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EAGLE FORD SHALE

CHESAPEAKE ENERGY 
CORPORATION IS ONE OF THE 
LARGEST PRODUCERS OF NATURAL GAS 
AND THE MOST ACTIVE DRILLER OF NEW 
WELLS IN THE U.S. HEADQUARTERED 
IN OKLAHOMA CITY, THE COMPANY’S 
OPERATIONS ARE FOCUSED ON DISCOVER-
ING AND DEVELOPING UNCONVENTIONAL 
NATURAL GAS AND OIL FIELDS ONSHORE 
IN THE U.S. CHESAPEAKE OWNS LEADING 
POSITIONS IN THE BARNETT, FAYETTEVILLE, 
HAYNESVILLE, MARCELLUS AND BOSSIER 
NATURAL GAS SHALE PLAYS AND IN 
THE EAGLE FORD, GRANITE WASH AND 
VARIOUS OTHER UNCONVENTIONAL 
OIL PLAYS. THE COMPANY HAS ALSO 
VERTICALLY INTEGRATED ITS OPERATIONS 
AND OWNS SUBSTANTIAL MIDSTREAM, 
COMPRESSION, DRILLING AND OILFIELD 
SERVICE ASSETS. 
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CHESAPEAKE’S POSITION AS THE NUMBER ONE DRILLER OF NATURAL GAS IN AMERICA IS WELL ESTABLISHED. 
FEWER PEOPLE, HOWEVER, ARE AWARE THAT THE COMPANY’S WHOLLY OWNED SUBSIDIARY, CHESAPEAKE 
ENERGY MARKETING INC. (CEMI), IS THE TWELFTH-LARGEST NATURAL GAS MARKETER IN THE U.S. AND A 
SIGNIFICANT MARKETER OF CRUDE OIL.

At the head of CEMI’s efforts, Jim Johnson, Senior Vice President – 
Energy Marketing, operates on the principle that oil and natural gas 
production does not add value until it is sold. 

He has followed that principle since joining the company from 
OGE’s Enogex, Inc.  in 1996.  “As Manager of Contract Administra-
tion, I had a department of one when I came to Chesapeake,” he re-
called. “I took over the responsibility of administering Chesapeake’s 
oil and gas contracts from Joe McClendon, Aubrey ’s father. That’s 
how small the company was at that time – and those were big shoes 
to fi ll! What a memory!”

During the past 14 years, Johnson has seen many changes, most 
notably in the company’s size. “When I started with Chesapeake,  we 
were marketing 60 million cubic feet of gas per day. Today we’re a 
department of 65 people marketing 3.6 billion cubic feet of gas per 
day and 40,000 barrels per day of crude oil.” He noted that the com-
pany’s market has expanded from being solely focused on south-
ern Oklahoma and the Texas Austin Chalk to include gathering 
and transporting natural gas on 280 pipeline systems throughout a 
16-state operating area.

“Gas marketing has changed greatly,” Johnson added. “We used 
to aggregate gas to a pipeline pool for sale to intermediary marketers. Now we’re marketing gas further downstream, directly to end users with a principle fo-
cus of creating incremental natural gas demand among industrial and power generation markets. We need to have secure pipeline capacity to successfully sell 
downstream because end user customers have to be able to rely on the gas being there when needed. The diversity we get from the Big 6 shale plays – and our 
hurricane-proof onshore locations – are a huge benefi t in providing  that security.”

CEMI’s role in providing natural gas to end users begins even before wells are drilled, when the company looks at available gathering and interstate pipe-
line options to move gas from producing wells to market. Then CEMI employees secure pipeline capacity and sales markets for the gas and schedule gas fl ow to 
those markets. Once contracts are in place, they ensure that all parties abide by its terms.

Although the vast majority of CEMI’s transportation and marketing efforts involve natural gas, the company also handles transportation of oil. “In most cas-
es, we truck oil,” Johnson explained, “but in areas where we are growing our oil development, like the Colony Wash, we have an oil pipeline system.”

The upcoming initial public offering of Chesapeake Midstream Partners (CMP) will signal a new phase in operations, according to Johnson: “CMP will be-
come a separate company, a third set of eyes to review our moves and contract changes and capital commitments,” he said. “I applaud the efforts to build the 
midstream and compression assets of our company to where they are big enough to be a stand-alone company.”

Johnson credits this growth and success to Chesapeake’s willingness to provide critical tools to do the job. In CEMI’s case, that allows them to expand mar-
keting activities and pipeline commitments to keep pace with the company’s successful drilling and development of shale gas resources. “Our shale gas devel-
opments provide greater predictability of supply – and operating costs – and that gives us the ability to reduce the price volatility of our product, natural gas.

