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All American!
Floorhand Jarrod 
Johnson unfurls 
new fl ags on Nomac 
Rig #116 in the Eagle 
Ford Shale of Texas.
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CHESAPEAKE ENERGY 
CORPORATION is the second-
largest producer of natural gas, a Top 15 
producer of oil and natural gas liquids 
and the most active driller of new wells 
in the U.S.  Headquartered in Oklahoma 
City, the company’s operations are 
focused on discovering 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, Cleveland, 
Tonkawa, Mississippian, Wolfcamp, Bone 
Spring, Avalon, Niobrara and Williston 
Basin unconventional liquids plays.  The 
company has also vertically integrated 
its operations and owns substantial 
midstream, compression, drilling and 
oilfield service assets.
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MIKE STICE IS A MAN OF BOUNDLESS 
ENERGY; AND THAT’S A GOOD THING, 
BECAUSE STICE NEEDS ALL THE ENERGY 
HE CAN GET. As Senior Vice President, Natural Gas 
Projects for Chesapeake, he provides consultation, support 
and direction for the company’s demand-side projects to 
increase the use and market demand for natural gas. At the 
same time, Stice serves as CEO of Chesapeake Midstream 
Partners, L.P., a natural gas gathering and processing 
company listed on the New York Stock Exchange as 
CHKM, 42% owned by Chesapeake. He is also President of 
Chesapeake Midstream Development, Chesapeake’s wholly 
owned natural gas gathering subsidiary, and oversees our 
Midcon and Compass Manufacturing business units.

What drives Mike Stice to succeed in a 
multitude of demanding roles? 

“We’re all products of our experience and 
education,” he said. And Stice continues to grow 
in both areas, recently earning a doctorate degree 
in education with a focus on leadership from 
George Washington University.

“I am enjoying myself,” Stice smiled when 
asked whether he ever felt overwhelmed. He had 
good training for the diversity and pace of his 
present life. As the child of a military family, Stice traveled 
the world, where he learned to observe issues from many 
perspectives. Later, he spent 28 years as an international 
executive with Conoco and ConocoPhilips (COP).

Despite his years of travel, joining Chesapeake in November 2008 was a whole new world, according to Stice.
“I was the maverick at COP, but at Chesapeake I may be the conservative one. The funny thing is, I was always the hardest working guy at COP – but here 

I am a slouch, everyone here works 24/7!” Stice laughed. “This company has an excellent growth culture. We can do anything and everything – from serving 
great meals in our restaurants to conducting complex geophysics. I admire the fact that Chesapeake has no walls between departments, a rare attribute in 
corporate America these days. There’s such transparency and genuine commitment to sharing knowledge. The result is real-time decision making that does 
not compromise quality, due to the number of voices included in the decision-making process.”

Stice credits CEO Aubrey McClendon as the architect of Chesapeake’s unique culture: “His willingness to spawn new businesses, emulating the best 
qualities of each, is the source of our advantage. Most big companies strive to eliminate chaos, but that actually hampers innovation and growth. Here, we 
generate chaos to embrace and stimulate innovation. The company’s growth commitment has embraced the try, fail, learn model. It’s acceptable to try new 
things, even if you fail – once. We learn from those experiences and are better for it as we rarely repeat mistakes.”

The speed of the corporate culture does not have to affect the quality of its operations, Stice noted. “We are committed to safety and environmental 
excellence, and we’ve seen a revolutionary improvement in both those areas, moving from a compliance culture to a belief culture. I know that the speed 
of operations can affect quality if you let it. But here we believe every single accident can be avoided. And that is a collective commitment – not just at 
Midstream, but across the board at Chesapeake.”

EXECUTIVE PROFILE

“I ADMIRE THE FACT THAT 
CHESAPEAKE HAS NO WALLS 
BETWEEN DEPARTMENTS, A 
RARE ATTRIBUTE IN CORPORATE 
AMERICA THESE DAYS.”

Mike Stice
Senior Vice President, 
Natural Gas Projects and 
CEO of Chesapeake 
Midstream Partners, L.P.
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As home to the Eagle Ford Shale,
one of the hottest oil and 

wet gas plays in the nation, the 
landscape, economy and life-style 

in South Texas are changing with 
the rapid pace of development.

Where once the highest structure was a windmill, 
the arid landscape is now punctuated by drilling rigs. Last 

year’s sleepy towns are booming with activity. 
And residents of some of the lowest-income counties in 

the nation are enjoying royalty income and new 
employment opportunities.

Located less than four miles from the 
border of Mexico, Nomac Rig #326 drills 
the Faith-Yana A1H on the Stedman-West’s 
Faith Ranch in Webb County, Texas.

Photography by David McNeese
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Chesapeake focuses its operations in the oil and wet gas windows 
of the play, primarily in Webb, Dimmit, Zavala, LaSalle and McMullen 
counties and extending into neighboring Frio and Atascosa counties. 
In the past two years, the company has amassed more than 625,000 net 
acres of leasehold to secure a top 3 position in the play.

Chesapeake Senior Asset Manager - South Texas Wil Warren has been 
involved with the Eagle Ford since the play’s fi rst days in 2009.

“We knew the geological promise, and our geology team did its 
homework,” Warren said. “They knew from the beginning that our fi rst 
well, the PGE Browne 1H on the Petty Ranch, where we had a 24,000-acre 
leasehold, would be a good well. So we started picking up acreage 
position. Chesapeake had tons of experience in shale, so we knew what 
had worked and not worked for us and other companies in the past.”

The PGE Browne 1H has now been online 18 months and produced 
in excess of 1.1 billion cubic feet equivalent (bcfe) of natural gas and 
100,000 barrels of oil (mbo).

