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This prospectus supplement relates to an effective registration statement under the Securities Act of 1933, but is not complete and
may be changed. This prospectus is not an offer to sell these securities and it is not soliciting an offer to buy these securities in any
state where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED FEBRUARY 25, 2003

PRELIMINARY PROSPECTUS SUPPLEMENT TO PROSPECTUS DATED AUGUST 1, 2002

20,000,000 Shares

Chesapeake Energy Corporation

Common Stock

Our common stock is listed on the New York Stock Exchange under the symbol �CHK.� On February 24, 2003, the last reported sale
price was $8.50 per share.

The underwriters have an option to purchase a maximum of 3,000,000 additional shares from us to cover over-allotments of
shares.

Investing in our common stock involves risks. See ��Supplemental Risk Factors�� on page S-12 of this prospectus
supplement and � Risk Factors� on page 2 of the accompanying prospectus.
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Price to

Public

Underwriting

Discounts and

Commissions

Proceeds to

Chesapeake

Per Share $        $        $        
Total $                    $                $                

Delivery of the shares of common stock will be made on or about March             , 2003.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved these
securities or determined if this prospectus supplement or the prospectus to which it relates is truthful or complete. Any
representation to the contrary is a criminal offense.

Joint Book-Running Managers

Credit Suisse First Boston Morgan Stanley Salomon Smith
Barney

Co-Managers

Bear, Stearns & Co. Inc. Lehman Brothers

CIBC World Markets Johnson Rice & Company L.L.C. RBC Capital Markets Simmons & Company

International

The date of this prospectus supplement is February     , 2003.
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PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights selected information from this prospectus supplement and the accompanying prospectus, but may not contain all
information that may be important to you. This prospectus supplement and the accompanying prospectus include specific terms of this offering,
information about our business and financial data. We encourage you to read this prospectus supplement and the accompanying prospectus in
their entirety before making an investment decision. Unless otherwise indicated, this prospectus supplement assumes no exercise of the
underwriters� over-allotment option.

Chesapeake

We are among the ten largest independent natural gas producers in the United States, owning interests in approximately 13,400 producing oil
and gas wells (which includes the 1,900 wells we recently acquired from ONEOK and is pro forma for the approximately 800 wells we expect to
acquire in the pending El Paso and Vintage acquisitions described below). We estimate that our proved reserves were approximately 2.75 tcfe as
of December 31, 2002, pro forma for the two pending acquisitions described below and the ONEOK transaction that closed on January 31, 2003.
Approximately 91% of our pro forma proved reserves are natural gas, and approximately 89% of our pro forma proved reserves are located in
the Mid-Continent region of the United States, which includes Oklahoma, western Arkansas, southwestern Kansas and the Texas Panhandle. We
have smaller operations in the Deep Giddings field in Texas, the Tuscaloosa Trend in Louisiana, the Permian Basin region of southeastern New
Mexico and in the Williston Basin of North Dakota and Montana.

On February 24, 2003, we announced that we had entered into an agreement to acquire El Paso Corporation�s Anadarko Basin assets in western
Oklahoma and the Texas Panhandle for $500 million, which, by our internal estimates, will add approximately 328 bcfe to our estimated proved
reserves and approximately 67 mmcfe to our daily production. We believe we are acquiring a high-quality asset base from El Paso, distinguished
by proved reserves that are 96% gas and 71% proved developed and with a reserve-to-production index of approximately 13 years. We believe
these properties will provide substantial opportunities for additional drilling and improvement of operational efficiencies. The El Paso properties
complement our existing Mid-Continent assets, with 96% of El Paso�s proved reserves located in townships where we presently own properties.
We expect to close the El Paso acquisition in March 2003. However, there is no assurance that this acquisition will be completed or that our
estimates of the reserves being acquired will prove correct.

On February 24, 2003, we also announced that we had entered into an agreement to acquire Vintage Petroleum, Inc.�s assets in the Bray field in
southern Oklahoma for $30 million, which, by our internal estimates, will add approximately 22 bcfe to our estimated proved reserves and
approximately 3.5 mmcfe to our daily production. We believe we are acquiring a high-quality asset base from Vintage, distinguished by proved
reserves that are 97% gas and 56% proved developed and with a reserve-to-production index of approximately 17 years. We believe these
properties will also provide substantial opportunities for additional drilling and improvement of operational efficiencies. The Vintage properties
complement our existing Mid-Continent assets, with 88% of Vintage�s proved reserves located in townships where we presently own properties.
We expect to close the Vintage acquisition in March 2003. However, there is no assurance that this acquisition will be completed or that our
estimates of the reserves being acquired will prove correct.

We intend to use the net proceeds from this offering, together with the net proceeds from the proposed preferred stock and senior notes private
placements described below, to finance the pending El Paso and Vintage acquisitions. Please read �Use of Proceeds.�
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Our executive offices are located at 6100 North Western Avenue, Oklahoma City, Oklahoma 73118, and our telephone number is (405)
848-8000.
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Business Strategy

From our inception in 1989, our business goal has been to create value for our investors by building one of the largest onshore natural gas
resource bases in the United States. Since 1998, our business strategy to achieve this goal has been to integrate our aggressive and
technologically advanced Mid-Continent drilling program with a Mid-Continent focused producing property consolidation program. We believe
this balanced business strategy enables us to achieve greater economies of scale, increase our undrilled acreage inventory and attract and retain
talented and motivated land, geoscientific and engineering personnel. We are executing our strategy by:

� Consistently Making High-Quality Acquisitions.    Our acquisition program is focused on small- to medium-sized
acquisitions of Mid-Continent natural gas properties that provide high-quality production and significant drilling
opportunities. Since January 1, 2000, we have acquired or have signed agreements to acquire $1.9 billion of such
properties (primarily in 17 separate transactions of greater than $10 million each) at an estimated average cost of $1.23 per
mcfe of proved reserves. Each of these acquisitions either increased our ownership in existing wells or fields or added
additional drilling locations in our core Mid-Continent operating area. We believe we are acquiring high-quality assets
from El Paso and Vintage, distinguished by proved reserves that are 96% gas and 70% proved developed. We believe these
properties provide substantial opportunities for additional drilling and improvement of operational efficiencies. The El
Paso and Vintage properties complement our existing Mid-Continent assets, with 96% and 88%, respectively, of their
proved reserves located in townships where we presently own properties. Because the Mid-Continent region contains many
small companies seeking market liquidity and larger companies seeking to divest non-core assets, we expect to find
additional attractive acquisition opportunities in the future.

� Consistently Growing through the Drillbit.    One of our most distinctive characteristics is our ability to increase reserves through the
drillbit. We are conducting one of the five most active drilling programs in the United States with our program focused on finding gas
in the Mid-Continent region. We currently have 31 rigs drilling on Chesapeake-operated prospects, and we are participating in
approximately 50 wells being drilled by others. Our Mid-Continent drilling program is the most active in the region and is supported
by our ownership of an extensive land and 3-D seismic base.

� Consistently Focusing on the Mid-Continent.    In this region, we believe we are the largest natural gas producer, the most active driller
and the most active acquirer of undeveloped leases and producing properties. We believe the Mid-Continent region, which trails only
the Gulf Coast and Rocky Mountain basins in U.S. gas production, has many attractive characteristics. These characteristics include
long-lived natural gas properties with relatively predictable decline curves; multi-pay geological targets that decrease drilling risk,
resulting in our historical Mid-Continent drilling success rate of over 95%; relatively high natural gas prices, typically only 10 to 20
cents per mmbtu behind Henry Hub index prices; generally lower service costs than in more competitive or more remote basins; and a
favorable regulatory environment with virtually no federal land ownership. In addition, we believe the location of our headquarters in
Oklahoma City provides us with many competitive advantages over other companies that direct their activities in this region from
district offices in Oklahoma City or Tulsa or from out-of-state headquarters.

� Consistently Focusing on Low Costs.    By minimizing operating costs, we have been able to deliver consistently attractive financial
returns through all phases of the commodity price cycle. We believe our general and administrative costs and our lease operating
expenses are among the lowest in the industry. We believe these low costs are the result of our management�s effective cost-control
programs, our high-quality asset base and the extensive and competitive services, gas processing and transportation infrastructures in
the Mid-Continent. We believe the ONEOK, El Paso and Vintage acquisitions should reduce our overall operating cost structure per
mcfe because our production costs per mcfe for these
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properties are expected to be lower than our current production costs per mcfe. We believe further operating efficiencies can be
achieved through our acquisition of these properties.

� Consistently Improving our Capitalization.    We have made significant progress in improving our balance sheet since the beginning of
1999. Upon the completion of this offering and the proposed private placement of preferred stock, we will have increased our
stockholders� equity by $1.5 billion through a combination of earnings and common and preferred equity issuances. As of December
31, 1999, our debt to total capitalization ratio was 129%. As of December 31, 2002, after giving pro forma effect for this offering and
for our proposed preferred stock and senior notes private placements described below and the application of the net proceeds
therefrom and herefrom, this ratio would have been 61%. We plan to continue making the reduction of the debt to total capitalization
ratio one of our primary financial goals.

Based on our view that natural gas has become the fuel of choice to meet growing power demand and increasing environmental concerns in the
United States, we believe our Mid-Continent focused natural gas development strategy should provide substantial growth opportunities in the
years ahead. Although U.S. gas production has declined in each of the past six quarters, we have increased our production in each of those
quarters. Our goal is to increase our overall production by 10% to 15% per year, with approximately one-third of this growth projected to be
generated through the drillbit and the remainder from acquisitions.

Company Strengths

We believe the following six characteristics distinguish our past performance and future growth potential from other natural gas producers:

� High-Quality Asset Base.    Our producing properties are characterized by long-lived reserves, established production profiles and an
emphasis on natural gas. Based upon current production and reserve levels (and pro forma for the El Paso and Vintage acquisitions),
our proved reserves-to-production ratio, or reserve life, is approximately 11.8 years. We estimate the El Paso properties have a reserve
life of approximately 13 years and the Vintage properties approximately 17 years. In each of our operating areas, our properties are
concentrated in locations that enable us to establish substantial economies of scale in drilling and production operations and facilitate
the application of more effective reservoir management practices. We intend to continue building our Mid-Continent asset base by
concentrating both our drilling and acquisition efforts in this region.

� Low-Cost Producer.    Our high-quality asset base has enabled us to achieve a low operating cost structure. During 2002, our cash
operating costs per unit of production were $0.81 per mcfe, which consisted of general and administrative expenses of $0.10 per mcfe,
production expenses of $0.54 per mcfe and production taxes of $0.17 per mcfe. We believe this is one of the lowest operating cost
structures among publicly traded independent oil and natural gas producers. We believe the El Paso and Vintage acquisitions should
lower our cash operating costs because we project these properties will have production expenses of approximately $0.25 per mcfe. In
addition, we believe the El Paso and Vintage acquisitions will lower our overall general and administrative expenses because we
expect overhead recovery fees from third parties to more than offset any additional general and administrative expenses associated
with managing the acquired assets. We currently operate approximately 77% of our proved reserves. This large percentage of
operational control provides us with a high degree of operating flexibility and cost control. The El Paso and Vintage acquisitions will
add 660 additional operated wells and will increase our ownership in 174 wells we presently operate.

� Successful Acquisition Program.    Our experienced asset acquisition team focuses on adding to our attractive resource base in the
Mid-Continent region. This area is characterized by long-lived natural gas reserves, low lifting costs, multiple geological targets that
provide substantial drilling potential, favorable basis differentials to benchmark commodity prices, a well-developed oil and gas
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transportation infrastructure and considerable potential for further consolidation of assets. Since 1998 and following the completion of
the El Paso and Vintage acquisitions, we will have completed $2.7 billion in acquisitions at an average cost of $1.12 per mcfe of
proved reserves. We believe we are well-positioned to continue this consolidation as a result of our large existing asset base, our
corporate presence in Oklahoma, our knowledge and expertise in the Mid-Continent region and current trends in the industry. We
believe the El Paso and Vintage acquisitions are examples of the application of our acquisition strategy. These properties have a large
percentage of proved developed gas reserves with low operating costs, significant operating and undeveloped drilling upside and are
located in areas where currently we have a substantial operating presence. We plan to pursue acquisitions of properties with similar
characteristics in the future.

� Large Inventory of Drilling Projects.    During the past 14 years, we believe we have been one of the ten most active drillers in the
United States and the most active driller in the Mid-Continent. We believe we have developed a particular expertise in drilling deep
vertical and horizontal wells in search of large natural gas accumulations in challenging reservoir conditions. We actively pursue deep
drilling targets because of our view that most undiscovered gas reserves in the Mid-Continent will be found at depths below 12,500
feet. In addition, we believe that our large 3-D seismic inventory, much of which is proprietary to Chesapeake, provides us with an
advantage over our competitors, which largely prefer to drill shallower development wells. As a result of our aggressive land
acquisition strategies and Oklahoma�s favorable forced-pooling regulations, we have been able to accumulate an onshore leasehold
position of approximately 2.2 million net acres. In addition, our technical teams have identified over 1,500 exploratory and
developmental drillsites, representing more than five years of future drilling opportunities at our current rate of drilling. The El Paso
and Vintage acquisitions will add to our existing land inventory and we have identified more than 300 additional potential drillsites
associated with the properties to be acquired in these pending acquisitions.

