 — — 284
— 364 13 — 377
— 3,363 142 — 3,505
— 143 — — 143
— 1,970 — — 1,970
14 129 48 (17) 174
— 2,800 — — 2,800
— — 30 — 30
14 9,943 232 (17) 10,172
(14) 1,508 101 (138) 1,457
(630) (197) (2) 558 (271)
— (38) — — (38)
(4) — — — (4)
— (180) — — (180)
558 21 6 (558) 27
659 (20) — (639) —
583 (414) 4 (639) (466)
569 1,094 105 (777) 991
(35) 435 41 (54) 387
604 $ 659 $ 64 (723) $ 604
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CONDENSED CONSOLIDATING STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2010
($ in millions)

Guarantor Non-Guarantor
Parent Subsidiaries  Subsidiaries Eliminations Consolidated

CASH FLOWS FROM
OPERATING
ACTIVITIES .......... $ — 95 4,758 $ 359 § — 39 5,117

CASH FLOWS FROM

INVESTING
ACTIVITIES:
Additions to natural gas

and oil properties .. .. — (12,187) — — (12,187)
Proceeds from

divestitures of natural

gas and oll

properties .......... — 4,292 — — 4,292
Additions to other

property and

equipment .......... — (561) (765) — (1,326)
Other investing

activities ........... — 329 659 (270) 718

Cash used in investing
activities . . ........ — (8,127) (106) (270) (8,503)

CASH FLOWS FROM

FINANCING
ACTIVITIES:
Proceeds from credit

facilities borrowings . . — 14,384 733 — 15,117
Payments on credit

facilities borrowings . . — (12,664) (639) — (13,303)
Proceeds from issuance

of senior notes, net of

offeringcosts ....... 1,967 — — — 1,967
Proceeds from preferred

stock, net of offering

costs .............. 2,562 — — — 2,562
Cash paid to redeem

debt ............... (3,434) — — — (3,434)
Other financing

activities ........... (339) 1,158 (277) (270) 272
Intercompany advances,

net ................ (756) 200 16 540 —

Cash provided by
(used in) financing
activities . . ........ — 3,078 (167) 270 3,181

Net increase (decrease) in

cash and cash

equivalents ........... — (291) 86 — (205)
Cash and cash

equivalents, beginning of

period ............... — 293 14 — 307

Cash and cash
equivalents, end of
period ............... $ —$ 25 100 $ —$ 102

130



CHESAPEAKE ENERGY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
CONDENSED CONSOLIDATING STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2009
($ in millions)

CASH FLOWS FROM
OPERATING
ACTIVITIES ..........

CASH FLOWS FROM
INVESTING
ACTIVITIES:

Additions to natural gas
and oil properties . ...
Proceeds from
divestitures of natural
gas and oll
properties ..........
Additions to other
property and
equipment ..........
Other investing
activities . ..........

Cash used in investing
activities . . ........

CASH FLOWS FROM
FINANCING
ACTIVITIES:

Proceeds from credit
facilities borrowings . .
Payments on credit
facilities borrowings . .
Proceeds from issuance
of senior notes, net of
offeringcosts .......
Proceeds from sales of
noncontrolling interest
in midstream joint
venture ............
Other financing
activities ...........
Intercompany advances,
net ................

Cash provided by
financing
activities . .. .. ... ..

Net increase (decrease) in
cash and cash
equivalents ...........

Cash and cash
equivalents, beginning of
period ...............

Cash and cash

equivalents, end of
period ...............

Guarantor Non-Guarantor
Parent Subsidiaries = Subsidiaries Eliminations Consolidated

— 4512 $ (156) $ 4,356

— (5,840) — (5,840)

— 1,926 — 1,926

— (894) (789) (1,683)

— 79 56 135

— (4,729) (733) (5,462)

— 6,933 828 7,761

— (8,514) (1,244) (9,758)
1,346 — — 1,346
— — 588 588
(276) 65 (62) (273)
(1,070) 277 793 —
— (1,239) 903 (336)

_ (1,456) 14 (1,442)

— 1,749 — 1,749

— 293 $ 14 $ 307
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CONDENSED CONSOLIDATING STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2008
($ in millions)