“Ultimately, I think our success comes from Aubrey’s realization that we all need to make decisions and forge ahead. At Chesapeake you don’t get beat up for 
mistakes. And that makes you willing to continuously take charge and think outside the box.”

EXECUTIVE PROFILE

Jim Johnson
Senior Vice President - 
Energy Marketing

“AT CHESAPEAKE 
YOU DON’T GET 
BEAT UP FOR 
MISTAKES. AND 
THAT MAKES 
YOU WILLING TO 
CONTINUOUSLY 
TAKE CHARGE AND 
THINK OUTSIDE 
THE BOX.”
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THE PLAY: 
BARNETT SHALE

Spanning 5,000 square miles across 20 
North Texas counties, the Barnett holds 50 
trillion cubic feet of natural gas, enough ener-
gy to supply all the gas-heated homes in the 
nation for more than fi ve years. It became 
the fi rst major shale gas play in the early 
2000s, when advancements in seismic data 
gathering, horizontal drilling and hydraulic 
fracturing completion technologies made its 
development feasible and profi table. 

“When I was recruited to take on the 
Barnett in 2005,” said Steve Turk, Vice Presi-
dent of Operations – Southern Division, “I felt 
it would be something special, but at least 
for the fi rst few months I had no idea of the 
magnitude of the opportunity.” Turk recalled 

“The Barnett set the table for many of 
our other unconventional plays,” Turk said. 
“One of the most gratifying experiences in 
my career is to see how many of the excep-
tional technical and operational employees 
now play key roles in developing equally sig-
nifi cant plays like the Haynesville, Marcellus, 
Fayetteville and the Permian and Eagle Ford.”

And if the Barnett is indeed the grand-
daddy of all shale plays, there is plenty of life 

FIRST AND FOREMOST

2

• First shale development in an urban, 
metropolitan environment• metropolitan environment• First shale development in an urban, 
metropolitan environment

First shale development in an urban, 

• First natural gas development on the 
grounds of a major airport• grounds of a major airport• First natural gas development on the 
grounds of a major airport

First natural gas development on the 

• Longest lateral wellbore in the Bar-
nett, the Little Hoss 7B 3H, at 10,019 feet• nett, the Little Hoss 7B 3H, at 10,019 feet• Longest lateral wellbore in the Bar-
nett, the Little Hoss 7B 3H, at 10,019 feet

Longest lateral wellbore in the Bar-

• Two rigs utilizing bi-fuel technology 
and multiple electric-powered rigs• and multiple electric-powered rigs• Two rigs utilizing bi-fuel technology 
and multiple electric-powered rigs

Two rigs utilizing bi-fuel technology 

• Operation of six of the 10 highest 
� rst-month production wells ever drilled • � rst-month production wells ever drilled • Operation of six of the 10 highest 
� rst-month production wells ever drilled 

Operation of six of the 10 highest 

in the Barnett Shale by any operator
� rst-month production wells ever drilled 
in the Barnett Shale by any operator
� rst-month production wells ever drilled 

• Pumped a frac job at 200 BPM, nearly Pumped a frac job at 200 BPM, nearly 
twice the normal rate• twice the normal rate• Pumped a frac job at 200 BPM, nearly 
twice the normal rate

Pumped a frac job at 200 BPM, nearly 

• Drilled and continue to operate the Day Drilled and continue to operate the Day 
Kimball Hill, highest ranking well in the • Kimball Hill, highest ranking well in the • Drilled and continue to operate the Day 
Kimball Hill, highest ranking well in the 

Drilled and continue to operate the Day 

play with initial production of 16 mmcf/d, play with initial production of 16 mmcf/d, 
Kimball Hill, highest ranking well in the 
play with initial production of 16 mmcf/d, 
Kimball Hill, highest ranking well in the 

testing 30% over its nearest competitor 
play with initial production of 16 mmcf/d, 
testing 30% over its nearest competitor 
play with initial production of 16 mmcf/d, 

• Construction of a model wellsite for Construction of a model wellsite for 
public education on the exploration and public education on the exploration and • public education on the exploration and • 
production process
public education on the exploration and 
production process
public education on the exploration and 

• Creation of a Neighbor Relations team Creation of a Neighbor Relations team 
to work with landowners and groups• to work with landowners and groups• Creation of a Neighbor Relations team 
to work with landowners and groups

Creation of a Neighbor Relations team 

WHILE DRILLING ITS WAY TO SUCCESS IN THE 
BARNETT SHALE, CHESAPEAKE HAS ACHIEVED A NUMBER 
OF INDUSTRY-WIDE LANDMARKS:

Innovative technologies have opened 
the door for less invasive urban drilling 
in the Barnett.

early estimates of run-
ning 12 rigs drilling in the 
play, which was revised 
immediately to 15, then to 
20 and ultimately to more 
than 40.