The Eagle Ford team’s efforts have been rewarded by success. Since 
completing its fi rst well in 2009, Chesapeake’s production in the fi eld has 
grown from zero to almost 18,000 barrels of oil per day (bo/d) as of Septem-
ber 30, 2011, and is expected to reach 30,000 bo/d by the end of October.

“This is a world-class asset where we economically produce a variety 
of different hydrocarbons,” said Joe Ketzner, District Manager - South Texas, 
Western Division. “In less than two years we have drilled more than 200 
operated wells in the Eagle Ford Shale. Our gross operated production 
from this asset is approximately 20,000 barrels of oil (bo) and 60 million 
cubic feet (mmcf) of natural gas per day. We expect each of our wells will 
ultimately produce more than 500,000 barrels of oil equivalent (mboe) or 
3.5 bcfe. That’s great performance.”

RESOURCE
RANCHING

THE PLAY: 
EAGLE FORD SHALE

IN  SOUTH TEXAS
ALTHOUGH THE REGION HAS SEEN NATURAL GAS PRODUCTION FOR 
DECADES, OIL DEVELOPMENT IS NEW. AND THE EAGLE FORD SHALE IS 
A RARE PLAY BECAUSE IT CONTAINS SEVERAL FORMS OF RESOURCES: 
DRY GAS IN ITS SOUTHERN REACHES, LIQUIDS-RICH (WET GAS) IN THE 
MIDDLE COUNTIES AND OIL IN ITS NORTHERN TIER. 

SOUTH TEXAS IS KNOWN FOR 
BIG RANCHES, BIG CATTLE – 
AND NOW, BIG OIL AND GAS. 

(Continued on page 4)
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TODAY CHESAPEAKE HAS 29 
RIGS IN THE EAGLE FORD. MANY OF 
THEM ARE OPERATING ON MULTIWELL 
PADS, WHERE DRILLERS RUN WELL-
BORES VERTICALLY, THEN SHIFT TO 
DIRECTIONAL DRILLING SO EACH WELL 
CAN EXTEND IN A DIFFERENT DIRECTION 
FROM THE PAD, AND FINALLY KICK OFF 
THE WELLBORE HORIZONTALLY TO 
REACH AS MUCH OF THE RESOURCE-
BEARING RESERVOIR SURROUNDING 
THE LOCATION AS POSSIBLE.

“Ultimately, we expect to drill more 
than 2,500 wells in this play,” said Ketzner, 
“which at present drilling and completion 
pricing equates to investing more than 
$15.20 billion to fully develop our leases.”
pricing equates to investing more than 
$15.20 billion to fully develop our leases.”
pricing equates to investing more than 

Completing Eagle Ford wells requires 
different techniques than the company 
uses in the dry gas-producing Haynesville 
and Barnett shales, where higher pressures 
push resources out of the ground and up the 
wellbore. Hydraulic fracturing, or fracking, 
in the Eagle Ford uses larger proppants to 
create better conductivity, and clusters are 

spaced more closely because liquids don’t 
fl ow the same way gas fl ows. 

Completions in the play use cross-link 
fl uid for fracture stimulation, making the 
job easier for fracking companies because 
it is less wearing on equipment than other 
options. The Chesapeake operations team 
likes that because fracture stimulation ac-
tivities must be operating at top effi ciency 
in such a busy play. The company currently 
runs fi ve frack fl eets and anticipates a total 
of seven by February 2012.

The size and resource diversity of the 
Eagle Ford Shale also require different tech-

niques for lifting resources out of the ground, 
depending on whether a well is producing 
wet gas or oil. The more viscous the resource, 
the more help it needs to be lifted. Oil requires 
additional lifting procedures than the lighter 
dry natural gas produced in some of Chesa-
peake’s other shale plays.

“This play spans 200 miles from west 
to east and 50 miles north to south,” Warren 
noted. “That’s huge. In the eastern part of 
the Eagle Ford, McMullen County, we are 
bringing up 50 API oil from 11,000 feet be-
neath the surface. That is very light oil. In the 
middle section of the play, Webb County, we 
bring up wet gas condensate of 65 API – even 

lighter – which pretty much lifts itself. But in 
the Carrizo Springs and Crystal City region, 
we are producing 32 API oil from 5,000 feet. 
Those resources are very different, and 
we have to know how to most effectively 
lift each one.”

Joe Craig, Senior Asset Manager - 
South Texas, and his team work with wells 
that have been drilled and completed, but 
are not yet producing. Their task is control-
ling each well’s initial fl owback and estab-
lishing procedures for plug removals and ar-
tifi cial lifting prior to the time the well starts 
production, then monitoring production 
performance for the life of the well.
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A Commodity Conundrum:
NOT ALL BOES ARE CREATED EQUAL

A BARREL OF OIL EQUIVALENT (BOE) IS THE 
AMOUNT OF ENERGY RELEASED BY BURNING 
1 BARREL OF OIL – OR 6,000 CUBIC FEET 
(6 MCF) OF NATURAL GAS. THEREFORE, THE 
ENERGY RATIO OF OIL TO NATURAL GAS 
WOULD BE 1 TO 6. THAT IS AN UNDERSTAND-
ABLE FACT. THE FACTS GET A BIT MURKY, 
HOWEVER, WHEN ONE EXAMINES THE DIS-
PARITY IN A BOE’S MARKET DOLLAR VALUE, 
DEPENDING ON WHETHER THAT BOE CAME 
FROM OIL OR NATURAL GAS.
If a barrel of oil sells for $100, then 1 mcf of
natural gas should be worth about a sixth of 
that amount: $16.66. Today, however, that’s 
natural gas should be worth about a sixth of 
that amount: $16.66. Today, however, that’s 
natural gas should be worth about a sixth of 

not the case. One mcf of natural gas may sell 
that amount: $16.66. Today, however, that’s 
not the case. One mcf of natural gas may sell 
that amount: $16.66. Today, however, that’s 

for around $4 – less than a quarter of its boe 
not the case. One mcf of natural gas may sell 
for around $4 – less than a quarter of its boe 
not the case. One mcf of natural gas may sell 

value of $16.66.
for around $4 – less than a quarter of its boe 
value of $16.66.
for around $4 – less than a quarter of its boe 