Guarantor Non-Guarantor

Parent Subsidiaries  Subsidiaries Eliminations Consolidated
CASH FLOWS FROM
OPERATING
ACTIVITIES ............ $ 156 $ 5719 $ 175 $ (693) $ 5,357

CASH FLOWS FROM
INVESTING ACTIVITIES:
Additions to natural gas
and oil properties . ..... — (14,697) — — (14,697)
Proceeds from divestitures
of natural gas and oil

properties ............ — 7,670 — — 7,670
Additions to other property
and equipment ........ — (1,759) (1,314) — (3,073)
Other investing activities . . — 135 — — 135
Cash used in investing
activities . ........... — (8,651) (1,314) — (9,965)

CASH FLOWS FROM
FINANCING ACTIVITIES:
Proceeds from credit

facilities borrowings .. .. — 12,831 460 — 13,291
Payments on credit
facilities borrowings . ... — (11,307) — — (11,307)

Proceeds from issuance of

senior notes, net of

offeringcosts . ......... 2,136 — — — 2,136
Proceeds from issuance of

common stock, net of

offeringcosts .. ........ 2,598 — — — 2,598
Cash paid to redeem
debt ................. (312) — — — (312)
Other financing activities . . (202) 131 21 — (50)
Intercompany advances,
net .................. (4,376) 3,025 658 693 —
Cash provided by (used
in) financing
activities ............ (156) 4,680 1,139 693 6,356

Net increase (decrease) in
cash and cash

equivalents ............. — 1,748 — — 1,748
Cash and cash equivalents,
beginning of period . ... ... — 1 — — 1

Cash and cash equivalents,
end of period ............ $ — % 1,749 $ — 9 — 9 1,749
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18. Quarterly Financial Data (unaudited)

Summarized unaudited quarterly financial data for 2010 and 2009 are as follows ($ in millions except per
share data):

Quarters Ended

March 31, June 30, September 30, December 31,
2010 2010 2010 2010
Totalrevenues ....................... $ 2,798 $ 2,012 $ 2,581 $ 1,975
Gross profit@ . ...... ... ... ... L. $ 1,212 $ 447 $ 817 § 329
Net income attributable to Chesapeake ... $ 738 $ 255 § 558 § 223
Net income available to common
stockholders ....................... $ 732 $ 235 $ 515 $ 181
Net earnings per common share:
BasiC ... $ $ 037 $ 081 $ 0.29
Diluted .......................... $ $ 037 $ 075 $ 0.28
Quarters Ended
March 31, June 30, September 30, December 31,
2009 2009 2009 2009
Totalrevenues ....................... $ 1,995 $ 1673 $ 1,811 § 2,222
Gross profit (loss)@®) ... ... ........... $ (9,053) $ 424 $ 397§ (713)
Net income (loss) attributable to
Chesapeake® .. .................... $ (5,740) $ 243 $ 192 § (524)
Net income (loss) available to common
stockholders® . ...... ... ... ... ... .. $ (5,746) $ 237 % 186 $ (530)
Net earnings (loss) per common share:
Basic ........... ... ... ... $ (9.63) $ 039 $ 030 $ (0.84)
Diluted ............ ... ... ........ $ (9.63) $ 039 $ 030 $ (0.84)

(a) Total revenue less operating costs.

(b) Includes a before-tax ceiling test write-down of $9.6 billion and $1.4 billion on our natural gas and oil
properties for the quarters ended March 31, 2009 and December 31, 2009, respectively.

19. Recently Issued Accounting Standards

The Financial Accounting Standards Board (FASB) recently issued the following standards which we
reviewed to determine the potential impact on our financial statements upon adoption.

In February 2010, the FASB amended its guidance on subsequent events to remove the requirement for
SEC filers to disclose the date through which an entity has evaluated subsequent events. The guidance was
effective upon issuance. We adopted this guidance in 2010.