� Hedging Program.    We have historically used and intend to continue using hedging programs to reduce the risks inherent in
producing oil and natural gas, commodities that are extremely volatile in price. We believe this volatility is likely to continue and may
even accelerate in the years ahead. We believe that a producer can use this volatility to its benefit by taking advantage of prices when
they exceed historical norms. Over the past two years, we increased our oil and gas revenues by $201 million through hedging. We
currently have gas hedging positions covering 116 bcf for 2003 at an average price of $4.70 per mcf. In addition, we have 90% of our
projected oil production hedged for 2003 at an average NYMEX price of $27.78 per barrel of oil.

� Entrepreneurial Management.    Our management team formed Chesapeake in 1989 with an initial capitalization of $50,000. Through
the following years, this management team has guided our company through operational challenges and extremes of oil and gas prices
to create one of the ten largest independent natural gas producers in the United States with an enterprise value of approximately $4.0
billion (pro forma for this offering and our proposed common stock and senior notes offerings). The company�s co-founders, Aubrey K.
McClendon and Tom L. Ward, have been business partners in the oil and gas industry for 20 years and beneficially own approximately
11.1 million and 12.5 million of our common shares, respectively. Each of Messrs. McClendon and Ward plans to purchase $1.0
million of common stock in this offering at the price offered to the public.

Other Developments

Proposed Private Placements of Preferred Stock and Senior Notes.    On February 24, 2002, we announced proposed private placements of $200
million of preferred stock and $300 million in aggregate principal amount of senior notes. The preferred stock and senior notes are being offered
only to qualified institutional buyers in reliance on Rule 144A under the Securities Act and to non-U.S. persons in offshore transactions pursuant
to Regulation S under the Securities Act. This prospectus supplement and the accompanying prospectus shall not be
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deemed to be an offer to sell or a solicitation of an offer to buy any securities offered in the proposed preferred stock or senior notes private
placements. There is no assurance these proposed private placements will be completed or, if they are completed, that they will be completed for
the amounts contemplated. This offering is conditioned upon the consummation of our proposed private placement of preferred stock but is not
conditioned upon the consummation of the proposed private placement of senior notes.

ONEOK Acquisition and Related Financings.    On January 31, 2003, we completed our acquisition of all the capital stock of ONEOK
Resources Company, a wholly owned subsidiary of ONEOK, Inc., for $300 million in cash. We estimate the ONEOK properties contained
approximately 200 bcfe of proved reserves as of December 31, 2002, 94% of which were gas and 88% of which were proved developed. The
acquisition was funded with proceeds generated from our December 2002 offerings of 23,000,000 shares of common stock sold at $7.50 per
share and $150 million aggregate principal amount of 7.75% Senior Notes due 2015. The net proceeds of these offerings were approximately
$309.6 million.

S-5
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The Offering

Common stock offered by Chesapeake 20,000,000 shares

Common stock outstanding after this offering 210,782,300 shares

Use of proceeds The net proceeds to us from the sale of the common stock offered hereby are
estimated to be $162.0 million, after deducting underwriting discounts and
commissions and the estimated expenses of the offering and assuming a
public offering price of $8.50 per share of common stock. We intend to use
the net proceeds from this offering, together with the net proceeds from the
proposed private placements of preferred stock and senior notes, to finance
the pending El Paso and Vintage acquisitions and to repay amounts
outstanding under our revolving bank credit facility. Any remaining net
proceeds will be used for general corporate purposes, including funding
other possible future acquisitions. Please read �Use of Proceeds.�

New York Stock Exchange symbol CHK

The number of shares of our common stock shown above to be outstanding after this offering is based on 190,782,300 shares outstanding as of
February 21, 2003, and excludes:

� 4,792,529 shares of treasury stock;

� 27,890,931 shares of common stock issuable upon the exercise of outstanding stock options at a weighted average exercise price of
$4.87 per share and warrants at a weighted average exercise price of $14.27 per share; and

� 4,268,837 shares of common stock reserved for additional grants under our stock option plans.

Unless we indicate otherwise, the share information in this prospectus supplement assumes the underwriters� option to cover over-allotments is
not exercised. See �Underwriting.�

Risk Factors

You should carefully consider all of the information in this prospectus supplement. In particular, you should evaluate the specific risk factors set
forth in the section entitled �Supplemental Risk Factors� in this prospectus supplement and the section entitled �Risk Factors� in the accompanying
prospectus for a discussion of risks relating to an investment in our common stock.
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Summary Consolidated Financial Data

The following tables set forth summary consolidated financial data as of and for each of the three years ended December 31, 2000, 2001 and
2002. These data were derived from our audited consolidated financial statements included in our annual report on Form 10-K for the year ended
December 31, 2002, which is incorporated by reference herein. The financial data below should be read together with, and are qualified in their
entirety by reference to, our historical consolidated financial statements and the accompanying notes and the �Management�s Discussion and
Analysis of Financial Condition and Results of Operations� which are set forth in our annual report on Form 10-K.

Year Ended December 31,

2000 2001 2002

(in thousands, except ratios and

per share data)
Statement of Operations Data:
Revenues:
Oil and gas sales $ 470,170 $ 735,529 $ 655,454
Risk management income (loss) �  84,789 (88,018)
Oil and gas marketing sales 157,782 148,733 170,315

Total revenues 627,952 969,051 737,751

Operating costs:
Production expenses 50,085 75,374 98,191
Production taxes 24,840 33,010 30,101
General and administrative 13,177 14,449 17,618
Oil and gas marketing expenses 152,309 144,373 165,736
Oil and gas depreciation, depletion and amortization 101,291 172,902 221,189
Depreciation and amortization of other assets 7,481 8,663 14,009

Total operating costs 349,183 448,771 546,844

Income from operations 278,769 520,280 190,907

Other income (expense):
Interest and other income 3,649 2,877 7,340
Interest expense (86,256) (98,321) (111,280)
Loss on early extinguishment of debt �  �  (17,201)
Impairments of investments in securities �  (10,079) �  
Loss on repurchases of debt �  �  (2,626)
Gain on sale of Canadian subsidiary �  27,000 �  
Gothic standby credit facility costs �  (3,392) �  

Total other income (expense) (82,607) (81,915) (123,767)

Income before income taxes and extraordinary item 196,162 438,365 67,140
Provision (benefit) for income taxes (259,408) 174,959 26,854

Income before extraordinary item 455,570 263,406 40,286
Extraordinary item:
Loss on early extinguishment of debt, net of applicable income taxes �  (46,000) �  
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Net income 455,570 217,406 40,286
Preferred stock dividends (8,484) (2,050) (10,117)
Gain on redemption of preferred stock 6,574 �  

Net income available to common shareholders $ 453,660 $ 215,356 $ 30,169

Earnings per common share�basic:
Income before extraordinary item $ 3.52 $ 1.61 $ 0.18
Extraordinary item �  (0.28) �  

Net income $ 3.52 $ 1.33 $ 0.18

Earnings per common share�assuming dilution:
Income before extraordinary item $ 3.01 $ 1.51 $ 0.17
Extraordinary item �  (0.26) �  

Net income $ 3.01 $ 1.25 $ 0.17

S-7

Edgar Filing: CHESAPEAKE ENERGY CORP - Form 424B5

Table of Contents 14



Table of Contents

Year Ended December 31,

2000 2001 2002

(in thousands, except ratios and

per share data)
Other Financial Data:
Cash provided by operating activities before changes in working capital $ 305,804 $ 518,563 $ 412,517
Cash provided by operating activities 314,640 553,737 432,531
Cash used in investing activities 325,229 670,105 779,745
Cash provided by (used in) financing activities (27,740) 234,507 477,257
EBITDA(1) 391,190 619,933 521,463
EBITDA (excluding unrestricted subsidiary)(2) 385,785 616,411 518,808
Ratio of earnings to fixed charges(3) 3.1x 5.1x 1.5x
Ratio of earnings to fixed charges and preference dividends(3) 2.8x 4.9x 1.3x
Ratio of EBITDA to interest expense 4.5x 6.3x 4.7x
Ratio of EBITDA to interest expense (excluding unrestricted subsidiary)(4) 4.5x 6.3x 4.7x
Ratio of EBITDA to interest expense and preferred stock dividends 4.1x 6.2x 4.3x
Ratio of EBITDA to interest expense and preferred stock dividends (excluding unrestricted subsidiary)(4) 4.1x 6.1x 4.3x

As of December 31,

2000 2001 2002

Pro Forma
As Adjusted
for Equity
Offerings(5)

2002

Pro Forma
As Adjusted for

Equity
and Notes

Offerings(5)(6)

2002

($ in thousands)
Balance Sheet Data:
Total assets $ 1,440,426 $ 2,286,768 $ 2,875,608 $ 3,231,258 $ 3,531,258
Long-term debt, net of current maturities and discounts 944,845 1,329,453 1,651,198 1,651,198 1,951,198
Stockholders� equity 313,232 767,407 907,875 1,263,525 1,263,525

(1) We define EBITDA as discretionary cash flow plus interest expense, as calculated below. EBITDA is not a measure of financial
performance under generally accepted accounting principles. EBITDA provides additional information as to our ability to meet our fixed
charges, including interest on our debt, and is presented solely as a supplemental measure. EBITDA should not be considered as an
alternative to net income, income before income taxes, cash flows from operations or any other measure of financial performance
presented in accordance with generally accepted accounting principles. Our EBITDA may not be comparable to EBITDA of other entities
because other entities may not calculate EBITDA in the same manner as we do. We believe that cash provided by operating activities is the
financial measure calculated and presented in accordance with generally accepted accounting principles that is most directly comparable to
EBITDA. The following table reconciles EBITDA with cash provided by operating activities, as derived from our audited financial
statements:

Year Ended December 31,

2000 2001 2002

Cash provided by operating activities $ 314,640 $ 553,737 $ 432,531
Adjustments:
Changes in assets and liabilities (8,836) (35,174) (20,014)
Miscellaneous non-cash items (870) 3,049 (2,334)

Discretionary cash flow 304,934 521,612 410,183
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Interest expense 86,256 98,321 111,280

EBITDA $ 391,190 $ 619,933 $ 521,463

(2) Excludes EBITDA of Chesapeake Energy Marketing, Inc. for all periods presented as it is designated as an �unrestricted subsidiary� under
the indentures governing our senior notes for the purpose of the financial covenants contained therein during such periods.
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(3) For purposes of determining the ratios of earnings to fixed charges and earnings to fixed charges and preference dividends, earnings are
defined as net income before income taxes, extraordinary items, amortization of capitalized interest and fixed charges, less capitalized
interest. Fixed charges consist of interest (whether expensed or capitalized), and amortization of debt expenses and discount or premium
relating to any indebtedness. Preference dividends consist of preferred stock dividends �grossed up� to reflect the pre-tax amount.

(4) Excludes EBITDA, interest expense and preferred dividends of each �unrestricted subsidiary,� as described in note (2) above.
(5) Adjusts historical data for this offering and for our proposed private placement of 4,000,000 shares of preferred stock (assuming an

aggregate offering price and liquidation preference of $200 million) and the application of the net proceeds from each offering, as
described under �Use of Proceeds� and �Capitalization.� There is no assurance that our proposed private placement of preferred stock will be
completed or, if it is completed, that it will be completed for the amount contemplated.

(6) Further adjusts for our proposed private placement of $300 million of senior notes (assuming an offering price at par). There is no
assurance that our proposed private placement of senior notes will be completed or, if it is completed, that it will be completed for the
amount contemplated.

S-9
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Summary Reserve Information

Pro Forma Proved Reserves

The following table sets forth our estimates at December 31, 2002 of proved reserves and the present value of the proved reserves, discounted at
10% per annum, giving pro forma effect to the recently completed ONEOK acquisition and the pending El Paso and Vintage acquisitions (based
on NYMEX prices at December 31, 2002 of $30.18 per barrel of oil and $4.28 per mcf of gas):

Oil

(mbbl)

Gas

(mmcf)

Gas
Equivalent
(mmcfe)

Percent
of

Proved
Reserves

Present
Value

($ in
thousands)

Mid-Continent(1) 25,671 2,294,501 2,448,532 89% $ 3,944,084
Gulf Coast 4,006 117,786 141,819 5 281,749
Permian Basin 7,191 69,518 112,663 4 180,689
Williston Basin 5,122 6,841 37,576 1 61,136
Other areas 7 10,328 10,365 1 4,481

Total 41,997 2,498,974 2,750,955 100% $ 4,472,137

(1) Includes an estimated 196 bcfe of proved reserves and $278 million of present value of future net revenue, discounted at 10% per annum,
attributable to the recently completed ONEOK acquisition as well as an estimated 350 bcfe of proved reserves and $477 million of present
value of future net revenue, discounted at 10% per annum, attributable to the pending El Paso and Vintage acquisitions.