This discrepancy makes a big di� erence when 
estimating the value of a well’s resource pro-
This discrepancy makes a big di� erence when 
estimating the value of a well’s resource pro-
This discrepancy makes a big di� erence when 

duction, if that well produces a combination 
estimating the value of a well’s resource pro-
duction, if that well produces a combination 
estimating the value of a well’s resource pro-

of oil and natural gas.
duction, if that well produces a combination 
of oil and natural gas.
duction, if that well produces a combination 

The Price had initial production of
1,500 BARRELS OF OIL PER DAY 
And
9,000 MCF OF NATURAL GAS PER DAY. 
Dividing that 9,000 mcf of natural gas by 6, to 
determine its energy equivalence to a barrel of oil, 
Dividing that 9,000 mcf of natural gas by 6, to 
determine its energy equivalence to a barrel of oil, 
Dividing that 9,000 mcf of natural gas by 6, to 

one � nds it has exactly the same amount of 
determine its energy equivalence to a barrel of oil, 
one � nds it has exactly the same amount of 
determine its energy equivalence to a barrel of oil, 

energy potential – 1,500 barrels of oil equivalent
one � nds it has exactly the same amount of 
energy potential – 1,500 barrels of oil equivalent
one � nds it has exactly the same amount of 

THOSE FIGURES MEAN THE PRICE HAS DAILY 
PRODUCTION OF ABOUT 3,000 BARRELS OF 
OIL EQUIVALENT PER DAY (BOE/D).
AT $100 PER BARREL THAT SOUNDS 
LIKE A WHOPPING $300,000 OF REVENUE 
PER DAY. BUT NOT SO.
Today, natural gas sells at a signi� cantly lower 
price than oil. So:
Today, natural gas sells at a signi� cantly lower 
price than oil. So:
Today, natural gas sells at a signi� cantly lower 

1,500 BARRELS OF OIL PER DAY 
(AT $100@ BARREL = $150,000 PER DAY)
9,000 MCF OF NATURAL GAS PER DAY 
(AT $4@ MCF = $36,000 PER DAY)
FOR A TOTAL DAILY PRODUCTION 
VALUE OF $186,000 
Because of this price disparity, production 
reports are often divided into two elements: 
Because of this price disparity, production 
reports are often divided into two elements: 
Because of this price disparity, production 

oil and natural gas, even for the same well.  
reports are often divided into two elements: 
oil and natural gas, even for the same well.  
reports are often divided into two elements: 

A measure of how heavy or A measure of how heavy or 
light a petroleum liquid is light a petroleum liquid is 
A measure of how heavy or 
light a petroleum liquid is 
A measure of how heavy or A measure of how heavy or 
light a petroleum liquid is 
A measure of how heavy or 

compared to water. Because compared to water. Because 
light a petroleum liquid is 
compared to water. Because 
light a petroleum liquid is light a petroleum liquid is 
compared to water. Because 
light a petroleum liquid is 

the API index is an inverse the API index is an inverse 
compared to water. Because 
the API index is an inverse 
compared to water. Because compared to water. Because 
the API index is an inverse 
compared to water. Because 

measurement, the higher measurement, the higher 
the rating, the lighter or less the rating, the lighter or less 
measurement, the higher 
the rating, the lighter or less 
measurement, the higher measurement, the higher 
the rating, the lighter or less 
measurement, the higher 

viscous the petroleum liquid.viscous the petroleum liquid.
the rating, the lighter or less 
viscous the petroleum liquid.
the rating, the lighter or less the rating, the lighter or less 
viscous the petroleum liquid.
the rating, the lighter or less 

API GRAVITY API GRAVITY 
(AMERICAN PETROLEUM (AMERICAN PETROLEUM 
INSTITUTE GRAVITY):INSTITUTE GRAVITY):

Framed by cactus blooms, Nomac Rig #101 
in Dimmit County, Texas.

HERE’S A REAL-
WORLD EXAMPLE: 
THE PRICE USA 
1-10H WELL STARTED 
PRODUCTION LAST 
JULY IN THE COLONY 
GRANITE WASH.

BOE?
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 “We are responsible for dealing with 
simultaneous operations and pipeline 
timing,” Craig said. “It’s a very interesting job 
in the Eagle Ford due to the wide geographic 
area and rapid pace of this play. The Eagle 
Ford has various windows, and things 
quickly change here. The way Chesapeake 
deals with those challenges is unlike any 
other company.”

One of the greatest of those challenges 
is developing an infrastructure to transport 
the resources being brought up by the team.

“Gas is transported through pipelines, 
while oil is currently being trucked out,” 
said Craig. “Some leases in the Eagle Ford 
are huge and have strict restrictions on 
truck speeds. When a lease is 40 miles long 
and you’re going 20 miles per hour, trans-
porting oil by truck is time consuming. It’s 
expensive too, since we build and maintain 
many of those roads.”

He cited the Faith Ranch lease as an 
example. “It’s about 38,000 acres, and on 
those acres we expect to fi nd every type of 
resource – dry gas, wet gas and oil. That’s 
very different from other resource plays.” 