The FASB also issued new guidance requiring additional disclosures about fair value measurements,
adding a new requirement to disclose transfers in and out of Levels 1 and 2 measurements and gross
presentation of activity within a Level 3 roll forward. The guidance also clarified existing disclosure
requirements regarding the level of disaggregation of fair value measurements and disclosures regarding
inputs and valuation techniques. We adopted this guidance in 2010. Adoption had no impact on our financial
position or results of operations. Required disclosures for the reconciliation of purchases, sales, issuance and
settlements of financial instruments valued with a Level 3 method are effective beginning on January 1, 2011,
and we do not expect the implementation to have a material impact on our financial position or results of
operations. See Note 14 for discussion regarding fair value measurements.
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20. Subsequent Events
Fayetteville Shale Asset Sale

On February 21, 2011, we entered into a purchase and sale agreement with BHP Billiton Petroleum, a
wholly owned subsidiary of BHP Billiton Limited, to sell all of our Fayetteville Shale assets in Central Arkansas
for $4.75 billion in cash before certain deductions and standard closing adjustments. The assets include
approximately 487,000 net acres of leasehold and producing natural gas properties and midstream assets with
approximately 420 miles of pipeline. In the Fayetteville Shale, our current net production is approximately 415
mmcfe per day. As part of the transaction, Chesapeake has agreed to provide essential services for up to one
year for BHP Billiton’s Fayetteville properties for an agreed-upon fee. Closing of the transaction is subject to
customary conditions, including filings under the Hart-Scott-Rodino Antitrust Improvements Act of 1976 and
with the Committee on Foreign Investment in the United States. Closing is expected to occur in the first half of
2011.

Niobrara Project Cooperation Agreement

On February 16, 2011, CNOOC International Limited, a wholly owned subsidiary of CNOOC Limited,
purchased a 33.3% undivided interest in our 800,000 net natural gas and oil leasehold acres in the DJ and
Powder River Basins in northeast Colorado and southeast Wyoming. The consideration for the transaction was
$570 million in cash. In addition, CNOOC has agreed to fund 66.7% of our share of drilling and completion
costs until an additional $697 million has been paid, which we expect to occur by year-end 2014. CNOOC also
has the right to a 33.3% participation in any additional leasehold we acquire in the Niobrara Shale.

Senior Notes Issuance

On February 11, 2011, we issued $1.0 billion of 6.125% Senior Notes due 2021 in a registered public
offering. We used the net proceeds of $977 million from the offering to repay indebtedness outstanding under
our revolving bank credit facility.
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Schedule Il

CHESAPEAKE ENERGY CORPORATION
VALUATION AND QUALIFYING ACCOUNTS
($ in millions)

Additions
Balance at Charged Charged To Balance at
Beginning To Other End
Description of Period Expense Accounts Deductions of Period
December 31, 2010:
Allowance for doubtful accounts .. ... $ 24 $ — 3 — $ ®) $ 18
Valuation allowance for deferred tax
assets ... $ — 3 — 9 — 9 — 3 —
December 31, 2009:
Allowance for doubtful accounts .. ... $ 12 $ 12 $ — 9 — 3 24
Valuation allowance for deferred tax
assets ... $ — 3 — 9 — 9 — 3 —
December 31, 2008:
Allowance for doubtful accounts . . ... $ 8 % 4 9 — 9 — 3 12
Valuation allowance for deferred tax
assets ... $ — 3 — 9 — 9 — 3 —
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ITEM9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
Not applicable.
ITEM 9A. Controls and Procedures

We maintain disclosure controls and procedures designed to ensure that information required to be
disclosed by Chesapeake in reports filed or submitted by it under the Securities Exchange Act of 1934 is
recorded, processed, summarized and reported within the time periods specified in the Securities and
Exchange Commission rules and forms. As of December 31, 2010, we carried out an evaluation, under the
supervision and with the participation of Chesapeake management, including Chesapeake’s Chief Executive
Officer and Chief Financial Officer, of the effectiveness of the design and operation of Chesapeake’s disclosure
controls and procedures pursuant to Securities Exchange Act Rule 13a-15(b). Based upon that evaluation, our
Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures are
effective as of December 31, 2010, to ensure that information required to be disclosed by Chesapeake is
accumulated and communicated to Chesapeake management, including Chesapeake’s Chief Executive Officer
and Chief Financial Officer, as appropriate to allow timely decisions regarding required disclosure.

Changes in Internal Controls

No changes in the company’s internal control over financial reporting occurred during the quarter ended
December 31, 2010 that have materially affected, or are reasonably likely to materially affect, the company’s
internal control over financial reporting.

Management’s Report on Internal Control Over Financial Reporting

Management’s annual report on internal control over financial reporting and the audit report on our internal
control over financial reporting of our independent registered public accounting firm are included in Item 8 of
this report.