As of December 31, 2002, our pro forma proved developed reserves as a percentage of our total pro forma proved reserves were 74% (77%
before giving pro forma effect to the ONEOK, El Paso and Vintage acquisitions and 75% after giving pro forma effect to the recently completed
ONEOK acquisition but before giving effect to the El Paso and Vintage acquisitions). Pro forma natural gas reserves accounted for 91% of total
pro forma proved reserves at December 31, 2002 (91% before giving pro forma effect to the ONEOK, El Paso and Vintage acquisitions and 90%
after giving pro forma effect to the recently completed ONEOK acquisition but before giving effect to the El Paso and Vintage acquisitions).

Actual future prices and costs may be materially higher or lower than the prices and costs as of the date of any estimate. Our ONEOK, El Paso
and Vintage acquisition reserve estimates are based solely on internal company estimates which have not been reviewed by independent reserve
engineers.

While we expect to close the El Paso and Vintage acquisitions in March 2003, there can be no assurance that these acquisitions will be
completed or, if they are completed, that our estimates of reserves will prove correct.
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Summary Production and Sales Data

Volumes, Revenue, Prices and Production Costs

The following table sets forth certain information regarding the production volumes, revenue, average prices received and average production
costs associated with sales of natural gas and oil for the periods indicated:

Years Ended December 31,

2000 2001 2002

Net Production:
Oil (mbbl) 3,068 2,880 3,466
Gas (mmcf) 115,771 144,171 160,682
Gas equivalent (mmcfe) 134,179 161,451 181,478
Oil and Gas Sales ($ in thousands):
Oil $ 80,953 $ 77,522 $ 87,403
Gas 389,217 658,007 568,051

Total oil and gas sales $ 470,170 $ 735,529 $ 655,454

Average Sales Price:
Oil ($ per bbl) $ 26.39 $ 26.92 $ 25.22
Gas ($ per mcf) 3.36 4.56 3.54
Gas equivalent ($ per mcfe) 3.50 4.56 3.61
Oil and Gas Costs ($ per mcfe):
Production expenses $ 0.37 $ 0.47 $ 0.54
Production taxes 0.19 0.20 0.17
General and administrative 0.10 0.09 0.10
Depreciation, depletion and amortization 0.75 1.07 1.22

Our current production (which includes production associated with the ONEOK acquisition) averages approximately 570 mmcfe per day, and
we estimate the current production attributable to the pending El Paso and Vintage acquisitions to be approximately 70 mmcfe per day.
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SUPPLEMENTAL RISK FACTORS

Investing in our common stock will provide you with an equity ownership in Chesapeake. As one of our stockholders, your shares will be subject
to risks inherent in our business. The trading price of your shares will be affected by the performance of our business relative to, among other
things, competition, market conditions and general economic and industry conditions. The value of your investment may decrease, resulting in a
loss. You should carefully consider the following factors as well as other information contained in this prospectus supplement, the
accompanying prospectus and the documents we have incorporated herein by reference before deciding to invest in our common stock.

Our commodity price risk management activities may reduce the realized prices received for our oil and gas sales.

In order to manage our exposure to price volatility in marketing our oil and gas, we enter into oil and gas price risk management arrangements
for a portion of our expected production. These transactions are limited in life. While intended to reduce the effects of volatile oil and gas prices,
commodity price risk management transactions may limit the prices we actually realize and we may experience reductions in oil and gas
revenues from our commodity price risk management activities in the future. In addition, our commodity price risk management transactions
may expose us to the risk of financial loss in certain circumstances, including instances in which:

� our production is less than expected;

� there is a widening of price differentials between delivery points for our production and the delivery point assumed in the hedge
arrangement; or

� the counterparties to our contracts fail to perform under the contracts.

Some of our commodity price and interest rate risk management arrangements require us to deliver cash collateral or other assurances of
performance to the counterparties in the event that our payment obligations with respect to our risk management transactions exceed certain
levels. As of February 21, 2003, we were required to post $57.0 million of collateral with two of our counterparties through letters of credit
issued under our bank credit facility. Future collateral requirements are uncertain and will depend on arrangements with our counterparties and
highly volatile natural gas and oil prices.

Our recent reserve estimates have not been reviewed by independent petroleum engineers.

Our estimates of proved reserves attributed to the recently completed ONEOK acquisition as well as the pending El Paso and Vintage
acquisitions included in this offering circular under the caption �Summary,� and certain estimates of proved reserves attributed to the recently
completed ONEOK acquisition as well as the pending El Paso and Vintage acquisitions included in the documents incorporated by reference
herein, have not been reviewed or reported on by independent petroleum engineers. These estimates were prepared by our own engineers and
professionals using criteria otherwise in compliance with SEC rules. Furthermore, our internal reserve estimates for the pending El Paso and
Vintage acquisitions are based upon data available to us, which may not be as complete as data available on our owned properties. Oil and gas
pricing can affect estimates of quantities of proved reserves due to the impact of pricing on ultimate economic recovery. Estimates prepared by
independent engineers might be different than our internal estimates.
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Future price declines may result in a write-down of our asset carrying values.

We utilize the full cost method of accounting for costs related to our oil and gas properties. Under this method, all such costs (productive and
nonproductive) are capitalized and amortized on an aggregate basis over the estimated lives of the properties using the units-of-production
method. These capitalized costs are subject to a ceiling test, however, which limits such pooled costs to the aggregate of the present value of
future net revenues
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attributable to proved oil and gas reserves discounted at 10% plus the lower of cost or market value of unproved properties. The full cost ceiling
is evaluated at the end of each quarter utilizing the prices for oil and gas at that date. A significant decline in oil and gas prices from current
levels, or other factors, without other mitigating circumstances, could cause a future write-down of capitalized costs and a non-cash charge
against future earnings.

Our level of indebtedness and preferred stock may adversely affect operations and limit our growth, and we may have difficulty making debt
service and preferred stock dividend payments on our indebtedness and preferred stock as such payments become due.

As of February 21, 2003, we had long-term indebtedness of $1.76 billion, $104 million of which was bank indebtedness. Upon completion of
this offering and our proposed private placements of preferred stock and senior notes, we estimate that we will have $1.95 billion in long-term
indebtedness, none of which will be bank indebtedness, plus preferred stock outstanding having an aggregate liquidation preference of $349.9
million. Our long-term indebtedness represented 65% of our total book capitalization at December 31, 2002. We will continue to be highly
leveraged after this offering.

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

� a significant portion of our cash flows must be used to service our indebtedness and preferred stock; for example, for the year ended
December 31, 2002, interest (including capitalized interest) on our borrowings was $116.3 million and equaled approximately 22% of
EBITDA. In addition, preferred stock dividends equaled $10.1 million in 2002, an additional 2% of EBITDA. As a result, our business
may not generate sufficient cash flows from operations to enable us to continue to meet our obligations under our indebtedness and our
stated dividends on our preferred stock;

� a high level of debt and preferred stock increases our vulnerability to general adverse economic and industry conditions;

� the covenants contained in the agreements governing our outstanding indebtedness limit our ability to borrow additional funds, dispose
of assets, pay dividends, on our common stock and make certain investments, and the rights and preferences applicable to our
preferred stock also limit our ability to pay dividends on our common stock;

� our debt covenants may also affect our flexibility in planning for, and reacting to, changes in the economy and in our industry; and

� a high level of debt and preferred stock may impair our ability to obtain additional financing in the future for working capital, capital
expenditures, acquisitions, general corporate or other purposes.

We may incur additional debt, including significant secured indebtedness, or issue additional series of preferred stock in order to make future
acquisitions or to develop our properties. A higher level of indebtedness increases the risk that we may default on our debt obligations. Our
ability to meet our debt and preferred stock obligations and to reduce our level of indebtedness depends on our future performance. General
economic conditions, oil and gas prices and financial, business and other factors affect our operations and our future performance. Many of these
factors are beyond our control. We may not be able to generate sufficient cash flow to pay the interest on our debt or dividends on our preferred
stock, and future working capital, borrowings or equity financing may not be available to pay or refinance such debt. Factors that will affect our
ability to raise cash through an offering of our capital stock or a refinancing of our debt include financial market conditions, the value of our
assets and our performance at the time we need capital.
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In addition, our bank borrowing base is subject to periodic redeterminations. We could be forced to repay a portion of our bank borrowings due
to redeterminations of our borrowing base. If we are forced to do so, we may not have sufficient funds to make such repayments. If we do not
have sufficient funds and are otherwise unable
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to negotiate renewals of our borrowings or arrange new financings, we may have to sell significant assets. Any such sale could have a material
adverse effect on our business and financial results.

Also, if our proposed senior notes offering is not successfully closed, we may need to use all or substantially all of our available bank
borrowings to fund our pending acquisitions, which could substantially limit our liquidity.

Acquisitions are subject to the uncertainties of evaluating recoverable reserves and potential liabilities.

Our recent growth is due in part to acquisitions of exploration and production companies and producing properties. We expect acquisitions will
continue to contribute to our future growth. Successful acquisitions require an assessment of a number of factors, many of which are beyond our
control. These factors include recoverable reserves, exploration potential, future oil and gas prices, operating costs and potential environmental
and other liabilities. Such assessments are inexact and their accuracy is inherently uncertain. In connection with our assessments, we perform a
review of the acquired properties, which we believe is generally consistent with industry practices. However, such a review will not reveal all
existing or potential problems. In addition, our review may not permit us to become sufficiently familiar with the properties to fully assess their
deficiencies and capabilities. Even when we inspect specific wells or properties, we do not always discover structural, subsurface and
environmental problems that may exist or arise. Our review prior to signing a definitive purchase agreement may be even more limited. For
example, in exchange for concessions in the negotiations for the El Paso acquisition, we elected to forego most due diligence review, including
environmental site inspections prior to signing a definitive agreement which contained limited remedies against the seller.

We are generally not entitled to contractual indemnification for preclosing liabilities, including environmental liabilities, on acquisitions,
including our pending El Paso and Vintage acquisitions. Normally, we acquire interests in properties on an �as is� basis with limited remedies for
breaches of representations and warranties. We could incur significant unknown liabilities, including environmental liabilities, or experience
losses due to title defects, in our pending acquisitions for which we have limited or no contractual remedies or insurance coverage.

In addition, competition for producing oil and gas properties is intense and many of our competitors have financial and other resources that are
substantially greater than those available to us. Therefore, we may not be able to acquire oil and gas properties that contain economically
recoverable reserves or be able to complete such acquisitions on acceptable terms.

Additionally, significant acquisitions can change the nature of our operations and business depending upon the character of the acquired
properties, which may have substantially different operating and geological characteristics or be in different geographic locations than our
existing properties. While it is our current intention to continue to concentrate on acquiring properties with development and exploration
potential located in the Mid-Continent region, there can be no assurance that in the future we will not decide to pursue acquisitions or properties
located in other geographic regions. To the extent that such acquired properties are substantially different than our existing properties, our ability
to efficiently realize the economic benefits of such transactions may be limited.

Our pending acquisitions may not close as anticipated.

While we expect that our pending El Paso or the Vintage acquisitions will close by March 31, 2003 without material reduction in value or size,
this offering is not conditioned on the closing of either acquisition and these acquisitions may not ultimately close. Our pending El Paso
acquisition is scheduled to close on the later of March 12, 2003 and the date of receipt of releases of certain liens and property burdens which are
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to be obtained by the seller. If these releases are not obtained by April 30, 2003, we have agreed to buy those properties that are free of burdens
and delay closing on the remaining properties by mutual agreement until releases can be obtained. The El Paso closing price is subject to
adjustment for certain items, including adjustments for revenues
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and expenses incurred to April 1, 2003, the settlement of gas imbalances and adjustments for the exercise of preferential rights of purchase
applicable to some of the El Paso properties. We do not believe the exercise of these preferential purchase rights would significantly adversely
affect the El Paso acquisition. Delays in closing or the sale of the properties pursuant to preferential purchase rights would delay or reduce the
cash flow anticipated from the acquisitions.

In addition, we may encounter difficulty in raising the funds required to close the pending acquisitions if the proposed private placement of
senior notes is not completed. As of February 21, 2003, we had approximately $88 million available under our revolving bank credit facility.
Approximately $63 million would be required to close the pending acquisitions. We believe these funds should become available from
discretionary cash flows prior to the anticipated closing dates and through active working capital management. Alternatively, we might seek
other sources of financing. In the event we were not successful in obtaining funding from these sources in adequate amounts, however, we could
breach our acquisition agreements.

Lower oil and gas prices could negatively impact our ability to borrow.

Our current bank credit facility limits our borrowings to a borrowing base of $250 million as of the date of this prospectus supplement. The
borrowing base is determined periodically at the discretion of a majority of the banks and is based in part on oil and gas prices. Additionally,
some of our indentures contain covenants limiting our ability to incur indebtedness in addition to that incurred under our bank credit facility.
These indentures limit our ability to incur additional indebtedness unless we meet one of two alternative tests. The first alternative is based on a
percentage of our adjusted consolidated net tangible assets, which is determined using discounted future net revenues from proved oil and gas
reserves as of the end of each year. As of the date of this prospectus supplement, we cannot incur additional indebtedness under this first
alternative of the debt incurrence test. The second alternative is based on the ratio of our adjusted consolidated EBITDA to our adjusted
consolidated interest expense over a trailing twelve-month period. As of the date of this prospectus supplement, we are permitted to incur
significant additional indebtedness under this second alternative of the debt incurrence test. Lower oil and gas prices in the future could reduce
our adjusted consolidated EBITDA, as well as our adjusted consolidated net tangible assets, and thus could reduce our ability to incur additional
indebtedness.