Today Chesapeake 
is a key player in this 
granddaddy of all natural 
gas shale fi elds, produc-
ing 535 million cubic feet 
of net natural gas equiva-
lent every day (mmcfe/d) 
and recently crossing the 
gross production mile-
stone of 1 bcf/d. Entering 

the play in 2004, 
before it became national news, the before it became national news, the 
company has built a powerful posi-
tion as the largest leasehold owner, 
most active driller and largest produc-
er in the Core and Tier 1 “sweet spot” 
of Tarrant and Johnson counties. 

As Chesapeake drilled its way 
through the Barnett, the company’s 
exploration and production teams 
gained valuable information that has 
been critical to its success in other 
shale gas developments.

ANY RESOURCE DEVELOPMENT THE SIZE OF THE FORT WORTH 
BARNETT SHALE WAS BOUND TO MAKE WAVES. BUT IN ONLY 
FIVE YEARS, CHESAPEAKE’S EXPLORATION AND OPERATIONS FIVE YEARS, CHESAPEAKE’S EXPLORATION AND OPERATIONS 

TEAMS IN THE BARNETT HAVE CREATED A TSUNAMI, CHALKING 
UP INDUSTRY-LEADING SUCCESSES WHILE PRODUCING A 

TRILLION CUBIC FEET (TCF) OF NATURAL GAS AND STIMULATING 
DECADES OF ECONOMIC GROWTH FOR NORTH TEXAS.
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in this granddaddy yet. 
John Suter, Vice President of Opera-

tions – Western Division and former district 
manager of the Barnett Shale, said, “This is 
still an exciting play. The wells here are at 
least 50-year life wells. The size and quality 
of newly completed wells in the Barnett is 
unusual this far along in a play. Sometimes 
plays can lose their glamour, but not here. It’s 
still exciting,” he added. “You come to work 

knowing you can still make a difference.”
The fi eld is also being rejuvenated 

through experimentation with refracs, re-
peating the hydraulic fracture stimulation 
process on existing wells. “We are refrac-
ing some wells after four years to increase 
production,” Suter explained. “So far we’ve 
done 10 refracs, all of which have been very 
successful. We’re testing different methods, 
including one that utilizes a liner, and we’re 

always fi nding new uses for technology.”
Turk agreed that the Fort Worth-

centered play continues to reveal new op-
portunities. “It is amazing, the future that 
the Barnett has,” he said. “Our acreage posi-
tion is nowhere near being fully developed, 
and with spacing innovations and proven 
re-stimulation potential, I don’t expect the 
lights to go out in the Barnett for many 
decades to come.”

FIRST AND FOREMOST
3

Knowledge gathered through 
the development of the Barnett 
Shale by employees like Nomac rig 
111 Floorhand Jerry Powell, has 
played a key role in the successful 
development of the company’s 
other big shale plays.

Chesapeake achieves landmarks in the development 
of America’s number one natural gas producing � eld.
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THE PLAY: 
METEOROLOGY DIVISION
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THE TEAM PROVIDES 
CHESAPEAKE’S HEDGING 
GROUP WITH EXTENSIVE 
DATA, FORECASTS AND 
OTHER ENERGY-RELATED, 
WEATHER-SENSITIVE 
INFORMATION ON A DAILY 
BASIS WITH CONFERENCE 
CALLS EACH WEEK – DAILY 
IN EXTRAORDINARY 
CIRCUMSTANCES.
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Photography by David Joel

Chesapeake meteorologists Josh Darr, 
Mark Russo and Jon Davis watch skies 
brighten over the Windy City. The company’s 
Meteorology Division o�  ces overlook 
downtown Chicago, home to major � nancial 
and commodity exchanges.



IN DECEMBER 2009, CHESAPEAKE CEO 
AUBREY MCCLENDON WAS ASKED WHAT HE 

WANTED FOR CHRISTMAS. SMILING UP AT SNOW-
LADEN SKIES, HE REPLIED, “I’M GETTING IT.”

WEATHER CONDITIONS HAVE A MAJOR 
IMPACT ON NATURAL GAS DEMAND AND SUPPLY. 

COLD TEMPERATURES INCREASE THE NEED 
FOR SPACE HEATING, WHICH INCREASES THE 

DEMAND FOR NATURAL GAS – AND LIKE MOST 
COMMODITIES, NATURAL GAS PRICES INCREASE 

ALONG WITH DEMAND. 5
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(Continued from page 5) Chesapeake is the only independent 
natural gas producer to have a fulltime me-
teorology staff. The group’s expert predic-
tions do more than warn employees to pull 
out those distinctive Chesapeake umbrel-
las; they translate into energy demand data 
that is used in the company’s fi nancial risk 
management process and the hedging of 
natural gas production.