A successful partnership with Chesa-
peake Midstream Development is critical to 
meet the transportation challenge, and oil 
pipelines are presently under construction. 
According to Ketzner, the company and 
Midstream have already installed more than 
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100 processing facilities and laid more than 
190 miles of pipeline.

Production Superintendent Mike Laue 
and his team are involved in sustaining 
production and ensuring long-term perfor-
mance in the Eagle Ford Shale.

“This is really a brand new area,” Laue 
pointed out. “But Chesapeake’s vertical inte-
gration gives us a strategic advantage. Own-
ing Chesapeake Midstream, 
Nomac Drilling, MidCon 
Compression and Great Plains 
Oilfi eld Rental means we are 
the number one priority for 
those important service pro-
viders to take care of and get 
our product to market.

“I guarantee you every-
one here is still learning about this play,” 
Laue said. “I suspect people working in 
other liquids plays are learning too. Ches-
apeake moves knowledge from one play 
to another. Our centralized offi ce synergy, 
combined with a unique local focus, help 
us make each specifi c play successful.”

Warren agreed, saying, “We’re in a part 
of the playground where no one else is, so 
we had to start building compression and 
transmission infrastructure from the ground 
up. We started with all hands on deck, work-
ing very closely with Chesapeake Mid-
stream Development. But it’s faster to drill 

and complete wells than it is to build infra-
structure. Drilling rigs are more mobile, and 
Midstream has to deal with more landown-
ers, which can take time.

“In some ways, the Eagle Ford’s 
large lease sizes help expedite both drilling 
and transmission negotiations,” Warren 
added. “We are working with fewer individ-
uals making decisions that will affect very 

large operations.”
Despite its challenges, 

the Eagle Ford Shale is a source 
of continual inspiration for the 
Chesapeake development team.

“The fun part here is the 
dynamic of dealing with all 
kinds of well types that need 
varied services at a rapid pace,” 

Ketzner said. “To keep up with this activity is 
a challenge, and we’ve done a great job of it. 
Horizontal drilling and fracking have revolu-
tionized domestic energy production.”

About the only residents in the Eagle 
Ford Shale who appear uninterested in the 
activity are half a million cattle. And even 
their lives are affected by the boom: as one 
rancher said, “We’re making more money 
from minerals than from livestock. These oil 
and gas wells make pretty good nurse cows.”

5“WE’RE MAKING 
MORE MONEY FROM 
MINERALS THAN 
FROM LIVESTOCK. 
THESE OIL AND GAS 
WELLS MAKE PRETTY 
GOOD NURSE COWS.”

The massive Dilly Oil Terminal holds 
110,000 barrels of oil before it � ows to 
markets along the Gulf Coast. At left, 
the Pena Creek III Unit B 4H produces 
in Dimmit County, Texas.



IN JULY 2011, CHESAPEAKE INTRODUCED 
A BOLD NEW PLAN TO TRANSFORM U.S. 
TRANSPORTATION AND END OUR NATION’S 
ADDICTION TO OPEC OIL. 
TRANSPORTATION AND END OUR NATION’S 
ADDICTION TO OPEC OIL. 

INVEST IN AMERICAN SHALE PLAYS TO BOOST 
THE DOMESTIC PRODUCTION OF OIL AND NATURAL 
GAS LIQUIDS BY 3-4 MILLION BARRELS A DAY – 
A 50% INCREASE IN 5-10 YEARS.

BUILD THE AMERICAN NATURAL GAS 
SUPERHIGHWAY SYSTEM, WITH NATURAL 
GAS FUELING STATIONS COAST TO COAST 
AND BORDER TO BORDER.

INVEST IN NEW TECHNOLOGY TO COMBINE TWO 
THINGS AMERICA HAS IN ABUNDANCE – NONFOOD 
BIOMASS WASTE AND NATURAL GAS – TO PRODUCE 
AN ULTRA-CLEAN RENEWABLE “GREEN GASOLINE” 
FOR EXISTING CARS, TRUCKS AND AIRCRAFT.
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A major problem in the current budget debates is that no one is betting on game-changing 
economic growth. Over the next 10 years, America will export at least $5-7 trillion of American wealth 

A major problem in the current budget debates is that no one is betting on game-changing 
economic growth. Over the next 10 years, America will export at least $5-7 trillion of American wealth 

A major problem in the current budget debates is that no one is betting on game-changing 

to import foreign oil. This is unaffordable and unsustainable. 

Imagine the mood swing if we took a portion of that 
$5-7 trillion and invested it developing American oil and natu-

Imagine the mood swing if we took a portion of that 
$5-7 trillion and invested it developing American oil and natu-

Imagine the mood swing if we took a portion of that 

ral gas resources. Instead of importing $100 per barrel oil 
$5-7 trillion and invested it developing American oil and natu-
ral gas resources. Instead of importing $100 per barrel oil 
$5-7 trillion and invested it developing American oil and natu-

from foreign countries, we can fi nd American oil at less than 
$20 per barrel and American natural gas at the equivalent 
from foreign countries, we can fi nd American oil at less than 
$20 per barrel and American natural gas at the equivalent 
from foreign countries, we can fi nd American oil at less than 

of $12 per barrel and pocket the difference.
$20 per barrel and American natural gas at the equivalent 
of $12 per barrel and pocket the difference.
$20 per barrel and American natural gas at the equivalent 

We can supply all of America’s future energy needs from 
domestic resources.  Production of oil and shale natural gas 
from 32 of our 50 states now provides fuel sources of revolu-
tionary abundance, allowing us in the years ahead to stand 
tall again without the weight of exporting trillions of dollars to 
the world’s oil producers.  