Our oil and gas marketing activities may expose us to claims from royalty owners.

In addition to marketing our own oil and gas production, our marketing activities include marketing oil and gas production for working interest
owners and royalty owners in the wells that we operate. These activities include the operation of gathering systems and the sale of oil and natural
gas under various arrangements. In the past two years, royalty owners have commenced litigation against a number of companies in the oil and
gas production business claiming that amounts paid for production attributable to the royalty owners� interest violated the terms of the applicable
leases and state law, that deductions from the proceeds of oil and gas production were unauthorized under the applicable leases and that amounts
received by upstream sellers should be used to compute the amounts paid to the royalty owners. Some of this litigation was commenced as class
action suits including five class action suits filed against Chesapeake. As new cases are decided and the law in this area continues to develop, our
liability relating to the marketing of oil and gas may increase.

S-15

Edgar Filing: CHESAPEAKE ENERGY CORP - Form 424B5

Table of Contents 26



Table of Contents

FORWARD-LOOKING STATEMENTS

This prospectus supplement, the accompanying prospectus and the documents incorporated herein by reference include �forward-looking
statements� within the meaning of Section 27A of the Securities Act of 1933, as amended (the �Securities Act�), and Section 21E of the Securities
Exchange Act of 1934, as amended (the �Exchange Act�), Forward-looking statements give our current expectations or forecasts of future events.
They include statements regarding oil and gas reserve estimates, planned capital expenditures, the drilling of oil and gas wells and future
acquisitions, expectations of closing and the impact of the pending El Paso and Vintage acquisitions and our proposed preferred stock and senior
notes offerings as described in this prospectus supplement, the impact of the recently completed ONEOK acquisition, expected oil and gas
production, cash flow and anticipated liquidity, business strategy and other plans and objectives for future operations, expected future expenses
and utilization of net operating loss carryforwards. Statements concerning the fair values of derivative contracts and their estimated contribution
to our future results of operations are based upon market 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 under �Supplemental Risk Factors� beginning on
page S-12 of this prospectus supplement and �Risk Factors� beginning on page 2 of the accompanying prospectus. These factors include:

� the volatility of oil and gas prices;

� our substantial indebtedness;

� the cost and availability of drilling and production services;

� our commodity price risk management activities, including counterparty contract performance risk;

� uncertainties inherent in estimating quantities of oil and gas reserves, projecting future rates of production and the timing of
development expenditures;

� uncertainties inherent in satisfying closing conditions for the El Paso and Vintage acquisitions;

� our ability to replace reserves;

� the availability of capital, including the reception of our proposed senior notes offering in the high-yield debt markets;

� uncertainties in evaluating oil and gas reserves of acquired properties and associated potential liabilities;

� drilling and operating risks;
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� our ability to generate future taxable income sufficient to utilize our federal and state income tax net operating loss (NOL)
carryforwards before their expiration;

� future ownership changes which could result in additional limitations to our NOLs;

� adverse effects of governmental and environmental regulation;

� losses possible from pending or future litigation;

� the strength and financial resources of our competitors; and

� the loss of officers or key employees.

We caution you not to place undue reliance on these forward-looking statements, which speak only as of the date of this prospectus supplement
or as of the date of the report or document in which they are contained, and we undertake no obligation to update such information. We urge you
to carefully review and consider the disclosures made in this prospectus supplement, the accompanying prospectus and our reports filed with the
SEC and incorporated by reference herein that attempt to advise interested parties of the risks and factors that may affect our business.
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USE OF PROCEEDS

We expect the net proceeds from this offering to be approximately $162.0 million, after deducting underwriting discounts and commissions and
the estimated expenses of the offering and assuming a public offering price of $8.50 per share. We intend to use the net proceeds from this
offering, together with the net proceeds from the proposed private placements of preferred stock and senior notes, to finance the pending El Paso
and Vintage acquisitions and to repay amounts outstanding under our revolving bank credit facility. Any remaining net proceeds will be used for
general corporate purposes, including funding other possible future acquisitions. As of February 21, 2003, we had approximately $104 million
outstanding under our bank revolving credit facility. As of December 31, 2002, the average interest rate on the borrowings outstanding under our
bank revolving credit facility was 4.22%. These borrowings were incurred primarily to fund our recent acquisition of ONEOK Resources
Company.

The El Paso and Vintage acquisitions are subject to the satisfaction of customary closing conditions and, in the case of El Paso, release of
various liens and property burdens by the Seller. If we are unable to complete the El Paso and Vintage acquisitions, the net proceeds from this
offering will be used for general corporate purposes, including other possible future acquisitions.
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CAPITALIZATION

The following table shows our capitalization as of December 31, 2002:

� on a historical basis;

� on a pro forma basis to reflect our acquisition of ONEOK Resources Company on January 31, 2002 for $300 million in cash
(including a $15 million payment made prior to December 31, 2002);

� on a pro forma basis as adjusted to reflect this common stock offering and our proposed private placement of 4,000,000 shares of
preferred stock (assuming an aggregate offering price and liquidation preference of $200 million); and

� on a pro forma basis as further adjusted to reflect our proposed $300 million private placement of senior notes (assuming an offering
price at par) and the application of the anticipated net proceeds to fund the El Paso and Vintage acquisitions.

This table should be read in conjunction with, and is qualified in its entirety by reference to, our historical financial statements and the
accompanying notes included in our annual report on Form 10-K which is incorporated by reference herein.

As of December 31, 2002

Historical

Pro Forma for
ONEOK
Acquisition

Pro Forma As
Adjusted for

Equity Offerings

Pro Forma As
Adjusted for

Equity and

Notes Offerings

(in thousands)
Cash and cash equivalents $ 247,637 $ �  $ 318,287(1) $ 81,987

Long-term debt:
Revolving bank credit facility(2) $ �  $ 37,363 $ �  $ �  
7.875% senior notes due 2004 42,137 42,137 42,137 42,137
8.375% senior notes due 2008 250,000 250,000 250,000 250,000
8.125% senior notes due 2011 800,000 800,000 800,000 800,000
8.500% senior notes due 2012 142,665 142,665 142,665 142,665
9.000% senior notes due 2012 300,000 300,000 300,000 300,000
         % senior notes due 2013 (3) �  �  �  300,000
7.750% senior notes due 2015 150,000 150,000 150,000 150,000
Discount for interest rate swap and swaption(4) (18,122) (18,122) (18,122) (18,122)
Discount, net of premium, on senior notes (15,482) (15,482) (15,482) (15,482)

Total long-term debt 1,651,198 1,688,561 1,651,198 1,951,198

Stockholders� equity:
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Preferred stock, $0.01 par value, 10,000,000 shares authorized;
2,998,000 shares of 6.75% cumulative convertible preferred
stock issued and outstanding with a liquidation preference of
$149.9 million 149,900 149,900 149,900 149,900
Preferred stock, 4,000,000 shares of     % cumulative convertible
preferred stock issued and outstanding with a liquidation
preference of $200.0 million �  �  200,000 200,000
Common stock, $0.01 par value, 350,000,000 shares authorized;
194,936,912 shares issued and outstanding (214,936,912 pro
forma for proposed common stock offering) 1,949 1,949 2,149 2,149
Paid-in capital 1,205,554 1,205,554 1,361,004 1,361,004
Accumulated deficit (426,085) (426,085) (426,085) (426,085)
Accumulated other comprehensive income (3,461) (3,461) (3,461) (3,461)
Less: treasury stock, at cost; 4,792,529 shares of common stock (19,982) (19,982) (19,982) (19,982)

Total stockholders� equity 907,875 907,875 1,263,525 1,263,525

Total capitalization $ 2,559,073 $ 2,596,436 $ 2,914,723 $ 3,214,723
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(1) Assumes that the net proceeds from this offering and the proposed private placement of preferred stock are held as cash and not used to
pay a portion of the purchase price of the pending El Paso and Vintage acquisitions until after the completion of the private placement of
senior notes.

(2) If we are unable to complete our proposed $300 million private placement of senior notes, we intend to borrow under our revolving bank
credit facility to finance the remainder of the cost of the El Paso and Vintage acquisitions. As of February 21, 2003, we had approximately
$104 million in principal amount outstanding and approximately $88 million available under our revolving bank credit facility. We expect
that additional funds required to close the pending acquisitions will be made available from discretionary cash flows received prior to the
anticipated closing dates of the pending acquisitions or from other lending sources.

(3) We intend to privately place $300 million of senior notes in February or March 2003. There is no assurance that our proposed senior notes
offering will be completed or completed for the amount contemplated.

(4) The discount is subject to change as the fair value of the related derivative changes.
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PRICE RANGE OF COMMON STOCK

Our common stock is traded on the New York Stock Exchange under the symbol �CHK.� The following table sets forth the range of high and low
sales prices per share of our common stock for each calendar quarter.

Sales Price

High Low

2001:
First Quarter $ 11.06 $ 7.65
Second Quarter $ 9.45 $ 6.20
Third Quarter $ 6.96 $ 4.50
Fourth Quarter $ 7.59 $ 5.26
2002:
First Quarter $ 7.78 $ 5.05
Second Quarter $ 8.55 $ 6.81
Third Quarter $ 7.25 $ 4.50
Fourth Quarter $ 8.06 $ 5.89
2003:
First Quarter (through February 24, 2003) $ 8.64 $ 7.64

On February 24, 2003, the closing sale price of our common stock, as reported by the New York Stock Exchange, was $8.50 per share. On that
date, there were approximately 1,180 holders of record.

DIVIDEND POLICY

On September 20, 2002, our board of directors declared a $0.03 per share dividend on our common stock which was paid in October 2002. On
December 20, 2002, our board of directors declared a $0.03 per share dividend on our common stock which was paid on January 15, 2003. Prior
to the October dividend, we had not paid a dividend on our common stock since 1998. Although we currently intend to continue paying $0.03
per share quarterly dividends, the payment of future cash dividends will depend upon, among other things, our financial condition, funds from
operations, the level of our capital and development expenditures, our future business prospects and any contractual restrictions.

The indentures governing our 8.125% Senior Notes due 2011, our 8.375% Senior Notes due 2008, our 9% Senior Notes due 2012 and our 7.75%
Senior Notes due 2015 contain restrictions on our ability to declare and pay cash dividends. Under those indentures, we may not pay dividends
on our common stock if an event of default has occurred, if we have not met the debt incurrence tests set forth in the indentures or if
immediately after giving effect to the dividend payment, we have paid total dividends and made other restricted payments in excess of the
permitted amount. The credit agreement governing our revolving bank credit facility also contains restrictions on our ability to declare and pay
cash dividends.

The certificate of designation for our 6.75% Cumulative Convertible Preferred Stock prohibits our payment of cash dividends on our common
stock unless we have declared and paid (or set apart for payment) full accumulated dividends on this series of our preferred stock. The certificate
of designation for our proposed new series of preferred stock is expected to contain a similar prohibition.
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MANAGEMENT

Our officers and directors are as follows:

Name Age Position

Aubrey K. McClendon 43 Chairman of the Board, Chief Executive Officer and Director
Tom L. Ward 43 President, Chief Operating Officer and Director
Edgar F. Heizer, Jr 73 Director
Breene M. Kerr 74 Director
Charles T. Maxwell 71 Director
Shannon T. Self 46 Director
Frederick B. Whittemore 72 Director
Marcus C. Rowland 50 Executive Vice President and Chief Financial Officer
Steven C. Dixon 44 Senior Vice President�Production
J. Mark Lester 50 Senior Vice President�Exploration
Henry J. Hood 42 Senior Vice President�Land and Legal
Martha A. Burger 50 Treasurer and Senior Vice President�Human Resources
Thomas L. Winton 56 Senior Vice President�Information Technology and Chief

Information Officer
Douglas J. Jacobson 49 Senior Vice President�Acquisitions and Divestitures
Thomas S. Price, Jr 50 Senior Vice President�Corporate Development
Michael A. Johnson 37 Senior Vice President�Accounting
James C. Johnson 44 President of Chesapeake Energy Marketing, Inc.
Steven W. Miller 46 Senior Vice President�Drilling

Aubrey K. McClendon, age 43, has served as our Chairman of the Board, Chief Executive Officer and a director since co-founding Chesapeake
in 1989. From 1982 to 1989, Mr. McClendon was an independent producer of oil and gas in affiliation with Tom L. Ward, our President and
Chief Operating Officer. Mr. McClendon is a member of the Board of Visitors of the Fuqua School of Business at Duke University. Mr.
McClendon graduated from Duke University in 1981.

Tom L. Ward, age 43, has served as our President, Chief Operating Officer and a director since co-founding Chesapeake in 1989. From 1982 to
1989, Mr. Ward was an independent producer of oil and gas in affiliation with Aubrey K. McClendon, our Chairman and Chief Executive
Officer. Mr. Ward is a member of the Board of Trustees of Anderson University in Anderson, Indiana. Mr. Ward graduated from the University
of Oklahoma in 1981.

