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Without a doubt, the second quarter of 2007 will go down in Chesapeake’s history as our best operational quarter yet. We overtook two large
independents and one major to become the largest independent and third-largest overall producer of natural gas in the U.S. Today, only two
companies produce more domestic natural gas than Chesapeake. Given our production growth rate, it seems inevitable that Chesapeake will become
the largest producer of U.S. natural gas sometime during 2008.

Strong Financial Performance

For the 2007 second quarter, Chesapeake generated net income available to common shareholders of $492 million (§1.01 per fully diluted common
share), operating cash flow™ of $1.076 billion and ebitda® of $1.401 billion on revenue of $2.105 billion and production of 170 billion cubic feet
of natural gas equivalent (bcfe). The company’s net income available to common shareholders and ebitda for the quarter include an unrealized
after-tax mark-to-market gain of $99 million resulting from the company’s oil and natural gas and interest rate hedging programs and an after-
tax gain of $51 million from the sale of an investment. These types of items are typically not included in published estimates of the company’s
financial results by certain securities analysts. Excluding these items, Chesapeake generated adjusted net income to common shareholders" in
the 2007 second quarter of $342 million ($0.71 per fully diluted common share) and adjusted ebitda® of $1.167 billion.

Production Sets New Quarterly Record

The 2007 second quarter marked Chesapeake’s 24th consecutive quarter of sequential production growth. Over these 24 quarters, Chesapeake’s
production has increased 372%, for an average compound quarterly growth rate of 7% and an average compound annual growth rate of 30%.
Chesapeake's daily production during the 2007 second quarter averaged 1.868 befe, an increase of 300 million cubic feet of natural gas equivalent
(mmcfe), or 19%, over the 1.568 befe of daily production in the 2006 second quarter and an increase of 161 mmcfe, or 9%, over the 1.707 befe
produced per day in the 2007 first quarter. Chesapeake’s rate of production recently exceeded 1.975 befe per day and, based on projected drilling
levels and anticipated results, we are now forecasting total production growth of 18-22% for 2007 and 14-18% for 2008, both of which are increases
of 400 basis points from our projections of just three months ago.

Proved Reserves Also Set New Record

In addition to generating strong production growth, the company increased its proved reserves to a record level. Chesapeake began 2007 with
estimated proved reserves of 8.956p trillion cubic feet of natural gas equivalent (tcfe) and ended the second quarter with 9.979 tcfe, an increase of
1.023 tcfe, or 11%. During the 2007 first half, Chesapeake replaced its 324 befe of production with an estimated 1.347 tcfe of new proved reserves
for a reserve replacement rate of 416%. Reserve replacement through the drillbit was 1.145 tefe, or 354% of production (including 510 befe of
positive performance revisions and 95 befe of positive revisions resulting from oil and natural gas price increases between December 31, 2006, and
June 30, 2007) and 85% of the total increase. Reserve replacement through the acquisition of proved reserves completed during the 2007 first half
was 202 bfe, or 62% of production and 15% of the total increase.

Drilling Program Continues at Industry-Leading Pace

Chesapeake continued the industry’s most active drilling program during the 2007 first half, drilling 977 gross (835 net) operated wells and
participating in another 826 gross (115 net) wells operated by other companies. The company’s drilling success rate was 99% for company-operated
wells and 97% for non-operated wells. Also during the 2007 first half, Chesapeake invested $1.932 billion in operated wells (using an average of
131 operated rigs), $314 million in non-operated wells (using an average of 102 non-operated rigs), $410 million to acquire new leasehold (exclusive
of $665 million in unproved leasehold obtained through corporate and asset acquisitions, as well as other leasehold fees and related capitalized
interest) and $134 million to acquire seismic data.

Hedging Activities Continue to Create Value and Mitigate Risk

During the 2007 second quarter, Chesapeake generated a realized hedging gain of $198 million, or §1.16 per thousand cubic feet of natural gas
equivalent (mcfe). Realized gains from oil and natural gas hedging activities during the quarter generated a $5.27 gain per barrel (bbl) and a
$1.19 gain per thousand cubic feet (mcf). For the 2007 first half, our realized gains from oil and natural gas hedging activities generated a $6.74
gain per bbl and a $2.02 gain per mcf for a total realized hedging gain of §631 million, or $1.95 per mcfe. We believe that oil and natural gas
prices will remain volatile as increasing worldwide demand for energy, changing weather patterns and challenging geopolitical issues continue
to heavily influence energy markets. In the years ahead, we will continue our efforts to realize value for Chesapeake’s investors by taking advantage
of this volatility.