Located on the 23rd fl oor of a Chicago 
high-rise, Chesapeake’s Meteorology Di-
vision looks down through the clouds at a 
bustling city. The heads of its staff, however, 
are anywhere but in the clouds. They are 
constantly attuned to the vagaries of weath-
er trends around the globe.

“Mark Russo and I worked in the 
weather group at CitiGroup/Smith Barney 
in the early 2000s,” said Jon Davis, Chesa-
peake’s Senior Meteorologist. “Our weather 
wires went to virtually all the major energy 
and agricultural companies. Aubrey Mc-
Clendon received those reports and felt that 
our expertise could help the company with 
energy projections and hedging activities. 

In 2003, he approached me about leaving 
Citi, and I accepted and that’s how Chesa-
peake’s Meteorology Division began.”

Today meteorologists Mark Russo and 
Josh Darr round out the Chesapeake group. 
A fourth member of the weather team is Jay-
son Stock, who does Geographic Informa-
tion Systems (GIS) mapping and analysis 

During summer, hot temperatures call 
for space cooling with air conditioning. As 
a growing number of electrical utilities use 
natural gas to generate power, and as the 
nation’s population shifts toward the south-
ern Sun Belt states, the summertime de-
mand for natural gas is actually growing at a 
faster pace than winter demand.

Questions remain: how does a natu-
ral gas producer know how much of his pre-
cious resource will be needed, and where 
and when? What price will he get for it? Is 
there some way he can use the constantly 
changing price of natural gas to work for 
him, rather than against him?

Well, Bob Dylan was right when he 
said, “You don’t need a weatherman to 
know which way the wind blows.”

You need several.6

Josh Darr round out the Chesapeake group. 
A fourth member of the weather team is Jay-
son Stock, who does Geographic Informa-
tion Systems (GIS) mapping and analysis 

“WEATHER CHANGES RAPIDLY,” 
RUSSO NOTED, “ESPECIALLY IN 
NATURAL GAS. WE MAY MAKE A 
TWO- TO THREE-WEEK FORECAST 
THAT CAN POTENTIALLY CAUSE 
DRAMATIC FLUCTUATIONS IN 
THE NATURAL GAS MARKET.”

WEATHER FORECASTS HELP KEEP FIELD 
OPERATIONS PRODUCTIVE AND SAFE

Photography by David Joel

Surrounded by computer screens, the 
Chesapeake meteorology team helps the 
company analyze weather trends that have a 
strong impact on natural gas prices.

Radar is one of the most identi� able tools used in weather forecast-
ing. Lower left, the Polar Vortex a� ects conditions around the globe.

Although Chesapeake’s Me-
teorology Division was originally 
launched to provide weather 
information to support hedging 
decisions, its expertise has be-
come a valuable resource for the 
company’s � eld operations.

Field operations person-
nel, keenly aware that extreme 
weather conditions can impact 
employee safety, production, 
drilling activities and pipeline 
construction, began to consult Meteorology about speci� c 
weather situations shortly after the group’s startup.
construction, began to consult Meteorology about speci� c 
weather situations shortly after the group’s startup.
construction, began to consult Meteorology about speci� c 

The historic hurricane season of 2005 and 2008 were 
case studies in how the nation’s energy supply remains at 
the mercy of Mother Nature.
case studies in how the nation’s energy supply remains at 
the mercy of Mother Nature.
case studies in how the nation’s energy supply remains at 

“In 2008 we were developing maps forecasting how 
tropical storms and hurricane force winds from Hurricane 
Ike could a� ect our operations in Louisiana and East Texas,” 
said Meteorologist Josh Darr. “Operations people received 
this type of analysis to determine whether wind speeds will 
be high enough to lay down rigs as a precaution. That hap-
pened several times in the hurricane season of ’08 and ‘05.”
be high enough to lay down rigs as a precaution. That hap-
pened several times in the hurricane season of ’08 and ‘05.”
be high enough to lay down rigs as a precaution. That hap-

Today, Chesapeake has expanded from its early-day 
southern operations into northern climates in the Eastern 
and Western divisions. Those regions face greater exposure 
to wintry weather, snowstorms and extreme cold that can 
result in freeze-o� s, drilling delays and safety issues 
to wintry weather, snowstorms and extreme cold that can 
result in freeze-o� s, drilling delays and safety issues 
to wintry weather, snowstorms and extreme cold that can 

They will count on the company’s meteorologists to be 
their eyes on the sky.their eyes on the sky.
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One thing they don’t predict is com-
modity price. They leave that to the com-
pany’s hedging team – McClendon, Marc 
Rowland, Chesapeake’s Executive Vice 
President and Chief Financial Offi cer, and 
Jeff Mobley, Senior Vice President of Inves-
tor Relations and Research.

“We never talk 
about price, only de-
mand,” Davis said. “I 
don’t think you can be 
a meteorologist and a 
trader. Others might dis-
agree, but I think a trad-
ing position could bias 
your forecast.”