ITEM 9B. Other Information

Not applicable.

136



PART Il
ITEM 10. Directors, Executive Officers and Corporate Governance

The information called for by this Item 10 is incorporated herein by reference to the definitive Proxy
Statement to be filed by Chesapeake pursuant to Regulation 14A of the General Rules and Regulations under
the Securities Exchange Act of 1934 not later than May 2, 2011.

ITEM 11. Executive Compensation

The information called for by this Item 11 is incorporated herein by reference to the definitive Proxy
Statement to be filed by Chesapeake pursuant to Regulation 14A of the General Rules and Regulations under
the Securities Exchange Act of 1934 not later than May 2, 2011.

ITEM 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters

The information called for by this Iltem 12 is incorporated herein by reference to the definitive Proxy
Statement to be filed by Chesapeake pursuant to Regulation 14A of the General Rules and Regulations under
the Securities Exchange Act of 1934 not later than May 2, 2011.

ITEM 13. Certain Relationships and Related Transactions and Director Independence

The information called for by this Item 13 is incorporated herein by reference to the definitive Proxy
Statement to be filed by Chesapeake pursuant to Regulation 14A of the General Rules and Regulations under
the Securities Exchange Act of 1934 not later than May 2, 2011.

ITEM 14. Principal Accountant Fees and Services

The information called for by this Item 14 is incorporated herein by reference to the definitive Proxy
Statement to be filed by Chesapeake pursuant to Regulation 14A of the General Rules and Regulations under
the Securities Exchange Act of 1934 not later than May 2, 2011.

137



ITEM 15.

PART IV

Exhibits and Financial Statement Schedules

(a) The
1.

Exhibit
Number

following documents are filed as part of this report:

Financial Statements. Chesapeake’s consolidated financial statements are included in Iltem 8 of this
report. Reference is made to the accompanying Index to Financial Statements.

Financial Statement Schedules. Schedule Il is included in ltem 8 of this report with our consolidated
financial statements. No other financial statement schedules are applicable or required.

Exhibits. The following exhibits are filed herewith pursuant to the requirements of Item 601 of
Regulation S-K:

Incorporated by Reference

SEC File Filed Furnished
Exhibit Description Form Number Exhibit Filing Date Herewith Herewith

3.11

3.1.2

3.2

4.1*

4.2*

4.3%

Chesapeake’s Restated Certificate of 10-Q 001-13726 3.1.1 08/10/2009
Incorporation, as amended.

Certificate of Designation of 5% 10-Q 001-13726 3.1.4 11/10/2008
Cumulative  Convertible  Preferred
Stock (Series 2005B), as amended.

Certificate of Designation of 4.5% 10-Q 001-13726 3.1.6 08/11/2008
Cumulative  Convertible  Preferred
Stock, as amended.

Certificate of Designation of 5.75% 8-K 001-13726 3.2 05/20/2010
Cumulative Non-Voting Convertible
Preferred Stock (Series A).

Certificate of Designation of 5.75% 10-Q 001-13726 3.1.5 08/09/2010
Cumulative Non-Voting Convertible
Preferred Stock, as amended.

Chesapeake’s Amended and Restated 8-K 001-13726 3.1 11/17/2008
Bylaws.

Indenture dated as of August 16, 2005 8-K 001-13726 4.1  08/16/2005
among Chesapeake, as issuer, the

subsidiaries signatory thereto, as

Subsidiary Guarantors, and The Bank

of New York Mellon Trust Company,

N.A., as Trustee, with respect to 6.5%

Senior Notes due 2017.

Indenture dated as of November 8, 8-K 001-13726 4.1.1 11/15/2005
2005 among Chesapeake, as issuer,

the subsidiaries signatory thereto, as

Subsidiary Guarantors and The Bank

of New York Mellon Trust Company,

N.A., as Trustee, with respect to

6.875% Senior Notes due 2020.