Drilling Inventory Further Expands

Since 2000, Chesapeake has invested $7.8 billion in new leasehold and 3-D seismic acquisitions and now owns the largest combined inventories
of onshore leasehold (12.2 million net acres) and 3-D seismic (17.7 million acres) in the U.S. On this leasehold, the company has approximately
28,500 net drilling locations, representing an approximate 10-year inventory of drilling projects, on which it believes it can develop an estimated
3.8 tcfe of proved undeveloped reserves and approximately 20.8 tcfe of risked unproved reserves (82 tcfe of unrisked unproved reserves).
To aggressively develop these assets, Chesapeake has continued to significantly strengthen its technical capabilities by increasing its land, geoscience
and engineering staff to over 1,200 employees. Today, the company has approximately 5,800 employees, of whom approximately 60% work in the
company’s E&P operations and approximately 40% work in the company’s oilfield service operations.



Barnett Shale Remains Biggest Driver of Production Growth

The Fort Worth Barnett Shale is the largest and most prolific unconventional gas resource play in the U.S. In this play, Chesapeake is the third-
largest producer of natural gas, the most active driller and the largest leasehold owner in the Core and Tier 1 sweet spot of Tarrant, Johnson and
western Dallas counties. Chesapeake’s current production of approximately 230 mmcfe net per day from the Fort Worth Barnett Shale is double
the level of a year ago and is expected to exceed 300 mmcfe net per day by year-end 2007. The company is currently using 35 operated rigs to further
develop its 230,000 net acres of leasehold, of which 180,000 net acres are located in the Core and Tier 1 area. In the 2007 second half, Chesapeake
expects to use 35-38 operated rigs in the play and to be completing, on average, one new Barnett Shale well every 16 hours.

The purpose of our large-scale Barnett drilling ramp-up is to make the enormous upside embedded in our acreage position more visible and tangible
by turning our non-producing leases into producing assets. We expect to see further impressive increases in Chesapeake’s Barnett production
throughout 2008. In fact, we can see Chesapeake’s Barnett production increasing through at least 2010 as we remain on track to complete
approximately 2,200 new wells in that timeframe. The future impact of those wells should be substantial, especially considering that we have drilled
fewer than 500 wells in the play to date.

[ would also like to highlight our Dallas/Fort Worth International Airport drilling activity. We are currently utilizing five rigs to drill on this 18,000~
acre lease, the largest contiguous lease in the play. We have reached total depth on 12 wells to date, and are reaching total depth on a new well
approximately every four to five days. The Barnett Shale underneath the airport looks excellent and is the thickest we have seen in the entire play.
We will begin completing our first wells at the end of August and we are hopeful that these wells will be among the best drilled to date in the
entire play.

Management Outlook

Our operational and financial results for the 2007 second quarter clearly demonstrate the benefits of Chesapeake’s strategic shift from resource
capture to resource conversion. During the quarter, we exceeded our midyear production and reserve growth expectations and became the nation’s
largest independent and third-largest overall producer of U.S. natural gas. Our sequential quarter and year-over-year production growth levels of
161 mmcfe and 300 mmcfe per day are at the top of the U.S. exploration and production industry.

Through the industry’s most active drilling program, we plan to increase our average daily production rate by 18-22% in 2007 and 14-18% in 2008.
We also expect to exceed 10.5 tcfe of proved reserves by year-end 2007 and approach 12 tcfe by year-end 2008. Further, the company continues to
deliver attractive profit margins that are enhanced by our well-executed hedging strategy. Our focused business strategy, value-added growth platform,
tremendous inventory of undrilled locations and valuable hedge positions continue to clearly differentiate Chesapeake as one of the very best value
creators in the industry.