Edgar F. Heizer, Jr., age 73, has been a member of our board of directors since 1993. From 1985 to the present, Mr. Heizer has been a private
venture capitalist. He founded Heizer Corporation, a publicly traded business development company, in 1969 and served as Chairman and Chief
Executive Officer from 1969 until 1986, when Heizer Corporation was reorganized into a number of public and private companies. Mr. Heizer
was Assistant Treasurer of the Allstate Insurance Company from 1962 to 1969 in charge of Allstate�s venture capital operations. He was
employed by Booz, Allen and Hamilton from 1958 to 1962, Kidder, Peabody & Co. from 1956 to 1958, and Arthur Andersen & Co. from 1954
to 1956. He serves on the advisory board of the Kellogg School of Management at Northwestern University. Mr. Heizer is a director of Material
Science Corporation, a New York Stock Exchange listed company in Elk Grove, Illinois, Needham & Company, Inc. and several private
companies. Mr. Heizer graduated from Northwestern University in 1951 and from Yale University Law School in 1954.
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Breene M. Kerr, age 74, has been a member of our board of directors since 1993. He is President of Brookside Company, Easton, Maryland. In
1969, Mr. Kerr founded Kerr Consolidated, Inc., which was sold in 1996. In 1969, Mr. Kerr co-founded the Resource Analysis and Management
Group and remained its senior partner until 1982. From 1967 to 1969, he was Vice President of Kerr-McGee Chemical Corporation. From 1951
through 1967, Mr. Kerr worked for Kerr-McGee Corporation as a geologist and land manager. Mr. Kerr has served as chairman of the
Investment Committee for the Massachusetts Institute of Technology and is a life member of the Corporation (Board of Trustees) of that
university. He served as a director of Kerr-McGee Corporation from 1957 to 1981. Mr. Kerr currently is a trustee of the Brookings Institution in
Washington, D.C., and has been an associate director since 1987 of Aven Gas & Oil, Inc., an oil and gas property management company located
in Oklahoma City. Mr. Kerr graduated from the Massachusetts Institute of Technology in 1951.

Charles T. Maxwell, age 71, has been a member of our board of directors since September 2002. From 1999 to the present, Mr. Maxwell has
been the Senior Energy Analyst at Weeden & Co., an institutional research and brokerage firm located in Greenwich, Connecticut. Entering the
oil and natural gas industry in 1957, Mr. Maxwell worked for Mobil Oil Corporation for twelve years in the U.S., Europe, the Middle East and
Africa. In 1968 Mr. Maxwell joined C. J. Lawrence, an institutional research and brokerage firm, as an oil analyst and was ranked by
Institutional Investor magazine as No. 1 in his field in 1972, 1974, 1977, and 1981-1986. He rose to the position of Managing Director of C. J.
Lawrence/Morgan Grenfell and retired from the firm in 1997, several years after it was acquired by Deutsche Bank. In addition, for the last 18
years he has been an active member of an Oxford-based organization comprised of OPEC officials and oil industry executives from 30 countries
who meet twice each year to discuss trends in the energy industry. Mr. Maxwell graduated from Princeton University in 1953 and Oxford
University in 1957.

Shannon T. Self, age 46, has been a member of our board of directors since 1993. He is a shareholder in the law firm of Commercial Law Group,
P.C., formerly Self, Giddens & Lees, Inc., a professional corporation in Oklahoma City which he co-founded. Mr. Self was an associate and
shareholder in the law firm of Hastie and Kirschner, Oklahoma City, from 1984 to 1991 and was employed by Arthur Young & Co. from 1979
to 1980. Mr. Self is a member of the Law Board of Northwestern University School of Law and a director of Piedra Capital, Ltd., a money
management firm in Houston, Texas. Mr. Self is a Certified Public Accountant. He graduated from the University of Oklahoma in 1979 and
from Northwestern University Law School in 1984.

Frederick B. Whittemore, age 72, has been a member of our board of directors since 1993. Mr. Whittemore has been an advisory director of
Morgan Stanley Dean Witter & Co. since 1989 and was a managing director or partner of the predecessor firms of Morgan Stanley Dean Witter
& Co. from 1967 to 1989. He was Vice-Chairman of the American Stock Exchange from 1982 to 1984. Mr. Whittemore is a director of Partner
Reinsurance Company, Bermuda; Maxcor Financial Group Inc., New York; SunLife of New York, New York; KOS Pharmaceuticals, Inc.,
Miami, Florida; and Southern Pacific Petroleum, Australia, NL. Mr. Whittemore graduated from Dartmouth College in 1953 and from the Amos
Tuck School of Business Administration in 1954.

Marcus C. Rowland, age 50, was appointed as our Executive Vice President in 1998 and has been our Chief Financial Officer since 1993. He
served as our Senior Vice President from 1997 to 1998 and as our Vice President�Finance from 1993 until 1997. From 1990 until his association
with Chesapeake, Mr. Rowland was Chief Operating Officer of Anglo-Suisse, L.P. assigned to the White Nights Russian Enterprise, a joint
venture of Anglo-Suisse, L.P. and Phibro Energy Corporation, a major foreign operation which was granted the right to engage in oil and gas
operations in Russia. Prior to his association with White Nights Russian Enterprise, Mr. Rowland owned and managed his own oil and gas
company and prior to that was Chief Financial Officer of a private exploration company in Oklahoma City from 1981 to 1985. Mr. Rowland is a
Certified Public Accountant. He graduated from Wichita State University in 1975.

Steven C. Dixon, age 44, has been our Senior Vice President�Production since 1995 and served as our Vice President�Exploration from 1991 to
1995. Mr. Dixon was a self-employed geological consultant in Wichita, Kansas from 1983 through 1990. He was employed by Beren
Corporation in Wichita, Kansas from 1980 to 1983 as a geologist. Mr. Dixon graduated from the University of Kansas in 1980.
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J. Mark Lester, age 50, has been our Senior Vice President�Exploration since 1995 and served as our Vice President�Exploration from 1989 to
1995. From 1986 to 1989, Mr. Lester was self-employed and acted as a consultant to Messrs. McClendon and Ward. He was employed by
various independent oil companies in Oklahoma City from 1980 to 1986, and was employed by Union Oil Company of California from 1977 to
1980 as a geophysicist. Mr. Lester graduated from Purdue University in 1975 with a B.S. in Engineering Geology and in 1977 with an M.S. in
Geophysics.

Henry J. Hood, age 42, was appointed as our Senior Vice President�Land and Legal in 1997 and served as our Vice President�Land and Legal
from 1995 to 1997. We retained Mr. Hood as a consultant during the two years prior to his joining Chesapeake, and he was associated with the
law firm of White, Coffey, Galt & Fite from 1992 to 1995. Mr. Hood was associated with or a partner of the law firm of Watson & McKenzie
from 1987 to 1992. Mr. Hood is a member of the Oklahoma and Texas Bar Associations. Mr. Hood graduated from Duke University in 1982 and
from the University of Oklahoma College of Law in 1985.

Martha A. Burger, age 50, has served as our Treasurer since 1995 and as our Senior Vice President�Human Resources since March 2000. She
was our Vice President�Human Resources from 1998 until 2000, our Human Resources Manager from 1996 to 1998 and our Corporate Secretary
from November 1999 until 2000. From 1994 to 1995, she served in various accounting positions with Chesapeake including Assistant
Controller�Operations. From 1989 to 1993, Ms. Burger was employed by Hadson Corporation as Assistant Treasurer and from 1993 to 1994
served as Vice President and Controller of Hadson Corporation. Prior to joining Hadson Corporation, Ms. Burger was employed by The Phoenix
Resource Companies, Inc. as Assistant Treasurer and by Arthur Andersen & Co. Ms. Burger is a Certified Public Accountant. She graduated
from the University of Central Oklahoma in 1982 and from Oklahoma City University in 1992.

Thomas L. Winton, age 56, has served as our Senior Vice President�Information Technology and Chief Information Officer since 1998. From
1985 until his association with Chesapeake, Mr. Winton served as the Director, Information Services Department, at Union Pacific Resources
Company. Prior to that period Mr. Winton held the positions of Regional Manager�Information Services from 1984 until 1985 and
Manager�Technical Applications Planning and Development from 1980 until 1984 with UPRC. Mr. Winton also served as an analyst and
supervisor in the Operations Research Division, Conoco Inc., from 1973 until 1980. Mr. Winton graduated from Oklahoma Christian University
in 1969, Creighton University in 1973 and the University of Houston in 1980. Mr. Winton also completed the Tuck Executive Program, Amos
Tuck School of Business, Dartmouth College in 1987.

Douglas J. Jacobson, age 49, has served as our Senior Vice President�Acquisitions and Divestitures since 1999. Prior to joining Chesapeake, Mr.
Jacobson was employed by Samson Investment Company from 1980 until 1999, where he served as Senior Vice President�Project Development
and Marketing from 1996 until 1999. Prior to joining Samson, Mr. Jacobson was employed by Peat, Marwick, Mitchell & Co. Mr. Jacobson has
served on various Oklahoma legislative commissions which have addressed issues in the oil and gas industry, including the Commission of Oil
and Gas Production Practices and the Natural Gas Policy Commission. Mr. Jacobson is a Certified Public Accountant. He graduated from John
Brown University in 1976 and from the University of Arkansas in 1977.

Thomas S. Price, Jr., age 50, has served as our Senior Vice President�Corporate Development since March 2000. Mr. Price previously served as
our Vice President�Corporate Development from 1992 to 2000 and was a consultant to Chesapeake during the prior two years. He was employed
by Kerr-McGee Corporation, Oklahoma City, from 1988 to 1990 and by Flag-Redfern Oil Company from 1984 to 1988. Mr. Price is Vice
Chairman of the Mid-Continent Oil and Gas Association and a member of the Petroleum Investor Relations Association and the National
Investor Relations Institute. Mr. Price graduated from the University of Central Oklahoma in 1983, from the University of Oklahoma in 1989
and from the American Graduate School of International Management in 1992.
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Michael A. Johnson, age 37, has served as our Senior Vice President�Accounting, Controller and Chief Accounting Officer since March 2000. He
served as our Vice President of Accounting and Financial Reporting from 1998 to 2000 and as our Assistant Controller from 1993 to 1998. From
1991 to 1993, Mr. Johnson served as Project Manager for Phibro Energy Production, Inc., a Russian joint venture. From 1987 to 1991 he served
as audit manager for Arthur Andersen & Co. Mr. Johnson is a Certified Public Accountant. He graduated from the University of Texas at Austin
in 1987.

James C. Johnson, age 44, has served as President of Chesapeake Energy Marketing, Inc., a wholly-owned subsidiary of ours, since 2000. He
previously served as Vice President�Contract Administration from 1997 to 2000 and as our Manager�Contract Administration from 1996 to 1997.
From 1980 to 1996, Mr. Johnson held various gas marketing and land positions with Enogex, Inc., Delhi Gas Pipeline Corporation, TXO
Production Corp. and Gulf Oil Corporation. Mr. Johnson is a member of the Natural Gas Association of Oklahoma and graduated from the
University of Oklahoma in 1980.

Steven W. Miller, age 46, has served as our Senior Vice President�Drilling after serving as our Vice President�Drilling since 1996 and served as
our District Manager�College Station District from 1994 to 1996. Mr. Miller held various engineering positions in the oil and gas industry from
1980 to 1993. Mr. Miller is a registered Professional Engineer in Texas, is a member of the Society of Petroleum Engineers and graduated from
Texas A & M University in 1980.
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MATERIAL U.S. FEDERAL TAX CONSEQUENCES TO NON-U.S. HOLDERS

General

The following is a general discussion of the material U.S. federal income and estate tax consequences of the ownership and disposition of
common stock that may be relevant to you if you are a non-U.S. Holder. In general, a �non-U.S. Holder� is a beneficial owner of common stock
that is, for U.S. federal income tax purposes, a foreign corporation, a nonresident alien individual, a foreign partnership or a foreign estate or
trust. This discussion is based on current law, which is subject to change, possibly with retroactive effect, or different interpretations. This
discussion is limited to non-U.S. Holders who hold shares of common stock as capital assets. Moreover, this discussion is for general
information only and does not address all the tax consequences that may be relevant to you in light of your personal circumstances, nor does it
discuss special tax provisions, which may apply to you if you relinquished U.S. citizenship or residence.

If you are an individual, you may, in many cases, be deemed to be a resident alien, as opposed to a nonresident alien, by virtue of being present
in the United States for at least 31 days in the calendar year and for an aggregate of at least 183 days during a three-year period ending in the
current calendar year. For these purposes all the days present in the current year, one-third of the days present in the immediately preceding year,
and one-sixth of the days present in the second preceding year are counted. Resident aliens are subject to U.S. federal income tax as if they were
U.S. citizens.

EACH PROSPECTIVE PURCHASER OF COMMON STOCK IS ADVISED TO CONSULT A TAX ADVISOR WITH RESPECT TO
CURRENT AND POSSIBLE FUTURE TAX CONSEQUENCES OF PURCHASING, OWNING AND DISPOSING OF OUR COMMON
STOCK AS WELL AS ANY TAX CONSEQUENCES THAT MAY ARISE UNDER THE LAWS OF ANY UNITED STATES STATE,
MUNICIPALITY OR OTHER TAXING JURISDICTION.