This new U.S. source of energy is so enormous that Amer-
ican manufacturers now enjoy natural gas costs that are the 
envy of the world.  Since 2008, natural gas prices have dropped 
67%, providing a national economic stimulus of $250 million 
envy of the world.  Since 2008, natural gas prices have dropped 
67%, providing a national economic stimulus of $250 million 
envy of the world.  Since 2008, natural gas prices have dropped 

per day.  This cost advantage is already attracting industry 
back into the U.S.; witness announcements of new plants and jobs in the American steel industry, for 
example.  In the next few years, rising production of American 
natural gas and new jobs will help revitalize America.  

If we use natural gas as a primary transportation fuel, we 
can save businesses and consumers about $2 per gallon.  All 

If we use natural gas as a primary transportation fuel, we 
can save businesses and consumers about $2 per gallon.  All 

If we use natural gas as a primary transportation fuel, we 

we need to do is invest about $2 billion in building compressed 
can save businesses and consumers about $2 per gallon.  All 
we need to do is invest about $2 billion in building compressed 
can save businesses and consumers about $2 per gallon.  All 

natural gas (CNG) and liquefi ed natural gas (LNG) pumps 
along our interstate highways. This will give manufacturers and consumers the confi dence to build 
and buy CNG/LNG vehicles.  Chesapeake is taking the fi rst step with a $150 million investment in 
along our interstate highways. This will give manufacturers and consumers the confi dence to build 
and buy CNG/LNG vehicles.  Chesapeake is taking the fi rst step with a $150 million investment in 
along our interstate highways. This will give manufacturers and consumers the confi dence to build 

Clean Energy Fuels Corp. to underwrite about 150 LNG fueling stations at truck stops along major 
commercial goods transport corridors.  Other investors are following our lead, including a second 
$150 million investment in Clean Fuels from several investment funds with close ties to Chesapeake.
commercial goods transport corridors.  Other investors are following our lead, including a second 
$150 million investment in Clean Fuels from several investment funds with close ties to Chesapeake.
commercial goods transport corridors.  Other investors are following our lead, including a second 

The energy sector is one of the few bright spots on the domestic jobs front and remains one of the 
few American industries that still lead the world in technology and performance.  American natural gas 
and oil producers are adding tens of thousands of jobs and generating tenfold more jobs for contractor, 
supplier and service industries. This year, Chesapeake Energy alone has hired 3,000 Americans.  

But other industries win as well.  According to a recent American Chemistry Council study, in-
creased production of shale gas would produce nearly 400,000 new jobs in the chemical sector and 
among suppliers. This will not only ease taxpayer spending on unemployment benefi ts and add to fed-
eral, state and local tax revenues, but will also stimulate the economy through improved balance of 
trade and increased consumer confi dence.  In fact, it’s already happening:  In 2010, U.S. chemical indus-
try exports increased 17%, moving the industry from a balance of trade defi cit to a $3.7 billion surplus.
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try exports increased 17%, moving the industry from a balance of trade defi cit to a $3.7 billion surplus.
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These new opportunities are real and should be embraced by our political leaders and the 
public.  This new American oil and natural gas supply revolution is not dependent on government sub-
sidies.  All it needs is appropriate regulatory restraint and certainty.   America’s shale energy treasure 
can be safely developed by Americans and for Americans.  In the process, we can break foreign oil’s 
four-decade stranglehold on our economy and our foreign policy.  Let’s regain our swagger and create 
value and jobs right here at home – we have the resources, now let’s use them!

HOW AMERICA CAN 
REGAIN ITS SWAGGER 
By Aubrey K. McClendon
Chairman, CEO and Co-Founder, 
Chesapeake Energy Corporation

THE CURRENT SHOCKS TO THE U.S. FINANCIAL MARKETS REFLECT THE PREVAILING 
PESSIMISM ABOUT OUR NATION’S ECONOMIC PROSPECTS. WE’VE LOST SOME OF 
OUR SWAGGER AT HOME AND ABROAD.  HOW TO BEST REGAIN IT?  BECOME ENERGY 
INDEPENDENT AND INVEST THE SAVED TRILLIONS IN THE AMERICAN ECONOMY.  

7HOW AMERICA CAN 
REGAIN ITS SWAGGER 
By Aubrey K. McClendon
Chairman, CEO and Co-Founder, 
Chesapeake Energy Corporation

IN JULY 2011, CHESAPEAKE INTRODUCED 
A BOLD NEW PLAN TO TRANSFORM U.S. 
TRANSPORTATION AND END OUR NATION’S 
ADDICTION TO OPEC OIL. 

 www.chk.com/Independence www.chk.com/Independence www.chk.com/Independence
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THE COMMUNITY: 
OPERATION BLUE

“I DRIVE BY THAT 
SCHOOL EVERY 
DAY AND IT’S 
GOOD TO KNOW I 
MADE IT A SAFER 
PLACE TO PLAY.”

“I LOVE BEING OUTDOORS, AND I WANT TO KEEP OUR 
COUNTRY BEAUTIFUL FOR FUTURE GENERATIONS. WE 
MADE A HEAVILY TRAVELED ROUTE LOOK BEAUTIFUL! 
HOPEFULLY DRIVERS WILL NOTICE WHAT WE ARE DOING 
AND THINK TWICE NEXT TIME THEY WANT TO THROW 
TRASH OUT THE WINDOW.”