Indenture dated as of November 8, 8-K 001-13726 4.1.2 11/15/2005
2005 among Chesapeake, as issuer,

the subsidiaries signatory thereto, as

Subsidiary Guarantors and The Bank

of New York Mellon Trust Company,

N.A., as Trustee, with respect to

2.75% Contingent Convertible Senior

Notes due 2035.
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Incorporated by Reference

Exhibit SEC File Filed Furnished
Number Exhibit Description Form Number Exhibit Filing Date Herewith Herewith

4.4* Indenture dated as of June 30, 2006 8-K 001-13726 4.1 06/30/2006
among Chesapeake, as issuer, the
subsidiaries signatory thereto, as
Subsidiary Guarantors and The Bank
of New York Mellon Trust Company,
N.A., as Trustee, with respect to
7.625% Senior Notes due 2013.

4.5* Indenture dated as of December 6, 8-K 001-13726 4.1  12/06/2006
2006 among Chesapeake, as issuer,
the subsidiaries signatory thereto, as
Subsidiary Guarantors, The Bank of
New York Mellon Trust Company,
N.A., as Trustee, AIB/BNY Fund
Management (Ireland) Limited, as Irish
Paying Agent and Transfer Agent, and
The Bank of New York, London
Branch, as Registrar, Transfer Agent
and Paying Agent, with respect to
6.25% Senior Notes due 2017.

4.6* Indenture dated as of May 15, 2007 8-K 001-13726 4.1  05/15/2007

among Chesapeake, as issuer, the
subsidiaries signatory thereto, as
Subsidiary Guarantors and The Bank
of New York Mellon Trust Company,
N.A., as Trustee, with respect to 2.5%
Contingent Convertible Senior Notes
due 2037.

4.7* Indenture dated as of May 27, 2008 8-K 001-13726 4.1  05/29/2008
among Chesapeake, as issuer, the
subsidiaries signatory thereto, as
Subsidiary Guarantors and The Bank
of New York Mellon Trust Company,
N.A., as Trustee, with respect to
7.25% Senior Notes due 2018.

4.8* Indenture dated as of May 27, 2008 8-K 001-13726 4.2 05/29/2008

among Chesapeake, as issuer, the
subsidiaries signatory thereto, as
Subsidiary Guarantors and The Bank
of New York Mellon Trust Company,
N.A., as Trustee, with respect to
2.25% Contingent Convertible Senior
Notes due 2038.

4.9* Indenture dated as of February 2, 8-K 001-13726 4.1  02/03/2009
2009 among Chesapeake, as issuer,
the subsidiaries signatory thereto, as
Subsidiary Guarantors and The Bank
of New York Mellon Trust Company,
N.A., as Trustee, with respect to 9.5%
Senior Notes due 2015.

4.9.1* First Supplemental Indenture dated as 8-K 001-13726 4.2 02/17/2009
of February 10, 2009 to Indenture
dated as of February 2, 2009, with
respect to additional 9.5% Senior
Notes due 2015.
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Incorporated by Reference

Exhibit SEC File Filed Furnished
Number Exhibit Description Form Number Exhibit Filing Date Herewith Herewith
4.10* Indenture dated as of August 2, 2010 S-3 333-168509 4.1  08/03/2010

among Chesapeake, as issuer, the

subsidiaries signatory thereto, as

Subsidiary Guarantors, and the Bank

of New York Mellon Trust Company,

N.A., as Trustee.

4.10.1* First Supplemental Indenture dated 8-A 001-13726 4.2  9/24/2010
as of August 17, 2010 to Indenture
dated as of August 2, 2010, with
respect to 6.875% Senior Notes due
2018.
4.10.2* Second Supplemental Indenture 8-A 001-13726 4.3  9/24/2010
dated as of August 17, 2010 to
Indenture dated as of August 2,
2010, with respect to 6.625% Senior
Notes due 2020.

4.10.3* Fifth Supplemental Indenture dated 8-A 001-13726 4.2  2/22/2011
February 11, 2011 to Indenture dated
as of August 2, 2010, with respect to
6.125% Senior Notes due 2021.

4.12* Eighth Amended and Restated Credit 8-K 001-13726 4.1 12/8/2010
Agreement, dated as of December 2,
2010, among Chesapeake Energy
Corporation, as the Company,
Chesapeake Exploration L.L.C., as
Borrower, Union Bank, N.A., as
Administrative Agent, Wells Fargo
Bank, National Association, The
Royal Bank of Scotland plc and BNP
Paribas, as Co-Syndication Agent,
Credit Agricole Corporate and
Investment Bank, as Documentation
Agent, and the several lenders from
time to time parties thereto.