The company’s 
hedging team acknowledges the impor-
tance of the information provided by the me-
teorology group.

“We are price makers at Chesapeake,” 
Rowland said, “not price takers. We don’t 

just use hedging as a defense against price 
volatility – we use it for revenue creation. 
Since 2001 we have generated $4.8 billion 
volatility – we use it for revenue creation. 
Since 2001 we have generated $4.8 billion 
volatility – we use it for revenue creation. 

for our company through hedging.” 
Is it a bit daunting to make weather 

forecasts that affect the company’s profi ts? 
Heads nodded vigorously around the meteo-
rology offi ce, and the team agreed that miss-
ing a forecast is their greatest fear. “Of course 
you want to be right every time. You know 
the stakes are high. There are a few sleepless 
nights, but you learn your lessons and you 
don’t make the same mistake again.”

The Chesapeake weathermen fi nd 

applied meteorology as exciting as torna-
do chasing. One series of memorable pre-
dictions took place in 2009. “Last summer 
was one of the coldest on record in the U.S., 
which the Chesapeake weather team fore-
cast accurately months in advance,” Davis 
said. “Last fall, we thought our preliminary 

research indicated a 
likelihood for a colder 
than average period of 
time in early winter as 
well. So we made that 
forecast.”

He added that a 
cold early winter means 
more gas is used early in 
the season. “That sort of 

raises the fear factor,” Davis explained. “Be-
cause December is actually early in the heat-
ing season – so you will still have 75% of the 
heating season left to go before winter’s over. 
That fear factor can defi nitely affect prices.”

The group admitted to being a bit anx-
ious after making the forecast. As it turned 
out, the frigid weather did affect natural gas 
demand in key population centers, which 
impacted usage, and ultimately natural 
gas prices.

“You have no idea how glad we were 
to see that cold December.”

So was Rowland, who said, “Last year 
our meteorologists were accurate in their 
predictions for an early, cold winter, and we 
used the resulting price run-up to enter into 
quite a few hedges for 2010.”

from his offi ce at the company’s Oklahoma 
City headquarters. 

The team provides Chesapeake’s 
hedging group with extensive data, fore-
casts and other energy-related, weather-
sensitive information on a daily basis with 
conference calls each week – daily in ex-
traordinary circumstances. They also pro-
duce a CHK Operations Wire that provides 
outlooks to alert the company’s fi eld opera-
tions across the U.S. for potential hazardous 
weather conditions.

As specialists in what is called “ap-
plied meteorology,” the team studies the im-
pact of weather on a publicly traded com-
modity – in Chesapeake’s case, natural gas.

“Weather changes rapidly,” Russo not-
ed, “especially in natural gas. We may make 
a two- to three-week forecast that can po-
tentially cause dramatic fl uctuations in the 
natural gas market.”

“The key is forecasting it before oth-
ers see it,” Davis noted. “We spend a huge 
amount of time on independent research, 
building our own weather models and tools 
to do both short- and long-term analysis. We 
measure temperature impacts – and there-
fore natural gas demand – by considering 
the number of cooling degree days versus 
heating degree days.”

The Play Summer 2010
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“WE NEVER TALK ABOUT PRICE, 
ONLY DEMAND,” DAVIS SAID. 

“I DON’T THINK YOU CAN BE A 
METEOROLOGIST AND A TRADER. 
OTHERS MIGHT DISAGREE, BUT 
I THINK A TRADING POSITION 
COULD BIAS YOUR FORECAST.”

Meteorologist Mark Russo studies a wall of 
weather updates to prepare the CHK Operations 
Wire, which alerts the company’s � eld operations 
to possible hazardous weather conditions.
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Chesapeake is taking a leadership role in communicating 
the CNG message through its new Fueling the Future 
Chesapeake is taking a leadership role in communicating 
the CNG message through its new Fueling the Future 
Chesapeake is taking a leadership role in communicating 

Initiative. The company has been � rst in showcasing CNG 
the CNG message through its new Fueling the Future 
Initiative. The company has been � rst in showcasing CNG 
the CNG message through its new Fueling the Future 

e�  ciency and e� ectiveness to � eet owners with a series 
Initiative. The company has been � rst in showcasing CNG 
e�  ciency and e� ectiveness to � eet owners with a series 
Initiative. The company has been � rst in showcasing CNG 

of NGV seminars held nationwide. It continues to work 
e�  ciency and e� ectiveness to � eet owners with a series 
of NGV seminars held nationwide. It continues to work 
e�  ciency and e� ectiveness to � eet owners with a series 

closely with the country’s top automakers to show that a 
buyer’s market exists in America’s � eets for CNG vehicles. 
closely with the country’s top automakers to show that a 
buyer’s market exists in America’s � eets for CNG vehicles. 
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CHESAPEAKE LEADS THE WAY 
with its Fueling the Future Initiative

developing alliances and encouraging our automakers.”