Eighteen Pennsylvania employees 
dedicated 72 volunteer hours to cleaning 
Eighteen Pennsylvania employees 
dedicated 72 volunteer hours to cleaning 
Eighteen Pennsylvania employees 

up roadways in LeRoy Township and 
dedicated 72 volunteer hours to cleaning 
up roadways in LeRoy Township and 
dedicated 72 volunteer hours to cleaning 

Athens. Their litter blitz covered four miles.
up roadways in LeRoy Township and 
Athens. Their litter blitz covered four miles.
up roadways in LeRoy Township and 

More than 30 Chesapeake volunteers 
played ball with The Miracle League 
in Edmond, Oklahoma. 

The Play Fall 2011

A group of Oklahoma City employees 
partnered with Rebuilding Together 
to update a senior citizen’s home. 

MidCon Shop Mechanic Clint Mullis

Shannon Brooks, Field Representative

Internal Audit employees 
volunteered with the Urban League 
in Oklahoma City. They stu� ed 
back-to-school backpacks.

MANY COMMUNITIES  are struggling with weak economies, 
and the hardships often extend to nonpro� ts and local orga-
nizations as funding dries up and volunteers dwindle. Ches-
apeake has earned a reputation as a generous community 
partner in cities and towns where it operates. But the com-
pany believes that sometimes writing a check isn’t enough. 

For the third consecutive summer, Chesapeake gave 
its employees four hours of company time to work with the 
organization of their choice in their communities. This com-
pany-wide volunteer initiative – Operation Blue – put em-
ployees to work in their own backyards. This year’s service 
hours totaled 31,736, as 5,626 employees volunteered with 
444 organizations in 122 communities across the country.

“By allowing employees to choose the nonpro� t they 
want to volunteer for, they can serve where they see 
the greatest need in the community,” said Chesapeake 
Director – Community Relations Teresa Rose. 

Operation Blue is Chesapeake’s summer volunteer initia-
tive and part of the company’s H.E.L.P. (Helping Energize 
Local Progress) Initiative, which o� ers year-round volunteer 
opportunities for employees. Over the last three years, em-
ployees have logged nearly 89,000 volunteer hours. 
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Eleven employees from the Arkoma, Oklahoma, MidCon o�  ce donated nearly 
50 volunteer hours to the Arkoma Public Schools district. The group put 
together PVC pipe around the elementary school’s playground to ensure the 
play area is state compliant.

Twenty-four Borger, Texas, employees volunteered 
with the Pampa Soccer Association. The group 
overhauled the organization’s bleachers – welding 
and painting them to look new. 

Volunteers washed trailers, mucked stalls 
and bathed horses at the Equine Therapy 
Center in Guthrie, Oklahoma. The center 
helps at-risk children develop skills necessary 
to make positive choices in life.

The Elk City, Oklahoma, � eld o�  ce cleaned 
up a park and softball � eld in the nearby 
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Employees helped 
serve as guides at the 
Employees helped 
serve as guides at the 
Employees helped 

Oklahoma City National 
serve as guides at the 
Oklahoma City National 
serve as guides at the 

Memorial & Museum, 
Oklahoma City National 
Memorial & Museum, 
Oklahoma City National 

a special area that 
remembers the victims 
a special area that 
remembers the victims 
a special area that 

of the Oklahoma City 
bombing. 
of the Oklahoma City 
bombing. 
of the Oklahoma City 

“ANYTHING AND EVERYTHING 
CAN BE USED TO HELP PEOPLE. 
THIS COUPLE TOOK THEIR LOVE 
OF HORSES AND COMBINED 
IT WITH PEOPLE IN NEED TO 
CREATE A WONDERFUL PRO-
GRAM. IT WAS INSPIRING.”

Great Plains Oil� eld Rental employees worked at 
the Lord’s Harvest Food Pantry in El Reno, Okla-
homa. The group unloaded food trucks, organized 
food pantry shelves and prepared sandwiches.

Administrative Assistant Kelsi Pritchard
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Sperr Memorial Park with litter cleanup, 
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THE PLAY: 
TONKAWA PLAY

MANY OF TODAY’S HOTTEST OIL AND 
NATURAL GAS PLAYS ARE IN AREAS WHERE 
TWO POTENTIAL PRODUCING FORMATIONS 
ARE STACKED ONE ON TOP OF THE OTHER: 
THE BOSSIER ATOP THE HAYNESVILLE 
SHALE IN LOUISIANA, THE PEARSALL OVER 
THE EAGLE FORD SHALE IN TEXAS, THE 
TONKAWA SAND ABOVE THE CLEVELAND 
SAND IN WESTERN OKLAHOMA.

Such a “stacked play” is virtually a fi eld 
over a fi eld – greatly increasing the opportu-
nity to fi nd and produce resources from two 
different reservoirs in the same well-explored 
area. Another advantage of such a play is the 
fact that leases on the shallower formation 
can be held by production when the lower 
formation is drilled fi rst. In addition, a 
great deal of useful data can be gath-
ered on the shallower target while ex-
ploiting the deeper horizon. In many 
cases, the same wellbore can be used 
to produce the shallower zone, amount-
ing to a signifi cant cost savings and min-
imizing the footprint of our operations.

And that’s why the deck is stacked 
for success in western Oklahoma 
and the Texas Panhandle, where the 
Tonkawa play rests less than 1,000 feet 
above the Cleveland. 

“We were drilling in the Cleveland, and 
it was so good that we decided to look at the 
Tonkawa above it,” said Ted Campbell, Dis-
trict Manager – Northern Mid-Continent Dis-
trict. “The Tonkawa had been drilled as a 
vertical play, but we moved to an area where 
the wells are more oil producing, and we’re 
drilling horizontally. This play contains oil 
and natural gas, but we’re defi nitely after liq-
uids, both oil and wet gas.”