Finally, natural gas is emerging as the most practical solution to the challenge of how to become more energy independent in America in an
increasingly dangerous world while reducing greenhouse gas emissions in a growing economy. The vast majority of greenhouse gas emissions
are caused by transportation vehicles burning gasoline or diesel and by power plants burning coal. However, burning natural gas instead of gasoline,
diesel or coal reduces greenhouse gas emissions by more than 50%. We believe the evidence clearly demonstrates that natural gas is by far the most
practical solution to the challenge — it is abundant, affordable, reliable, clean burning and domestically produced.

For many years, natural gas has been valued at a BTU discount to oil. We believe the intensifying clean air and climate change debates present
an opportunity for increased appreciation of natural gas and a higher valuation for the superior fuel we produce. We intend to do well for our
shareholders by doing good for our country and our world by producing greater amounts of natural gas. I look forward to reporting continued
suceess to you as the year progresses.

Best regards,

e e N

Aubrey K. McClendon
Chairman and Chief Executive Officer
August 3, 2007

6] Operating cash flow is net cash provided by operating activities before changes in assets and liabilities.

(2) Ebitda is net income before income tax expense, interest expense, and depreciation, depletion and amortization expense.

(3) Adjusted earnings is nel income available o common shareholders excluding, on an after ~lax basis, unrealized (gams) losses on derivatives and gain on sale of investments.

(4) Adjusted ebitda is net income before income lax expense, inlerest expense, and depreciation, depletion and amorti expense, adjusted lo exclude unrealized (gains)
losses on oil and natural gas derivatives and gain on sale of investments.




Condensed Statements of Operations

(in millions except per share data)

Revenues:
0il and natural gas sales
0il and natural gas marketing sales
Service operations revenue

— Three Months Ended June 30, [ E— Six Months Ended June ao,ﬁ

Total Revenues

Operating Costs:
Production expenses
Production taxes
General and administrative expenses
0il and natural gas marketing expenses
Service operations expense
0il and natural gas depreciation, depletion and amortization

Depreciation and amortization of other assets 23
Employee retirement expense -
Total Operating Costs
Income from Operations
Other Income (Expense):
Interest and other income 5
Interest expense (73)
Gain on sale of investments -
Total Other Income (Expense)
Income Before Income Taxes 605
Income Tax Expense:
Current -
Deferred 245
Total Income Tax Expense
Net Income $518 |  §360 |
Preferred stock dividends (18)

Loss on conversion/exchange of preferred stock

Net Income Available to Common Shareholders

(10)

Earnings per Common Share:
Basic
Assuming dilution

Cash dividends declared per common share

Weighted Average Common and Common Equivalent Shares Outstanding

Basic
Assuming dilution

Production and Price Data
Net Production

0il (mbbls)

Natural gas (mmcf)

Natural gas equivalent (mmcfe)
Average Sales Prices

Oil (§ per bbl)!

Natural gas ($ per mcf)!

Natural gas equivalent (§ per mcfe)!

$0.87
$0.82

$0.06

381
428

2,143
129,818
142,676

| $7/6 | §984

4259
253,874
279428

$57.97
$881

Condensed Balance Sheet . mitions) Dec. 31,
Assets
Current assets $ 1,154 $1,656
Property and equipment, net 21,904 17,775
Other assets 1,359 630
Total Assets $§ 24,417 $20,061
Liabilities and Stockholders’ Equity
Current liabilities $1,890 $1,776
Long-term debt, net 7376 6,330
Deferred income tax liability 3317 2,436
Other liabilities 583 529
Stockholders” equity 11,251 8,990
Total Liabilities and Stockholders’ Equity $ 24417 $ 20,061

L Excludes unrealized gains (losses) on oil and natural gas hedging.



Common Stock

Chesapeake Energy Corporation’s common stock is listed on the
New York Stock Exchange (NYSE) under the symbol CHK. As of
June 30, 2007, there were approximately 275,000 beneficial
owners of our common stock.

Independent Public Accountants
PricewaterhouseCoopers LLP

6120 South Yale, Suite 1850

Tulsa, Oklahoma 74136

(918) 524-1200

Investor Relations

Jeffrey L. Mobley, CFA

Senior Vice President - Investor Relations and Research
Chesapeake Energy Corporation

6100 North Western Avenue

Oklahoma City, Oklahoma 73118

(405) 767-4763

(405) 767-4764 Fax

jmobley@chkenergy.com

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:

UMB Bank, N.A.