10.1.1t Chesapeake’s 2003 Stock Incentive 10-Q 001-13726 10.1.1 11/09/2009
Plan, as amended.

10.1.21f Chesapeake’s 1992 Nonstatutory 10-Q 001-13726 10.1.2 02/14/1997
Stock Option Plan, as amended.

10.1.31 Chesapeake’s 1994 Stock Option 10-Q 001-13726 10.1.3 11/07/2006
Plan, as amended.

10.1.41 Chesapeake's 1996 Stock Option 10-Q 001-13726 10.1.4 11/07/2006
Plan, as amended.

10.1.51 Chesapeake’s 1999 Stock Option 10-Q 001-13726 10.1.5 08/11/2008
Plan, as amended.

10.1.61 Chesapeake’s 2000 Employee Stock 10-Q 001-13726 10.1.6 08/11/2008
Option Plan, as amended.

10.1.71f Chesapeake’s 2001 Stock Option 10-Q 001-13726 10.1.8 08/11/2008
Plan, as amended.

10.1.81 Chesapeake’s 2001 Nonqualified 10-Q 001-13726 10.1.10 08/11/2008
Stock Option Plan, as amended.

140



Exhibit
Number

Exhibit Description

Incorporated by Reference

SEC File

Form Number

Exhibit

Filed Furnished

Filing Date Herewith Herewith

10.1.9t

10.1.101

10.1.11%

10.1.12%

10.1.13t

10.1.141

10.1.14.1¢

10.1.14.2¢

10.1.15%

10.2.1¢

10.2.2¢

10.2.3t

10.2.4t

10.2.5t

Chesapeake’s 2002 Stock Option
Plan, as amended.

Chesapeake’s 2002 Non-
Employee Director Stock Option
Plan.

Chesapeake’s 2002 Nonqualified
Stock Option Plan, as amended.

Chesapeake’s 2003 Stock Award
Plan for Non-Employee Directors,
as amended.

Chesapeake Energy Corporation
Amended and Restated Deferred
Compensation Plan.

Chesapeake’s Amended and
Restated Long Term Incentive
Plan.

Form of Restricted Stock Award
Agreement for the Long Term
Incentive Plan.

Form of Non-Employee Director
Restricted Stock Award
Agreement for the Long Term
Incentive Plan.

Founder Well

Program.

Third Amended and Restated
Employment Agreement dated as
of March 1, 2009 between Aubrey
K. McClendon and Chesapeake
Energy Corporation.

Amended and Restated
Employment Agreement dated as
of September 30, 2009 between
Marcus C. Rowland and
Chesapeake Energy Corporation.

Amended and Restated
Employment Agreement dated as
of September 30, 2009 between
Steven C. Dixon and Chesapeake
Energy Corporation.

Amended and Restated
Employment Agreement dated as
of September 30, 2009 between J.
Mark Lester and Chesapeake
Energy Corporation.

Amended and Restated
Employment Agreement dated as
of September 30, 2009 between
Douglas J. Jacobson and
Chesapeake Energy Corporation.

Participation

10-Q 001-13726 10.1.11

10-Q 001-13726

10-Q 001-13726

10-K 001-13726

8-K

8-K

DEF

001-13726

001-13726

001-13726

-14A

10-Q

8-K

001-13726

001-13726

001-13726

001-13726

001-13726
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10.1.12

10.1.13

10.1.14

10.1.14

08/11/2008

08/11/2008

08/11/2008

02/29/2008

06/17/2010

10.1.18.3 06/16/2005

10.2.1

10.2.2

10.2.3

10.2.4

10.2.5

04/29/2005

05/11/2009

10/01/2009

10/01/2009

10/01/2009

10/01/2009



Exhibit
Number

Exhibit Description

Incorporated by Reference

SEC File

Filed Furnished

Form Number Exhibit Filing Date Herewith Herewith

10.2.6t

10.2.7¢

10.2.8t

10.31

12

21
23.1

232

233

234

235
311

31.2

321

32.2

99.1

Employment Agreement dated as of
November 5, 2010 between Domenic
J. DellOsso, Jr. and Chesapeake
Energy Corporation.

Employment Agreement dated as of
September 30, 2009 between Martha
A. Burger and Chesapeake Energy
Corporation.