Dividends

If dividends are paid, as a non-U.S. Holder, you will be subject to withholding of U.S. federal income tax at a 30% rate or a lower rate as may be
specified by an applicable income tax treaty. To claim the benefit of a lower rate under an income tax treaty, you must properly file with the
payor an Internal Revenue Service Form W-8BEN, or successor form, claiming an exemption from or reduction in withholding under the
applicable tax treaty. In addition, where dividends are paid to a non-U.S. Holder that is a partnership or other pass through entity, persons
holding an interest in the entity may need to provide certification claiming an exemption or reduction in withholding under the applicable treaty.

If dividends are considered effectively connected with the conduct of a trade or business by you within the United States and, where a tax treaty
applies, are attributable to a U.S. permanent establishment of yours, those dividends will not be subject to withholding tax, but instead will be
subject to U.S. federal income tax on a net basis at applicable graduated individual or corporate rates, provided an Internal Revenue Service
Form W-8ECI, or successor form, is filed with the payor. If you are a foreign corporation, any effectively connected dividends may, under
certain circumstances, be subject to an additional �branch profits tax� at a rate of 30% or a lower rate as may be specified by an applicable income
tax treaty.
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You must comply with the certification procedures described above, or, in the case of payments made outside the United States with respect to
an offshore account, with certain documentary evidence procedures, directly or under certain circumstances through an intermediary, to obtain
the benefits of a reduced rate under an income tax treaty with respect to dividends paid with respect to your common stock. In addition, if you
are required to provide an Internal Revenue Service Form W-8ECI or successor form, as discussed above, you must also provide your taxpayer
identification number.

If you are eligible for a reduced rate of U.S. withholding tax pursuant to an income tax treaty, you may obtain a refund of any excess amounts
withheld by filing an appropriate claim for refund with the Internal Revenue Service.
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Gain on Disposition of Common Stock

As a non-U.S. Holder, you generally will not be subject to U.S. federal income tax on any gain recognized on the sale or other disposition of
common stock unless:

� the gain is considered effectively connected with the conduct of a trade or business by you within the United States and,
where a tax treaty applies, is attributable to a U.S. permanent establishment of yours (and, in which case, if you are a
foreign corporation, you may be subject to an additional branch profits tax equal to 30% or a lower rate as may be specified
by an applicable income tax treaty).

� you are an individual who holds the common stock as a capital asset and are present in the United States for 183 or more days in the
taxable year of the sale or other disposition and other conditions are met; or

� we are or have been a �United States real property holding corporation,� or a USRPHC, for U.S. federal income tax purposes. We
believe that we currently are a USRPHC. However, gain on the sale or other disposition of common stock by you generally will not be
subject to U.S. federal income tax provided you do not actually or constructively own more than 5% of the common stock during the
five-year period preceding the disposition.

Federal Estate Tax

If you are an individual, common stock held at the time of your death will be included in your gross estate for U.S. federal estate tax purposes,
and may be subject to U.S. federal estate tax, unless an applicable estate tax treaty provides otherwise.

Information Reporting and Backup Withholding Tax

We must report annually to the Internal Revenue Service and to each of you the amount of dividends paid to you and the tax withheld with
respect to those dividends, regardless of whether withholding was required. Copies of the information returns reporting those dividends and
withholding may also be made available to the tax authorities in the country in which you reside under the provisions of an applicable income
tax treaty or other applicable agreements.

Backup withholding is generally imposed on certain payments to persons that fail to furnish the necessary identifying information to the payor.
You generally will be subject to backup withholding tax with respect to dividends paid on your common stock unless you certify your non-U.S.
status.

The payment of proceeds of a sale of common stock effected by or through a U.S. office of a broker is subject to both backup withholding and
information reporting unless you provide the payor with your name and address and you certify your non-U.S. status or you otherwise establish
an exemption. In general, backup withholding and information reporting will not apply to the payment of the proceeds of a sale of common
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stock by or through a foreign office of a broker. If, however, such broker is, for United States federal income tax purposes, a U.S. person, a
controlled foreign corporation, a foreign person that derives 50% or more of its gross income for certain periods from the conduct of a trade or
business in the U.S., or, a foreign partnership that at any time during its tax year either is engaged in the conduct of a trade or business in the
United States or has as partners one or more U.S. persons that, in the aggregate, hold more than 50% of the income or capital interest in the
partnership, such payments will be subject to information reporting, but not backup withholding, unless such broker has documentary evidence
in its records that you are a non-U.S. Holder and certain other conditions are met or you otherwise establish an exemption.

Any amounts withheld under the backup withholding rules generally will be allowed as a refund or a credit against your U.S. federal income tax
liability provided the required information is furnished in a timely manner to the Internal Revenue Service.
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UNDERWRITING

Under the terms and subject to the conditions contained in an underwriting agreement dated February     , 2003, we have agreed to sell to the
underwriters named below, for whom Credit Suisse First Boston LLC, Morgan Stanley & Co. Incorporated and Salomon Smith Barney Inc. are
acting as representatives, the following respective numbers of shares of common stock:

Underwriter

Number

of Shares

Credit Suisse First Boston LLC
Morgan Stanley & Co. Incorporated
Salomon Smith Barney Inc
Bear, Stearns & Co. Inc
Lehman Brothers Inc
CIBC World Markets Corp
Johnson Rice & Company L.L.C
RBC Dain Rauscher Inc.
Simmons & Company International

Total 20,000,000

The underwriting agreement provides that the underwriters are obligated to purchase all the shares of common stock in the offering if any are
purchased, other than those shares covered by the over-allotment option described below. The underwriting agreement also provides that if an
underwriter defaults, the purchase commitments of non-defaulting underwriters may be increased or the offering may be terminated.

We have granted to the underwriters a 30-day option to purchase on a pro rata basis up to 3,000,000 additional shares at the initial public
offering price less the underwriting discounts and commissions. The option may be exercised only to cover any over-allotments of common
stock.

The underwriters propose to offer the shares of common stock initially at the public offering price on the cover page of this prospectus
supplement and to selling group members at that price less a selling concession of $             per share. The underwriters and selling group
members may allow a discount of $             per share on sales to other broker/dealers. After the initial public offering, the representatives may
change the public offering price and concession and discount to broker/dealers.

The following table summarizes the compensation and estimated expenses we will pay:

Per Share Total

Without With Without With
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Over-allotment Over-allotment Over-allotment Over-allotment

Underwriting Discounts and Commissions paid by us $ $ $ $

Expenses payable by us $ $ $ $

We have agreed that we will not offer, sell, contract to sell, pledge or otherwise dispose of, directly or indirectly, or file with the Securities and
Exchange Commission a registration statement under the Securities Act relating to, any shares of our common stock or securities convertible
into or exchangeable or exercisable for any shares of our common stock, or publicly disclose the intention to make any offer, sale, pledge,
disposition or filing, without the prior written consent of each of Credit Suisse First Boston LLC, Morgan Stanley & Co. Incorporated and
Salomon Smith Barney Inc. for a period of 90 days after the date of this prospectus supplement, except for grants of options to purchase shares
of common stock under plans existing on the date of this prospectus supplement, for issuances of shares of common stock pursuant to the
exercise of employee stock
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options, preferred stock or warrants outstanding on the date of this prospectus supplement, and for the proposed private placement of preferred
stock.

Our executive officers and directors have agreed that they will not offer, sell, contract to sell, pledge or otherwise dispose of, directly or
indirectly, any shares of our common stock or securities convertible into or exchangeable or exercisable for any shares of our common stock,
enter into a transaction that would have the same effect, or enter into any swap, hedge or other arrangement that transfers, in whole or in part,
any of the economic consequences of ownership of our common stock, whether any of these transactions are to be settled by delivery of our
common stock or other securities, in cash or otherwise, or publicly disclose the intention to make any offer, sale, pledge or disposition, or to
enter into any transaction, swap, hedge or other arrangement, without, in each case, the prior written consent of each of Credit Suisse First
Boston LLC, Morgan Stanley & Co. Incorporated and Salomon Smith Barney Inc. for a period of 90 days after the date of this prospectus
supplement.

We have agreed to indemnify the underwriters against liabilities under the Securities Act, or contribute to payments that the underwriters may be
required to make in that respect.

The shares of common stock are expected to be approved for listing on The New York Stock Exchange subject to official notice of issuance,
under the symbol �CHK�.

In the ordinary course of business, certain of the underwriters and their affiliates have provided and may in the future provide financial advisory,
investment banking and general financing and banking services for us and our affiliates for customary fees. Affiliates of Credit Suisse First
Boston LLC and Bear, Stearns & Co. Inc. are lenders under our revolving bank credit facility and will receive a portion of the net proceeds from
this offering. Frederick B. Whittemore, a member of our board of directors, is an advisory director of Morgan Stanley Dean Witter & Co., an
affiliate of Morgan Stanley & Co. Incorporated.

In connection with the offering the underwriters may engage in stabilizing transactions, over-allotment transactions, syndicate covering
transactions and penalty bids in accordance with Regulation M under the Exchange Act.

� Stabilizing transactions permit bids to purchase the underlying security so long as the stabilizing bids do not exceed a specified
maximum.

� Over-allotment involves sales by the underwriters of shares in excess of the number of shares the underwriters are obligated to
purchase, which creates a syndicate short position. The short position may be either a covered short position or a naked short position.
In a covered short position, the number of shares over-allotted by the underwriters is not greater than the number of shares that they
may purchase in the over-allotment option. In a naked short position, the number of shares involved is greater than the number of
shares in the over-allotment option. The underwriters may close out any covered short position by either exercising their
over-allotment option and/or purchasing shares in the open market.

� Syndicate covering transactions involve purchases of the common stock in the open market after the distribution has been completed
in order to cover syndicate short positions. In determining the source of shares to close out the short position, the underwriters will
consider, among other things, the price of shares available for purchase in the open market as compared to the price at which they may
purchase shares through the over-allotment option. If the underwriters sell more shares than could be covered by the over-allotment
option, a naked short position, the position can only be closed out by buying shares in the open market. A naked short position is more
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likely to be created if the underwriters are concerned that there could be downward pressure on the price of the shares in the open
market after pricing that could adversely affect investors who purchase in the offering.

� Penalty bids permit the representatives to reclaim a selling concession from a syndicate member when the common stock originally
sold by the syndicate member is purchased in a stabilizing or syndicate covering transaction to cover syndicate short positions.
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These stabilizing transactions, syndicate covering transactions and penalty bids may have the effect of raising or maintaining the market price of
our common stock or preventing or retarding a decline in the market price of the common stock. As a result the price of our common stock may
be higher than the price that might otherwise exist in the open market. These transactions may be effected on the New York Stock Exchange or
otherwise, and if commenced, may be discontinued at any time.

A prospectus in electronic format may be made available on the web sites maintained by one or more of the underwriters or selling group
members, if any, participating in this offering. The representatives may agree to allocate a number of shares to underwriters and selling group
members for sale to their online brokerage account holders. Internet distributions will be allocated by the underwriters and selling group
members that will make internet distributions on the same basis as other allocations.

NOTICE TO CANADIAN RESIDENTS

Resale Restrictions

The distribution of the common stock in Canada is being made only on a private placement basis exempt from the requirement that we prepare
and file a prospectus with the securities regulatory authorities in each province where trades of common stock are made. Any resale of the
common stock in Canada must be made under applicable securities laws which will vary depending on the relevant jurisdiction, and which may
require resales to be made under available statutory exemptions or under a discretionary exemption granted by the applicable Canadian securities
regulatory authority. Purchasers are advised to seek legal advice prior to any resale of the common stock.

Representations of Purchasers

By purchasing common stock in Canada and accepting a purchase confirmation, a purchaser is representing to us and the dealer from whom the
purchase confirmation is received that

(i)    the purchaser is entitled under applicable provincial securities laws to purchase the common stock without the benefit of a prospectus
qualified under those securities laws;

(ii)   where required by law, that the purchaser is purchasing as principal and not as agent; and

(iii)  the purchaser has reviewed the text above under Resale Restrictions.

Rights of Action � Ontario Purchasers Only

Edgar Filing: CHESAPEAKE ENERGY CORP - Form 424B5

Table of Contents 50



Under Ontario securities legislation, a purchaser who purchases a security offered by this circular during the period of distribution will have a
statutory right of action for damages, or while still the owner of the common stock, for rescission against us in the event that this circular
contains a misrepresentation. A purchaser will be deemed to have relied on the misrepresentation. The right of action for damages is exercisable
not later than the earlier of 180 days from the date the purchaser first had knowledge of the facts giving rise to the cause of action and three years
from the date on which payment is made for the common stock. The right of action for rescission is exercisable not later than 180 days from the
date on which payment is made for the common stock. If a purchaser elects to exercise the right of action for rescission, the purchaser will have
no right of action for damages against us. In no case will the amount recoverable in any action exceed the price at which the common stock was
offered to the purchaser and if the purchaser is shown to have purchased the securities with knowledge of the misrepresentation, we will have no
liability. In the case of an action for damages, we will not be liable for all or any portion of the damages that are proven to not represent the
depreciation in value of the common stock as a result of the misrepresentation relied upon. These rights are in addition to, and without
derogation from, any other rights or remedies available at law to an Ontario purchaser. The foregoing is a summary of the rights available to an
Ontario purchaser. Ontario purchasers should refer to the complete text of the relevant statutory provisions.
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Enforcement of Legal Rights

All of our directors and officers as well as the experts named herein may be located outside of Canada and, as a result, it may not be possible for
Canadian purchasers to effect service of process within Canada upon the issuer or such persons. All or a substantial portion of the assets of the
issuer and such persons may be located outside of Canada and, as a result, it may not be possible to satisfy a judgment against the issuer or such
persons in Canada or to enforce a judgment obtained in Canadian courts against such issuer or persons outside of Canada.