Horizontal development of the Tonkawa 
was initiated by Chesapeake in late 2009 
in Roger Mills County, Oklahoma. More 
recently in Dewey County, two great wells 
kicked off to a promising start: the Marshall 
Murphy 1-12H and Lauder 1-11H were 
completed at rates of 1,200 to 1,300 barrels 
of oil (bo) plus 1.2 million cubic feet (mmcf) 
of gas per day. Together, they have estimated 
ultimate recovery (EUR) of 600,000 barrels 
of oil over their lifetimes. Including gas, their 
EUR is between 800,000 and 1 million boe.

Under a cloudless Oklahoma sky, Nomac 
Rig #62 drills the Zellmer 27-12-16 1H in 

Roger Mills County. At right, nightfall 
turns a drilling rig into a prairie lantern.

Photography by David McNeese

Drillbits grind through more Drillbits grind through more Drillbits grind through more 
than 8,000 feet of earth to than 8,000 feet of earth to than 8,000 feet of earth to 

reach the Tonkawa formation reach the Tonkawa formation reach the Tonkawa formation 
in western Oklahoma.in western Oklahoma.in western Oklahoma.
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“We have drilled some good Tonkawa 
horizontal wells since then, confi rmed oil was 
present there and that horizontal drilling was 
the answer to producing commercial quanti-
ties,” said Bob Campbell, Manager, Geologi-
cal District, Geoscience. 
“We were drilling Tonkawa 
wells slightly south of the 
area where we historically 
produced from the Cleve-
land,” he noted, “and as we 
occasionally explored, we 
discovered that the Cleve-
land play did extend farther south, emerging 
underneath the Tonkawa zone.”

The positioning of the two plays 
was important, as Bob Woodside, Land 
Manager – Northern Mid-Continent District, 
explained. “Because the Cleveland was a 
deeper zone, we turned our focus to drilling 
it, because that will hold our leases in the 
shallower Tonkawa.”

Despite the lower number of Tonkawa 
wells on Chesapeake’s current drilling 
reports, Tonkawa’s time will come. Of the 42 
horizontally drilled Tonkawa wells, 34 are 
currently producing with average IPs of 222 

bo and 278 mcf.
The company has 

an estimated 125,000 net 
acres leased in the play, 
located primarily in Okla-
homa’s Roger Mills, Ellis 
and Dewey counties, and 
across the nearby state line 

in Lipscomb County, Texas.
“Both the Cleveland and Tonkawa plays 

are very successful,” Bob Campbell said. 
“The main difference between the two is 
that the gas to oil ratio is higher in the Cleve-
land. That means the typical Tonkawa will 
produce more oil than a typical Cleveland 
well. However, the Cleveland also produces 
natural gas liquids and has more energy, 

so it has slightly lower lifting costs than the 
more oil-laden Tonkawa.”

Like wells in the Cleveland beneath it, 
Tonkawa wells are completed by 10-14 stage 
hydraulic fracturing with similar plug and 
perf techniques, using about 80,000 barrels 
of slick water and 4 million pounds of sand 
with cemented liners. The plug and perf 
method creates more fractures in the forma-
tion and generates a greater volume of re-
serves by accessing more rock.

Western Oklahoma is bustling with oil 
and natural gas activity, and is considered 
one of the hottest and most profi table plays 
in the state. Even with the wells being drilled 
on 640-acre spacing, rigs appear almost side-
by-side in the broad landscape, with one 
rig drilling in the 8,400-foot-deep Tonkawa 
while its neighbor might target the 9,400-foot-
deep Cleveland.

That’s stacking the deck for success!

NORTHWESTERN OKLAHOMA 
IS BUSTLING WITH OIL AND 
NATURAL GAS ACTIVITY, CON-
SIDERED ONE OF THE HOTTEST 
AND MOST PROFITABLE PLAYS 
IN THE STATE.
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CHKINSIDECHKINSIDECHK
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  develop-
ment 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; 
uncertainties in evaluating natural gas and oil reserves of acquired properties and associated potential li-
abilities; 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 realiza-
tions 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, including potential environmental 
liabilities; production interruptions that could adversely a� ect our cash � ow; and pending or future litiga-
tion. 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.
Questions about property acquisitions, sales, leasing or royalty owner concerns? Call the 
Chesapeake Contact Center toll-free at 877-CHK-1Gas. The Contact Center is open Monday 
through Friday from 8 a.m. to 5 p.m. Central Standard Time.

is designed and published each quarter by the Corporate 
Development Department of Chesapeake Energy 
Corporation, P.O. Box 18128, Oklahoma City, OK  73154-0128. 
Telephone 405-935-4761

Email the editor, Cheryl Hudak, at publications@chk.com. 
“The Play” is online at www.chk.com under Media Resources.

The Play Fall 2011

The Play

CHKCHKCHKCHKCHKCHKCHKCHKCHKCHKCHKCHKCHKCHKCHKCHKCHKINSIDE12

WHEN DISASTER STRUCK NORTHERN PENNSYLVANIA, CHESAPEAKE EMPLOYEES BROUGHT OUT THE HEAVY EQUIPMENT TO HELP THEIR 
NEIGHBORS. THEN THEY ORGANIZED SOME OF THEIR KEY CONTRACTORS TO JOIN IN THEIR EFFORTS. TOGETHER, THEY DONATED MORE THAN 
4,500 MAN HOURS OF HELP TO FLOOD-STRICKEN BRADFORD, SULLIVAN, SUSQUEHANNA AND WYOMING COUNTIES.