Form of Employment Agreement
between Senior Vice President and
Chesapeake Energy Corporation.

Form of Indemnity Agreement for
officers and directors of Chesapeake
and its subsidiaries.

Ratios of Earnings to Fixed Charges
and Combined Fixed Charges and
Preferred Dividends.

Subsidiaries of Chesapeake.

Consent of PricewaterhouseCoopers,
LLP.

Consent of Netherland, Sewell &
Associates, Inc.

Consent of Data & Consulting
Services, Division of Schlumberger
Technology Corporation.

Consent of Lee and

Associates, Inc.

Keeling

Consent of Ryder Scott Company, L.P.

Aubrey K. McClendon, Chairman and
Chief Executive Officer, Certification
pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.

Domenic J. DellOsso, Jr., Executive
Vice President and Chief Financial
Officer, Certification pursuant to
Section 302 of the Sarbanes-Oxley Act
of 2002.

Aubrey K. McClendon, Chairman and
Chief Executive Officer, Certification
pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

Domenic J. DellOsso, Jr., Executive
Vice President and Chief Financial
Officer, Certification pursuant to
Section 906 of the Sarbanes-Oxley Act
of 2002.

Report of Netherland, Sewell &

Associates, Inc.

10-Q 001-13726 10.2 11/09/2010

10-Q 001-13726 10.2.7 11/09/2009

10-K 001-13726 10.3 02/29/2008
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Incorporated by Reference

Exhibit SEC File Filed Furnished
Number Exhibit Description Form Number Exhibit Filing Date Herewith Herewith
99.2 Report of Data & Consulting Services, X
Division of Schlumberger Technology
Corporation.
99.3 Report of Lee Keeling and Associates, X
Inc.
99.4 Report of Ryder Scott Company, L.P. X
101.INS# XBRL Instance Document. X X
101.SCH# XBRL Taxonomy Extension Schema X X
Document.
101.CAL# XBRL Taxonomy Extension X X
Calculation Linkbase Document.
101.DEF# XBRL Taxonomy Extension Definition X X
Linkbase Document.
101.LAB# XBRL Taxonomy Extension Labels X X
Linkbase Document.
101.PRE# XBRL Taxonomy Extension X X

Presentation Linkbase Document.

* Chesapeake agrees to furnish a copy of any of its unfiled long-term debt instruments to the
Securities and Exchange Commission upon request.
T Management contract or compensatory plan or arrangement.
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Signatures

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

CHESAPEAKE ENERGY CORPORATION
Date: March 1, 2011 By /s/  AUBREY K. MCCLENDON

Aubrey K. McClendon
Chairman of the Board and Chief Executive Officer

POWER OF ATTORNEY

Each person whose signature appears below constitutes and appoints Aubrey K. McClendon and Domenic
J. Dell’'Osso, Jr., and each of them, either one of whom may act without joinder of the other, his true and lawful
attorneys-in-fact and agents, with full power of substitution and resubstitution, for him and in his name, place
and stead, in any and all capacities, to sign any or all amendments to this Annual Report on Form 10-K, and to
file the same, with all, exhibits thereto and other documents in connection therewith, with the Securities and
Exchange Commission, granting unto said attorneys-in-fact and agents, and each of them, full power and
authority to do and perform each, and every act and thing requisite and necessary to be done in and about the
premises, as fully to all intents and purposes as he might or could do in person, hereby ratifying and confirming
all that said attorneys-in-fact and agents, and each of them, or the substitute or substitutes of any or all of
them, may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below
by the following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Capacity Date
/s/ AUBREY K. MCCLENDON _ Chairman of the Board, Chief Executive Officer March 1, 2011
Aubrey K. McClendon and Director (Principal Executive Officer)
/s/ DOMENIC J. DELL'OSSO, JR. Executive Vice President and Chief Financial March 1, 2011
Domenic J. Dell’Osso, Jr. Officer (Principal Financial Officer)
/s/ MICHAEL A. JOHNSON Senior Vice President — Accounting, Controller March 1, 2011
Michael A. Johnson and Chief Accounting Officer
(Principal Accounting Officer)
/s/ RICHARD K. DAVIDSON Director March 1, 2011
Richard K. Davidson
/sl KATHLEEN EISBRENNER  Director March 1, 2011
Kathleen Eisbrenner
/s/ V. BURNS HARGIS Director March 1, 2011
V. Burns Hargis
/s/ FRANK KEATING Director March 1, 2011
Frank Keating
/s/ CHARLES T. MAXWELL Director March 1, 2011
Charles T. Maxwell
/s/ MERRILL A. MILLER, JR.  Director March 1, 2011
Merrill A. Miller, Jr.
/s/ DON NICKLES Director March 1, 2011
Don Nickles
/s/ FREDERICK B. WHITTEMORE Director March 1, 2011