Taxation and Eligibility for Investment

Canadian purchasers of common stock should consult their own legal and tax advisors with respect to the tax consequences of an investment in
the common stock in their particular circumstances and about the eligibility of the common stock for investment by the purchaser under relevant
Canadian legislation.

Relationship with Affiliates of Certain Underwriters

We are in compliance with the terms of the indebtedness owed by us to affiliates of Credit Suisse First Boston LLC and Bear, Stearns & Co. Inc.
The decision of Credit Suisse First Boston LLC and Bear, Stearns & Co. Inc. to distribute the common stock was not influenced by their
respective affiliates that are our lenders and those affiliates had no involvement in determining whether or when to distribute our common stock
under this offering or the terms of this offering. Credit Suisse First Boston LLC and Bear, Stearns & Co. Inc. will not receive any benefit from
this offering other than the underwriting discounts and commissions paid by us.

LEGAL MATTERS

The validity of the issuance of the common stock offered by this prospectus supplement will be passed upon for us by Commercial Law Group,
P.C. Certain other legal matters will be passed upon for us by Vinson & Elkins L.L.P., Houston, Texas. The underwriters are being represented
by Cravath, Swaine & Moore, New York, New York. Vinson & Elkins L.L.P. and Cravath, Swaine & Moore will rely upon Commercial Law
Group, P.C. as to all matters of Oklahoma law. Shannon T. Self, a shareholder in Commercial Law Group, P.C., is a director of Chesapeake. He
owns 49,326 shares of our common stock.
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Prospectus

$500,000,000

Chesapeake Energy Corporation

Debt Securities

Common Stock

Guarantees of Debt Securities of Chesapeake Energy Corporation by:

The Ames Company, Inc.

Carmen Acquisition Corp.

Chesapeake Acquisition Corporation

Chesapeake Energy Louisiana Corporation

Chesapeake Exploration Limited Partnership

Chesapeake Louisiana, L.P.

Chesapeake Operating, Inc.

Chesapeake Panhandle Limited Partnership

Chesapeake Royalty Company

Gothic Energy Corporation

Gothic Production Corporation

Nomac Drilling Corporation

Chesapeake Mountain Front Corp.
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Sap Acquisition Corp.

Chesapeake-Staghorn Acquisition L.P.

Chesapeake KNAN Acquisition Corporation

Chesapeake Alpha Corp.

Chesapeake Beta Corp.

Chesapeake Delta Corp.

Chesapeake Focus Corp.

Chesapeake Sigma, L.P.

We may from time to time offer and sell common stock and debt securities that will be fully, irrevocably and unconditionally guaranteed by
certain of our subsidiaries, The Ames Company, Inc., Carmen Acquisition Corp., Chesapeake Acquisition Corporation, Chesapeake Energy
Louisiana Corporation, Chesapeake Exploration Limited Partnership, Chesapeake Louisiana, L.P., Chesapeake Operating, Inc., Chesapeake
Panhandle Limited Partnership, Chesapeake Royalty Company, Gothic Energy Corporation, Gothic Production Corporation, Nomac Drilling
Corporation, Chesapeake Mountain Front Corp., Sap Acquisition Corp., Chesapeake-Staghorn Acquisition L.P., Chesapeake KNAN Acquisition
Corporation, Chesapeake Alpha Corp., Chesapeake Beta Corp., Chesapeake Delta Corp., Chesapeake Focus Corp. and Chesapeake Sigma, L.P.

This prospectus provides you with a general description of the securities that may be offered. Each time securities are sold, we will provide one
or more supplements to this prospectus that will contain additional information about the specific offering and the terms of the securities being
offered. The supplements may also add, update or change information contained in this prospectus. You should carefully read this prospectus
and any accompanying prospectus supplement before you invest in any of our securities.

Our common stock is listed for trading on the New York Stock Exchange under the symbol �CHK.� Our executive offices are located at 6100
North Western Avenue, Oklahoma City, Oklahoma 73118, and our telephone number is (405) 848-8000.

Investing in our securities involves risks. Please read carefully the section entitled � Risk Factors� beginning on page 2 of this
prospectus.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The date of this prospectus is August 1, 2002.
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You should rely only on the information included or incorporated by reference in this prospectus and any accompanying prospectus supplement.
We have not authorized any dealer, salesman or other person to provide you with additional or different information. This prospectus and any
accompanying prospectus supplement are not an offer to sell or the solicitation of an offer to buy any securities other than the securities to which
they relate and are not an offer to sell or the solicitation of an offer to buy securities in any jurisdiction to any person to whom it is unlawful to
make an offer or solicitation in that jurisdiction. You should not assume that the information in this prospectus or any accompanying prospectus
supplement or in any document incorporated by reference in this prospectus or any accompanying prospectus supplement is accurate as of any
date other than the date of the document containing the information.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement on Form S-3 that we filed with the Securities and Exchange Commission, which we refer to as
the �SEC,� using a �shelf� registration process. Under this shelf process, we may, over time, sell any combination of the securities described in this
prospectus in one or more offerings up to a total dollar amount of $500 million. This prospectus provides you with a general description of the
securities we may offer pursuant to this prospectus. Each time we sell securities, we will provide one or more prospectus supplements that will
contain specific information about the terms of that offering. This prospectus does not contain all of the information included in the registration
statement. For a complete understanding of the offering of securities, you should refer to the registration statement relating to this prospectus,
including its exhibits. A prospectus supplement may also add, update or change information contained in this prospectus. You should read both
this prospectus and any accompanying prospectus supplement together with the additional information described under the heading �Where You
Can Find More Information.�

ABOUT CHESAPEAKE ENERGY CORPORATION

We are among the ten largest independent natural gas producers in the United States. We own interests in approximately 8,800 producing oil and
gas wells with what we believe to be approximately 1.9 trillion cubic feet of gas equivalent of proved reserves in the United States as of March
31, 2002 (using oil and gas prices of $26.32 per barrel of oil and $3.19 per thousand cubic feet, or mcf, of gas). Approximately 90% of our
reserves are natural gas. Our primary operating area is the Mid-Continent region of the United States, which includes Oklahoma, western
Arkansas, southwestern Kansas and the Texas Panhandle and in which 85% of our reserves are located. We have smaller operations in the Deep
Giddings field in Texas, the Permian Basin region of southeastern New Mexico and the Williston Basin of North Dakota and Montana.

Unless the context requires otherwise or unless otherwise noted, all references in this prospectus or any accompanying prospectus supplement to
�Chesapeake,� �we,� �us� or �our� are to Chesapeake Energy Corporation and its subsidiaries.

ABOUT THE SUBSIDIARY GUARANTORS

The Ames Company, Inc., Carmen Acquisition Corp., Chesapeake Acquisition Corporation, Chesapeake Energy Louisiana Corporation,
Chesapeake Exploration Limited Partnership, Chesapeake Louisiana, L.P., Chesapeake Operating, Inc., Chesapeake Panhandle Limited
Partnership, Chesapeake Royalty Company, Gothic Energy Corporation, Gothic Production Corporation, Nomac Drilling Corporation,
Chesapeake Mountain Front Corp., Sap Acquisition Corp., Chesapeake-Staghorn Acquisition L.P., Chesapeake KNAN Acquisition Corporation,
Chesapeake Alpha Corp., Chesapeake Beta Corp., Chesapeake Delta Corp., Chesapeake Focus Corp. and Chesapeake Sigma, L.P. constitute
substantially all of our subsidiaries as of the date of this prospectus other than Chesapeake Energy Marketing, Inc. and, unless otherwise
indicated in an accompanying prospectus supplement, each will jointly and severally, fully, irrevocably and unconditionally guarantee our
payment obligations under any series of debt securities offered by this prospectus. We refer to these subsidiaries guarantors in this prospectus as
the �Subsidiary Guarantors.� Financial information concerning our Subsidiary Guarantors and non-guarantor subsidiaries will be included in our
consolidated financial statements filed as a part of our periodic reports filed pursuant to the Securities Exchange Act of 1934, as amended, to the
extent required by the rules and regulations of the SEC.

1
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RISK FACTORS

Your investment in our securities will involve risks. You should carefully consider, in addition to the other information contained in, or
incorporated by reference into, this prospectus and any accompanying prospectus supplement, the risks described below before deciding whether
an investment in our securities is appropriate for you.

Risks Related to Our Business

Oil and gas prices are volatile. A decline in prices could adversely affect our financial results, cash flows, access to capital and ability to grow.

Our revenues, operating results, profitability, future rate of growth and the carrying value of our oil and gas properties depend primarily upon the
prices we receive for our oil and gas. Prices also affect the amount of cash flow available for capital expenditures and our ability to borrow
money or raise additional capital. The amount we can borrow from banks is subject to semi-annual redeterminations based on prices specified by
our bank group at the time of redetermination. In addition, we may have ceiling test writedowns in the future if prices fall significantly below the
prices at December 31, 2001.

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

� worldwide and domestic supplies of oil and gas;

� weather conditions;

� the level of consumer demand;

� the price and availability of alternative fuels;

� risks associated with owning and operating drilling rigs;

� the availability of pipeline capacity;

� the price and level of foreign imports;

� domestic and foreign governmental regulations and taxes;
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� the ability of the members of the Organization of Petroleum Exporting Countries to agree to and maintain oil price and production
controls;

� political instability or armed conflict in oil-producing regions; and

� the overall economic environment.

These factors and the volatility of the energy markets make it extremely difficult to predict future oil and gas price movements with any
certainty. Declines in oil and gas prices would not only reduce revenue, but could reduce the amount of oil and gas that we can produce
economically and, as a result, could have a material adverse effect on our financial condition, results of operations and reserves. Further, oil and
gas prices do not necessarily move in tandem. Because approximately 90% of our proved reserves are currently natural gas reserves, we are
more affected by movements in natural gas prices.

Our level of indebtedness may adversely affect operations, and we may have difficulty repaying long-term indebtedness as it matures.

As of March 31, 2002, we had long-term indebtedness of $1.3 billion, which included no bank indebtedness. Our long-term indebtedness
represented 65% of our total book capitalization at March 31, 2002.

2

Edgar Filing: CHESAPEAKE ENERGY CORP - Form 424B5

Table of Contents 59



Table of Contents

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

� a significant portion of our cash flows must be used to service our indebtedness; for example, for the three months ended March 31,
2002, interest (including capitalized interest) on our borrowings was $27.0 million and equaled approximately 24% of EBITDA. As a
result, our business may not generate sufficient cash flows from operations to enable us to continue to meet our obligations under our
indentures;

� a high level of debt increases our vulnerability to general adverse economic and industry conditions;

� the covenants contained in the agreements governing our outstanding indebtedness limit our ability to borrow additional funds, dispose
of assets, pay dividends and make certain investments;

� our debt covenants may also affect our flexibility in planning for, and reacting to, changes in the economy and in our industry; and

� a high level of debt may impair our ability to obtain additional financing in the future for working capital, capital expenditures,
acquisitions, general corporate or other purposes.

We may incur additional debt, including significant secured indebtedness, in order to make future acquisitions or to develop our properties. A
higher level of indebtedness increases the risk that we may default on our debt obligations. Our ability to meet our debt obligations and to reduce
our level of indebtedness depends on our future performance. General economic conditions, oil and gas prices and financial, business and other
factors affect our operations and our future performance. Many of these factors are beyond our control. We may not be able to generate
sufficient cash flow to pay the interest on our debt and future working capital, borrowings or equity financing may not be available to pay or
refinance such debt. Factors that will affect our ability to raise cash through an offering of our capital stock or a refinancing of our debt include
financial market conditions, the value of our assets and our performance at the time we need capital.

In addition, our bank borrowing base is subject to annual redeterminations. We could be forced to repay a portion of our bank borrowings due to
redeterminations of our borrowing base. If we are forced to do so, we may not have sufficient funds to make such repayments. If we do not have
sufficient funds and are otherwise unable to negotiate renewals of our borrowings or arrange new financing, we may have to sell significant
assets. Any such sale could have a material adverse effect on our business and financial results.

Our industry is extremely competitive.

The energy industry is extremely competitive. This is especially true with regard to exploration for, and development and production of, new
sources of oil and natural gas. As an independent producer of oil and natural gas, we frequently compete against companies that are larger and
financially stronger in acquiring properties suitable for exploration, in contracting for drilling equipment and other services and in securing
trained personnel.