P. 0. Box 419064

Kansas City, Missouri 64141-6064

(816) 860-7786 or (800) 884-4225

CHK’s Directors CHK’s Officers

Aubrey K. McClendon
Chairman of the Board and
Chief Executive Officer
Oklahoma City, OK

Richard K. Davidson
Former Chairman of the Board
Union Pacific Corporation
Omaha, NE

Frank Keating

Former Governor, Oklahoma
President and CEO

American Council of Life Insurers
Washington, DC

Breene M. Kerr
Private Investor
Easton, MD

Charles T. Maxwell
Senior Energy Analyst
Weeden & Co.

Greenwich, CT

Merrill A.“Pete” Miller,Jr.
Chairman, President and CEO
National Oilwell Varco, Inc.
Houston, TX

Don Nickles

Former U.S. Senator, Oklahoma
Founder and Principal

The Nickles Group

Washington, DC

Frederick B. Whittemore
Advisory Director

Morgan Stanley

New York, NY

Aubrey K. McClendon

Chief Executive Officer and Chairman

Marcus C. Rowland
Executive Vice President
and Chief Financial Officer

Steven C. Dixon
Executive Vice President Operations
and Chief Operating Officer

Douglas J. Jacobson
Executive Vice President
Acquisitions and Divestitures

J. Mark Lester

Executive Vice President
Exploration

Martha A. Burger

Senior Vice President

Human and Corporate Resources
Jeffrey A. Fisher

Senior Vice President
Production

Jennifer M. Grigsby
Senior Vice President
Treasurer and Corporate Secretary

Henry J. Hood
Senior Vice President
Land and Legal, and General Counsel

James C. Johnson
Senior Vice President
Energy Marketing

Michael A. Johnson
Senior Vice President
Accounting, Controller

and Chief Accounting Officer

Stephen W. Miller
Senior Vice President

Drilling

Jeffrey L. Mobley

Senior Vice President

Investor Relations and Research

Thomas S. Price, Jr.
Senior Vice President
Corporate Development

Cathy L. Tompkins
Senior Vice President
Information Technology

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
give our current expectations or forecasts of future events. They include estimates of oil and natural gas reserves, expected oil and natural gas production and future expenses, projections of future oil
and natural gas prices, planned capital expenditures for drilling, leasehold acquisitions and seismic data, and 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.

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 in “Risks Related to
Our Business” under “Risk Factors” in the prospectus supplement we filed with the Securities and Exchange Commission on August 9, 2007. They include the volatility of oil and natural gas prices;
the limitations our level of indebtedness may have on our financial flexibility; our ability to compete effectively against strong independent oil and natural gas companies and majors; the availability of
capital on an economic basis to fund reserve replacement costs; our ability to replace reserves and sustain production; uncertainties inherent in estimating quantities of oil and natural gas reserves
and projecting future rates of production and the timing of development expenditures; uncertainties in evaluating oil and natural gas reserves of acquired properties and associated potential liabilities;
our ability to effectively consolidate and integrate acquired properties and operations; unsuccessful exploration and development drilling; declines in the values of our oil and natural gas properties
resulting in ceiling test write-downs; lower prices realized on oil and natural gas sales and collateral required to secure hedging liabilities resulting from our commodity price risk management activities;
the negative impact lower oil and natural gas prices could have on our ability to borrow; drilling and operating risks, including potential environmental liabilities; production interruptions that could
adversely affect our cash flow; and pending or future litigation.

We caution you not to place undue reliance on these forward-looking statements, 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 filings with the Securities and Exchange Commission that attempt to advise interested parties of the risks and factors that may affect our business.

The SEC has generally permitted oil and natural gas companies, in filings made with the SEC, to disclose only proved reserves that a company has demonstrated by actual production or conclusive
formation tests to be economically and legally producible under existing economic and operating conditions. We use the term “unproved" to describe volumes of reserves potentially recoverable through
additional drilling or recovery techniques that the SEC's guidelines may prohibit us from including in filings with the SEC. These estimates are by their nature more speculative than estimates of proved
reserves and accordingly are subject to substantially greater risk of being actually realized by the company. While we believe our calculations of unproved drillsites and estimation of unproved reserves
have been appropriately risked and are reasonable, such calculations and estimates have not been reviewed by third-party engineers or appraisers.