Frederick B. Whittemore
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Corporate Headquarters
6100 North Western Avenue
Oklahoma City, OK 73118
(405) 935-8000

Internet Address

Company financial information, public disclo-
suresand otherinformation are available through
Chesapeake’s website at www.chk.com.

Common Stock

Chesapeake Energy Corporation’s common stock
is listed on the New York Stock Exchange (NYSE)
under the symbol CHK. As of March 31, 2011, there
were approximately 415,000 beneficial owners
of our common stock.

Common Stock Dividends

During 2010 the company declared a cash div-
idend of $0.075 per share on March 8, June 21,
September 1and December 20 for a total div-
idend declared of $0.30 per share.

Independent Public Accountants
PricewaterhouseCoopers LLP

6120 South Yale, Suite 1850

Tulsa, OK 74136

(918) 524-1200

Stock Transfer Agent and Registrar
Communication concerning the transfer of shares,
lost certificates, duplicate mailings or change of
address notifications should be directed to our
transfer agent:

Computershare Trust Company, N.A.

250 Royall Street

Canton, MA 02021

(800) 884-4225

www.computershare.com

Trustee for the Company’s Senior Notes
The Bank of New York Mellon Trust Company, N.A.
101 Barclay Street, 8th Floor
New York, NY 10286
www.bnymellon.com

Forward-looking Statements
Thisreportincludes “forward-lookin
that give our current expectati

of future events. They include estimates of nat-
ural gas and oil reserves, expected production,
assumptions regarding future natural gas and
oil prices, planned drilling activity and capital
expenditures, and future asset sales, as well as

First Quarter $35.95 §$25.93

statements concerning anticipated cash flow and Foprth QUarter$ 26,45 $20.97  §25.91
liquidity. busi trat dother ol d Third Quarter 23.00 22.65
iquidity, business strategy and other plans an Second Quarter  25.55 2095

objectives for future operations. Although we
believe the expectations and forecasts reflected
in these and other forward-looking statements
are reasonable, we can give no assurance they

First Quarter 29.22

) s Fourth Quarter  $30.00 $22.06 $25.88
X Lrlres oy f e v Second Quarter  24.66 1643 19.83
or unknown risks and uncertainties. First Quarter 2013 13.27 17.06

Factors that could cause actual results to differ
materially from expected results are described

under “Risk Factors” in ltem 1A of our 2010 Annual ;ﬁﬁggﬁ:ﬁ:ﬁr $§Zgg $§ﬁ‘; $3]56;;
ottt no o place sndue rolncoon for, | SecondQuarter 6810 4525 6536
Y p First Quarter 49.87 34.42 46.15

ward-looking statements, and we undertake no
obligation to update this information. We urge
you to carefully review and consider the disclo-
sures made in this report and our other filings
with the Securities and Exchange Commission
(SEC) regarding the risks and factors that may
affect our business.

CHK

The SEC requires natural gas and oil companies, in
filings made with the SEC, to disclose proved re-
serves and permits the optional disclosure of
probableand possible reserves. While Chesapeake
has elected not to report probable and
reserves in its filings with the SEC, w

reserves but are potentially recoverable through WWW.CHK.COM

exploratory drilling oradditional drilling or recovery
techniques. Our estimates of unproved resources
re not intended to correspond to probable and
possible reserves, as defined by SEC regulations,
and are by their nature more speculative than
estimates of proved reserves and accordingly are
subject to substantially greater risk of being ac-
tually realized by the company.

. TWITTER.COM/CHESAPEAKE
f FACEBOOK.COM/CHESAPEAKE

é&"; YOUTUBE.COM/CHESAPEAKEENERGY

O
MIX
Paper from
responsible sources
FSC
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