Working in coordination with local emergency management offi cials, employees of Chesapeake and its wholly owned subsidiaries Oilfi eld Trucking 
Solutions (formerly Hawg Hauling), Nomac Drilling and Great Plains Oilfi eld Rental began providing equipment, supplies and manpower at the onset of the 
storm. Then they continued to serve by helping communities in the aftermath: a massive cleanup challenge. Employees also 
coordinated the assistance of some of the company’s key contractors: Latona Trucking, Meshoppen Stone, Rauscher, Pelton 
Trucking, TAW and Brad Robinson all stepped in to help.

Oilfi eld Trucking Solutions provided six vacuum trucks to the city of Athens; Nomac donated and distributed water to 
workers; Great Plains lent several pumps to Athens, Sayre and Wyalusing; and fed hundreds of people who were assisting 
with the cleanup. Massive equipment such as trucks, loaders, refuse containers, dump trucks and even a trackhoe were diverted from the natural gas fi eld to 
communities in need of help. Equipment and services were also rushed to the towns of Rome, Sugar Run, Athens, Ulster, Milan, Laceyville and Terry Township. 

One Chesapeake employee said, “It’s too bad we don’t have a Chesapeake ark! We could have used it.”

HEAVY-DUTY HELP FOR NORTHERN PENNSYLVANIA 

Willing hands and heavy equipment assist with 
cleanup e� orts in northern Pennsylvania.

“IT’S TOO BAD WE DON’T 
HAVE A CHESAPEAKE ARK! 
WE COULD HAVE USED IT.”

TWITTER: @CHESAPEAKE
YOUTUBE.COM/CHESAPEAKEENERGY

FACEBOOK.COM/CHESAPEAKE
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Some wells are just special. One of those is Chesapeake’s Buffalo Creek 1-17 well in Beckham Coun-
ty, Oklahoma, which in July surpassed cumulative gross production of more than 60 billion cubic feet of 
natural gas (bcf). The company believes the Buffalo Creek well is only the sixth well in the state’s history 
to reach that remarkable milestone. Chesapeake operates the well with an 82.6% working interest and a 
65.8% net revenue interest. 

The company spud the 21,000-foot Deep Springer well in May 2002, with fi rst sales commencing in 
December 2002. The well averaged approximately 41 million cubic feet of natural gas (mmcf) per day for 
the fi rst two years of production and is still producing approximately 8 mmcf per day. Chesapeake now 
operates four of the six most prolifi c natural gas wells ever drilled in Oklahoma.

Total gross capital expenditures to drill and complete the well were $8.5 million and subsequent 
operating expenses have been $1.4 million, or $0.024 per thousand cubic feet of natural gas equivalent 
(mcfe). Total gross revenue has been approximately $320 million, which includes approximately $65 mil-
lion paid to royalty owners and approximately $15 million paid in severance tax to the state of Oklahoma. 
Total net cash fl ow from the well to the working interest owners has been approximately $230 million, or 
a multiple of 27 times the original cost of drilling and completing the well, and the realized price per mcfe 
has averaged $5.35. 

 CALLING CHESAPEAKE’S NEW PARKING 
GARAGE “GREEN” IS MORE THAN A METAPHOR, 
IT’S A FACT. The recently completed car park 
contains 475 spaces in a three-level underground 
structure topped by a grass-covered roof that 
will provide outdoor space for employees to 
gather and enjoy intramural sports, concerts or 
a lunchtime walk. 

Known as Central Park, the fi eld sits in the 
heart of the company’s Oklahoma City corporate 
headquarters and encompasses 75,000 square 
feet of Patriot Bermuda grass.

This ultimate green-roofed garage was de-
signed to reduce the heat island effect of its urban 

setting, and to capture storm 
water while retaining suitable 
moisture to conserve water.

Environmentally, a green 
roof adds signifi cantly to the LEED Point system in 
all fi ve major areas: sustainable site development, 
water savings, energy effi ciency, materials 
selection and indoor environmental quality. 

Applying vegetation on the surface of a 
structure is called a green roof. It reduces hot 
temperatures and glare while it preserves open 
space. Chesapeake is taking advantage of the 
benefi ts of a green roof, while creating an athletic 
fi eld that will withstand Oklahoma weather and 

the company’s many employee activities.
The roof incorporates AirDrain Geogrid 

technology comprised of thousands of inter-
locking grids to provide a perched water table 
10 inches below the turf. A sand and peat moss-
based root zone was installed on top of the 
geogrid system to provide a perfect foundation 
for the unique Bermuda grass hybrid that was 
developed to withstand extreme temperatures 
and extensive foot traffi c.

APPLYING VEGETATION 
ON THE SURFACE OF A 
STRUCTURE IS CALLED A 
GREEN ROOF. IT REDUCES 
HOT TEMPERATURES 
AND GLARE WHILE IT 
PRESERVES OPEN SPACE.

Central Park adds to the collegiate 
atmosphere of CHK’s Oklahoma City 
corporate headquarters.

13

Bu� alo Creek well hits rare production milestoneBu� alo Creek 1-17

New Chesapeake parking garage going 
green from the top down – and up!
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IMAGINE AMERICA FUELING AMERICA 
IT’S POSSIBLE WITH THE PLAN
For nearly 40 years, OPEC oil has had a stranglehold on America’s economy. It’s unaffordable, unsustainable 

and unacceptable. Chesapeake Energy Corporation has a plan for American energy independence – fueled by 

the strength of America’s own resources. By investing in the nation’s vast shale plays, we’re boosting domestic 

oil and natural gas liquids production by 3-4 million barrels a day. We’re creating America’s own Natural Gas 

Superhighway to replace costly diesel and gasoline in our nation’s cars and trucks. And we’re working to create 

the fi rst truly affordable, scalable and renewable bio-based green gasoline. Today, more than ever, Chesapeake is 

Fueling America’s Future®. See the plan. Spread the word.
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