THE ENVIRONMENT: 
COMPRESSED NATURAL GAS
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Another sign of the growing 
infrastructure for natural gas 
vehicles, natural gas � lling vehicles, natural gas � lling 
stations are appearing along stations are appearing along 
major U.S. interstates.
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The race to fi nd an alternative fuel is in full swing. As a result, more fl eet owners are 
looking at a possible win with the cost-effective environmental advantage of converting 
to compressed natural gas (CNG) from gasoline or diesel fuel. As a proven transportation 
fuel since the Second World War, natural gas is gaining ground across the nation to 
provide leverage where fl eets need it most – their budgets.

“The big companies are on board,” explained Taylor Shinn, Chesapeake’s Director 
– Corporate Development. “We’re looking at another summer of $3-plus gas, so a variety 
of companies are conducting pilot programs. Fleet managers are also watching what 
legislation will be passed to motivate them to make the switch. Either way, the scales are 
shifting and appear to be near a tipping point in favor of natural gas vehicles (NGVs).” 

With U.S. automakers looking at the potential market for natural gas fl eet users, new 
vehicles and conversion kits are becoming more readily available. Almost any vehicle 
can be converted to run on CNG; however, 
only a couple dozen models are certifi ed through 
the U.S. Environmental Protection Agency.

The price is right 
Why wouldn’t automakers jump at the 

opportunity to produce more vehicles that run 
on a cheaper, cleaner fuel? It is a business 
decision: most car builders want to ensure the 
demand and infrastructure are in place before 
making the investment required to manufacture 
CNG vehicles.

“Automakers are interested in creating these vehicles, 
but they want to be sure there is a steady demand for vehicles 
fueled by CNG. That’s why fl eets are a critical part of spurring 
the CNG revolution. Most fl eets purchase hundreds of vehicles 
at one time and have centralized CNG fi lling stations, so 
fueling infrastructure is not a signifi cant problem,” said Shinn.

Some companies have known about the benefi ts of 
natural gas for years. UPS began experimenting with CNG 
in its delivery trucks in 1998. Today, it operates one of the 
largest CNG fl eets in the nation with 1,100 package delivery vehicles running on CNG. 
In January, UPS deployed an additional 345 CNG vehicles on the nation’s highways. The 
company also operates CNG vehicles in Brazil, Chile, France and Germany.

UPS isn’t the only large corporation taking advantage of the benefi ts of CNG. AT&T 
announced in 2009 that it would spend $350 million to purchase 8,000 CNG vehicles. 
This investment represents the largest U.S. corporate commitment to CNG vehicles to 
date. When completed, this will bring AT&T’s alternative fuel fl eet to more than 15,000 
vehicles by 2019. 

With other recognizable companies like Verizon Wireless, Waste Management and 
Disneyland Resorts joining the fold, more fl eets are making the shift to natural gas. Cities 
and states are also getting on board, converting their sanitation fl eets and airport shuttle 
systems to CNG. In addition, natural gas-powered trolleys and buses are becoming a 
cost-effective alternative for municipal budgets that would normally pay more for diesel 
fuel to power their fl eets. 

Fleet operators are fi nding new ways to fi ght the recession with the economical 
and environmental benefi ts of using natural gas, with more CNG refueling stations taking 
shape, natural gas legislation routing through Congress, and recognized automotive 
manufacturing brands moving toward NGV fl eets. 

RUNNING A NATIONWIDE FLEET IS CHALLENGING IN TODAY’S ECONOMY. 
ALTHOUGH THE CURRENT RECESSION HAS FORCED BUSINESSES TO 
CUT COSTS IN SOME AREAS, GASOLINE PRICES HAVE STAYED RELATIVELY 
HIGH – AND ARE POSITIONED TO MARCH BACK ABOVE $3 PER 
GALLON THIS SUMMER.CNGCNGCNG

WHY WOULDN’T 
AUTOMAKERS JUMP AT 
THE OPPORTUNITY TO 
PRODUCE MORE VEHICLES 
THAT RUN ON A CHEAPER, 
CLEANER FUEL?
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THE PLAY: 
BOSSIER SHALE
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THE
Adding a new layer of opportunity in Louisiana:

Backlit by a brilliant sunrise, Nomac rig 19 
gathers invaluable information about the Bossier 
Shale, while drilling a Haynesville Shale well in 
Caddo Parish, Louisiana. Located less than 1,000 
feet above portions of the Haynesville Shale, 
this additional reserve is a unique discovery.
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WHEN CHESAPEAKE ANNOUNCED ITS DISCOVERY OF THE HAYNESVILLE 
SHALE IN EAST TEXAS AND LOUISIANA IN EARLY 2008, THE COMPANY PREDICTED 
THE RESERVOIR WOULD LIKELY BECOME THE NATION’S LARGEST NATURAL GAS 
PRODUCER AND PERHAPS EVEN ONE OF THE WORLD’S PREMIER GAS FIELDS. 
WITH THE ADDED DISCOVERY OF THE FORMATION’S ACCOMPANYING BOSSIER 
SHALE, THIS BOLD PROJECTION IS QUICKLY BECOMING A CERTAINTY.
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Adding a new layer of opportunity in Louisiana:

“In order to drill our Haynesville Shale wells, we had to go through the Bossier 
formation,” said Chuck Duginski, District Manager – Haynesville. “As we did so, 
we gathered core and data from the Bossier. The more data we saw, the more and 
more interested we became.”

Located a mere 580 to 800 feet (less than one lap around a standard track) above a 
substantial portion of the Haynesville Shale, the Bossier Shale is proving to be the icing on 
the cake for Chesapeake and local residents. 

“It’s unusual for two opportunities this good to be found together,” said Duginski. 
“But, with two giant fi elds like these sitting one right 
on top of another, the production potential in this area 
is tremendous. Not only has the potential essentially 
doubled in the area of the Bossier, but with the high 
pressure found in both formations, the amount of 
recoverable natural gas is exceptional.”

Similar to the process that occurs when you 
blow up a balloon, the higher pressure present 
in each of the shales allows for an unusually high 
number of natural gas molecules to be compressed into the productive formation. In fact, 
conservative estimates suggest that the Haynesville Shale has 52 billion cubic feet of natural 
gas equivalent (bcfe) reserves per square mile, while the overlaying Bossier Shale offers an 
additional 44 bcfe in the same square mile. With a total per-square-mile reserve of 96 bcfe, 
the area where they overlap contains more than three times the amount of recoverable 
natural gas per area than the country’s current largest natural gas play, the Barnett Shale.

The Bossier’s location also provides a unique leasing advantage. Because lease agreements with 
mineral owners are historically set to include the area from the surface to a predetermined depth, in this 
case through the Haynesville Shale, Chesapeake has already established itself as the largest Bossier Shale 
leaseholder. In addition, the company’s mineral owner partners will enjoy larger royalty payments from 
increased, longer-lasting production rates.

“By drilling our Haynesville Shale assets fi rst, we are securing our lease agreements with mineral 
owners for production in both the Haynesville and Bossier shales,” explained Duginski. “It’s an exciting time 
knowing that the success and knowledge we gain with our Haynesville wells are laying the blueprints for 
future Bossier Shale development.”

Duginski is quick to point out that the advantages of the Bossier don’t end there.
“Because we have to drill through it to get to the Haynesville, we will save on production costs,” said 

Duginski. “Ultimately the wells cost about the same to drill, but the cost for necessary surface facilities, such 
as pipelines and compressor stations, will be dramatically less because they will already be in place.”

Furthermore, the company’s environmental footprint is signifi cantly smaller, as wells for both the 
Haynesville and Bossier shales can be drilled from the same super padsites. These sites will have the 
potential to contain production for 16 separate natural gas wells on a single location.

Due to its tremendous potential, Chesapeake’s drilling forecast for the Bossier and Haynesville shales 
projects drilling for new wells and production increases through 2020.

“WITH TWO GIANT FIELDS 
LIKE THESE SITTING ONE 
RIGHT ON TOP OF ANOTHER, 
THE PRODUCTION 
POTENTIAL IN THIS AREA 
IS TREMENDOUS.”
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A closer look at Chesapeake’s people and progress

This publication includes “forward-looking statements” that give our current expectations or forecasts of future events, 
including estimates of oil and natural gas reserves, projected production and future  development plans. Factors that 
could cause actual results to di� er materially from expected results are described in “Risk Factors” in the Prospectus 
Supplement we � led with the U.S. Securities and Exchange Commission on July 10, 2008. These risk factors include the 
volatility of natural gas and oil prices; the limitations our level of indebtedness may have on our � nancial � exibility; our 
ability to compete e� ectively against strong independent natural gas and oil companies and majors; 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 amount and timing of development expenditures; uncertain-
ties in evaluating natural gas and oil reserves of acquired properties and associated potential liabilities; our ability to 
e� ectively consolidate and integrate acquired properties and operations; unsuccessful exploration and development 
drilling; declines in the values of our natural gas and oil properties resulting in ceiling test write-downs; risks associated 
with our oil and natural gas hedging program, including realizations on hedged natural gas and oil sales that are lower 
than market prices, collateral required to secure hedging liabilities and losses resulting from counterparty failure; the 
negative impact lower natural gas and oil prices could have on our ability to borrow; drilling and operating risks, includ-
ing potential environmental liabilities; production interruptions that could adversely a� ect our cash � ow; and pending 
or future litigation. Although we believe the expectations and forecasts re� ected in our forward-looking statements are 
reasonable, we can give no assurance they will prove to have been correct.
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Corporate headquarters employees are going green at the Chesapeake Employee 
Garden. The garden, which takes up a full city block near the company’s Oklahoma 
City campus, contains 65 raised bed plots 
to accommodate gardening teams totaling 
approximately 380 employees. 

In addition to the team gardens, seven common 
plots have beds for berries, asparagus, cut fl owers 
and herbs. The centerpiece of the garden is a 
patio/gathering space surrounded by perennial 
fl owerbeds designed to attract benefi cial insects, 
butterfl ies and hummingbirds. The common area 
includes produce rinsing and cleaning areas as well 
as a demonstration garden, produce from which 
will benefi t local food banks.

All gardeners are members of the company’s 
Green Thumb Club, which provides educational resources on a broad range of sustainable 
gardening subjects through special interest classes and through hands-on training in the garden.
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In addition to the team gardens, seven common 

includes produce rinsing and cleaning areas as well 

Green Thumb Club, which provides educational resources on a broad range of sustainable 
gardening subjects through special interest classes and through hands-on training in the garden.

Laden with bountiful greens, Kat Goodwin, Chesapeake Coordinator – 
Employee Garden, is guiding employees toward sustainable gardening.

Chesapeake sta� ers going green – and digging it!
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AS ONE OF THE NATION’S LEADING PRODUCERS OF SHALE NATURAL GAS, 
IT IS ONLY REASONABLE THAT CHESAPEAKE’S ENTRY IN THE 10TH ANNUAL FORTUNE 
BATTLE OF THE CORPORATE BANDS WOULD BE CALLED “SHALEPLAY.”

SHALEPLAY was formed specifi cally for the 2010 Battle of the Corporate Bands 
project and its fi rst public performance was at the regional competition in Las Vegas, 
Nevada. There the fi ve-person group was selected as one of four bands to compete 
in the national fi nals in October at – where else – the Rock and Roll Hall of Fame and 
Museum in Cleveland, Ohio. 

The annual event benefi ts the Rock and Roll Hall of Fame and Museum’s education-
al fund. Other sponsors include the International Music Products Association, Gibson 
Guitar Corporation, Continental Airlines, Air Products and Chemicals, KeyBank and 
LavaWORLD International.

13
Oklahoma City-based Water4 Foundation, headed by Dick Greenly, is working to provide clean, safe drinking water for up 

to 30,000 people per year in the rural community of Gulu, Uganda. With fi nancial support from Chesapeake, the foundation 
successfully drilled one water well and trained fi ve teams to continue drilling water wells in Gulu. The Water4 team of experts 
traveled to Gulu in conjunction with Pros for Africa, a philanthropic mission of NFL players Adrian Peterson, Tommie Harris, 
Roy Williams and Mark Clayton, to provide food supplies and medical clinics to needy children in Africa.

Chesapeake recently 
served as a sponsor when 
Oklahoma City hosted 
the annual meeting of the 
U.S. Conference of Mayors 
(USCOM). More than 
140 mayors and represen-
tatives from 38 states 
across the country attended 
the meeting.

With more than 1,200 
members, the organization 
has the capacity to 
infl uence national policies. 
During the annual meeting, 
the group discussed public 
policy issues impacting 
residents of cities large 
and small, including policy 
resolutions that could 

shape future federal legislation. Energy effi ciency also was a 
hot topic on the group’s agenda. The use of natural gas as an 
alternative to gasoline creates jobs, reduces carbon and other 
pollutants and makes America less dependent on foreign oil – 
all major benefi ts for U.S. 

CONTRIBUTION SUPPORTS 
WATER WELLS IN AFRICA

   SHALEPLAY rocks!
SHALEPLAY gets ampli� ed at the regional championships. Band members are Greg Singleton, Technical Director – 
Creative Services; Chris Royse, Supervisor – Field Training; Katy Igarta, Fitness Center Coordinator – Membership; 
Dan Wright, Audio Visual Technician; and Blayne Cook, Senior Applications Developer/Analyst.

OKLAHOMA CITY HOSTS 
U.S. CONFERENCE OF MAYORS 

Oklahoma City Mayor Mick Cornett greets 
conference attendees.
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Chesapeake is proud to be one of the country’s largest producers and leading proponents of clean, affordable,  

abundant and American natural gas. We’re also proud to be at the forefront of unconventional natural gas exploration. 

Today, Chesapeake is the industry leader in shale production and has secured dominant positions in the Big 6 shale  

plays. Natural gas holds the promise of true energy security – and a clean energy future for our nation. chk.com
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