Our commodity price risk management activities may reduce the realized prices received for our oil and gas sales.
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In order to manage our exposure to price volatility in marketing our oil and gas, we enter into oil and gas price risk management arrangements
for a portion of our expected production. These transactions are limited in life. While intended to reduce the effects of volatile oil and gas prices,
commodity price risk management transactions may limit the prices we actually realize and we may experience reductions to oil and gas
revenues from our commodity price risk management activities in the future. In addition, our commodity price risk management transactions
may expose us to the risk of financial loss in certain circumstances, including instances in which:

� our production is less than expected;

3
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� there is a widening of price differentials between delivery points for our production and the delivery point assumed in the hedge
arrangement; or

� the counterparties to our contracts fail to perform under the contracts.

Some of our commodity price risk management arrangements require us to deliver cash collateral or other assurances of performance to the
counterparties in the event that our payment obligations with respect to our commodity price risk management transactions exceed certain levels.
As of March 31, 2002, we were required to post $20.0 million of collateral. Future collateral requirements are uncertain and will depend on
arrangements with our counterparties and highly volatile natural gas and oil prices.

Estimates of oil and gas reserves are uncertain and inherently imprecise.

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

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

At December 31, 2001 approximately 29% by volume of our estimated proved reserves were undeveloped. Recovery of undeveloped reserves
requires significant capital expenditures and successful drilling operations. The estimates of these reserves include the assumption that we will
make significant capital expenditures to develop the reserves, including $224 million in 2002. Although we have prepared estimates of our oil
and gas reserves and the costs associated with these reserves in accordance with industry standards, the estimated costs may not be accurate,
development may not occur as scheduled and results may not be as estimated.

You should not assume that the present values referred to in the documents incorporated by reference into this prospectus represent the current
market value of our estimated oil and gas reserves. In accordance with SEC requirements, the estimates of our present values are based on prices
and costs as of the date of the estimates. The December 31, 2001 present value is based on weighted average wellhead oil and gas prices of
$18.82 per barrel of oil and $2.51 per mcf of natural gas. Actual future prices and costs may be materially higher or lower than the prices and
costs as of the date of an estimate. A change in price of $0.10 per mcf and $1.00 per barrel would result in a change in our December 31, 2001
present value of proved reserves of approximately $82 million and $16 million, respectively.

Any changes in consumption by oil and gas purchasers or in governmental regulations or taxation will also affect actual future net cash flows.
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The timing of both the production and the expenses from the development and production of oil and gas properties will affect both the timing of
actual future net cash flows from our proved reserves and their present value. In addition, the 10% discount factor, which is required by the SEC
to be used in calculating discounted future net cash flows for reporting purposes, is not necessarily the most accurate discount factor. The
effective interest rate at various times and the risks associated with our business or the oil and gas industry in general will affect the accuracy of
the 10% discount factor.
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If we do not make significant capital expenditures, we may not be able to replace reserves.

Our exploration, development and acquisition activities require substantial capital expenditures. Historically, we have funded our capital
expenditures through a combination of cash flows from operations, our bank credit facility and debt and equity issuances. Future cash flows are
subject to a number of variables, such as the level of production from existing wells, prices of oil and gas, and our success in developing and
producing new reserves. If revenue were to decrease as a result of lower oil and gas prices or decreased production, and our access to capital
were limited, we would have a reduced ability to replace our reserves. If our cash flow from operations is not sufficient to fund our capital
expenditure budget, there can be no assurance that additional bank debt, debt or equity issuances or other methods of financing will be available
to meet these requirements.

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

Our future success depends largely upon our ability to find, develop or acquire additional oil and gas reserves that are economically recoverable.
Unless we replace the reserves we produce through successful development, exploration or acquisition, our proved reserves will decline over
time. Recovery of such reserves will require significant capital expenditures and successful drilling operations. We cannot assure you that we
can successfully find and produce reserves economically in the future. In addition, we may not be able to acquire proved reserves at acceptable
costs.

Acquisitions are subject to the uncertainties of evaluating recoverable reserves and potential liabilities.

Our recent growth is due in part to acquisitions of exploration and production companies and producing properties. We expect acquisitions will
also contribute to our future growth. Successful acquisitions require an assessment of a number of factors, many of which are beyond our
control. These factors include recoverable reserves, exploration potential, future oil and gas prices, operating costs and potential environmental
and other liabilities. Such assessments are inexact and their accuracy is inherently uncertain. In connection with our assessments, we perform a
review of the acquired properties, which we believe is generally consistent with industry practices. However, such a review will not reveal all
existing or potential problems. In addition, our review may not permit us to become sufficiently familiar with the properties to fully assess their
deficiencies and capabilities. We do not inspect every well. Even when we inspect a well, we do not always discover structural, subsurface and
environmental problems that may exist or arise.

We are generally not entitled to contractual indemnification for preclosing liabilities, including environmental liabilities. Normally, we acquire
interests in properties on an �as is� basis with limited remedies for breaches of representations and warranties. In addition, competition for
producing oil and gas properties is intense and many of our competitors have financial and other resources that are substantially greater than
those available to us. Therefore, we may not be able to acquire oil and gas properties that contain economically recoverable reserves or be able
to complete such acquisitions on acceptable terms.

Additionally, significant acquisitions can change the nature of our operations and business depending upon the character of the acquired
properties, which may have substantially different operating and geological characteristics or be in different geographic locations than our
existing properties. While it is our current intention to continue to concentrate on acquiring properties with development and exploration
potential located in the Mid-Continent region, there can be no assurance that in the future we will not decide to pursue acquisitions or properties
located in other geographic regions. To the extent that such acquired properties are substantially different than our existing properties, our ability
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to efficiently realize the economic benefits of such transactions may be limited.

Oil and gas drilling and producing operations are hazardous and expose us to environmental liabilities.

Oil and gas operations are subject to many risks, including well blowouts, cratering and explosions, pipe failure, fires, formations with abnormal
pressures, uncontrollable flows of oil, natural gas, brine or well fluids,
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and other environmental hazards and risks. Our drilling operations involve risks from high pressures and from mechanical difficulties such as
stuck pipes, collapsed casings and separated cables. If any of these risks occurs, we could sustain substantial losses as a result of:

� injury or loss of life;

� severe damage to or destruction of property, natural resources and equipment;

� pollution or other environmental damage;

� clean-up responsibilities;

� regulatory investigations and penalties; and

� suspension of operations.

Our liability for environmental hazards includes those created either by the previous owners of properties that we purchase or lease or by
acquired companies prior to the date we acquire them. In accordance with industry practice, we maintain insurance against some, but not all, of
the risks described above. We cannot assure you that our insurance will be adequate to cover casualty losses or liabilities. Also, we cannot
predict the continued availability of insurance at premium levels that justify its purchase.

Exploration and development drilling may not result in commercially productive reserves.

We do not always encounter commercially productive reservoirs through our drilling operations. The new wells we drill or participate in may
not be productive and we may not recover all or any portion of our investment in wells we drilled or participate in. The seismic data and other
technologies we use do not allow us to know conclusively prior to drilling a well that oil or gas is present or may be produced economically. The
cost of drilling, completing and operating a well is often uncertain, and cost factors can adversely affect the economics of a project. Our efforts
will be unprofitable if we drill dry wells or wells that are productive but do not produce enough reserves to return a profit after drilling, operating
and other costs. Further, our drilling operations may be curtailed, delayed or canceled as a result of a variety of factors, including:

� unexpected drilling conditions;

� title problems;

� pressure or irregularities in formations;

� equipment failures or accidents;
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� adverse weather conditions;

� compliance with environmental and other governmental requirements; and

� cost of, or shortages or delays in the availability of, drilling rigs and equipment.

The loss of key personnel could adversely affect our ability to operate.

We depend, and will continue to depend in the foreseeable future, on the services of our officers and key employees with extensive experience
and expertise in evaluating and analyzing producing oil and gas properties and drilling prospects, maximizing production from oil and gas
properties and marketing oil and gas production. Our ability to retain our officers and key employees is important to our continued success and
growth. The unexpected loss of the services of one or more of these individuals could have a detrimental effect on our business.

Lower oil and gas prices could negatively impact our ability to borrow.

Our current bank credit facility limits our borrowings to a borrowing base, $225 million as of the date of this prospectus. The borrowing base is
determined periodically at the discretion of a majority of the banks and is
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based in part on oil and gas prices. Additionally, some of the indentures under which our outstanding senior notes have been issued contain
covenants limiting our ability to incur indebtedness in addition to that incurred under our bank credit facility. These indentures limit our ability
to incur additional indebtedness unless we meet one of two alternative tests. The first alternative is based on a percentage of our adjusted
consolidated net tangible assets, which is determined using discounted future net revenues from proved oil and gas reserves as of the end of each
year. As of the date of this prospectus, we cannot incur additional indebtedness under this first alternative of the debt incurrence test other than
the indebtedness we are permitted to incur pursuant to our bank credit facility. The second alternative is based on the ratio of our adjusted
consolidated EBITDA to our adjusted consolidated interest expense over a trailing twelve-month period. As of the date of this prospectus, we
are permitted to incur significant additional indebtedness under this second alternative of the debt incurrence test. Lower oil and gas prices in the
future could reduce our adjusted consolidated EBITDA, as well as our adjusted consolidated net tangible assets, and thus could reduce our
ability to incur additional indebtedness.

Risks Related to Our Common Stock

We do not intend to pay, and are restricted in our ability to pay, dividends on our common stock.

We have not paid cash dividends on our common stock since 1998 and do not intend to pay dividends on our common stock in the foreseeable
future. We currently intend to retain any earnings for the future operation and development of our business. Our ability to make dividend
payments in the future will depend on our future performance and liquidity. In addition, our credit facility contains restrictions on our ability to
pay cash dividends on our capital stock, including our common stock.

Our certificate of incorporation, bylaws, the Oklahoma General Corporation Act and our shareholder rights agreement contain provisions that
could discourage an acquisition or change of control of our company.

Our shareholder rights agreement and the Oklahoma Business Combination Statute, together with certain provisions of our certificate of
incorporation and bylaws, may make it more difficult to effect a change in control of our company, to acquire us or to replace incumbent
management. These provisions could potentially deprive our stockholders of opportunities to sell shares of our stock at above-market prices.
Please read �Description of Capital Stock�Anti-Takeover Provisions.�

Risks Related to Debt Securities

If an active trading market does not develop for a series of debt securities sold pursuant to this prospectus, you may be unable to sell any such
debt securities or to sell any such debt securities at a price that you deem sufficient.

Unless otherwise specified in an accompanying prospectus supplement, any debt securities sold pursuant to this prospectus will be new
securities for which there currently is no established trading market. We may not list any debt securities sold pursuant to this prospectus on a
national securities exchange. While the underwriters of a particular offering of debt securities may advise us that they intend to make a market in
those debt securities, the underwriters will not be obligated to do so and may stop their market making at any time. No assurance can be given:
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� that a market for any series of debt securities will develop or continue;

� as to the liquidity of any market that does develop; or

� as to your ability to sell any debt securities you may own or the price at which you may be able to sell your debt securities.
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A guarantee of debt securities could be voided if the guarantors fraudulently transferred their guarantees at the time they incurred the
indebtedness, which could result in the holders of debt securities being able to rely on only Chesapeake Energy Corporation to satisfy claims.

Any series of debt securities issued pursuant to this prospectus will be fully, irrevocably and unconditionally guaranteed by the Subsidiary
Guarantors. However, under U.S. bankruptcy law and comparable provisions of state fraudulent transfer laws, such a guarantee can be voided, or
claims under a guarantee may be subordinated to all other debts of that guarantor if, among other things, the guarantor, at the time it incurred the
indebtedness evidenced by its guarantee:

� intended to hinder, delay or defraud any present or future creditor or received less than reasonably equivalent value or fair
consideration for the incurrence of the guarantee;

� was insolvent or rendered insolvent by reason of such incurrence;

� was engaged in a business or transaction for which the guarantor�s remaining assets constituted unreasonably small capital; or

� intended to incur, or believed that it would incur, debts beyond its ability to pay those debts as they mature.

In addition, any payment by that guarantor under a guarantee could be voided and required to be returned to the guarantor or to a fund for the
benefit of the creditors of the guarantor.

The measures of insolvency for purposes of fraudulent transfer laws vary depending upon the governing law. Generally, a guarantor would be
considered insolvent if:

� the sum of its debts, including contingent liabilities, was greater than the fair saleable value of all of its assets;

� the present fair saleable value of its assets was less than the amount that would be required to pay its probable liability on its existing
debts, including contingent liabilities, as they became absolute and mature; or

� it could not pay its debts as they became due.

Holders of any debt securities sold pursuant to this prospectus will be effectively subordinated to all of our and the Subsidiary Guarantors�
secured indebtedness and to all liabilities of our non-guarantor subsidiaries.

Holders of our secured indebtedness, including the indebtedness under our credit facilities, have claims with respect to our assets constituting
collateral for their indebtedness that are prior to the claims of any debt securities sold pursuant to this prospectus. In the event of a default on
such debt securities or our bankruptcy, liquidation or reorganization, those assets would be available to satisfy obligations with respect to the
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indebtedness secured thereby before any payment could be made on debt securities sold pursuant to this prospectus. Accordingly, the secured
indebtedness would effectively be senior to such series of debt securities to the extent of the value of the collateral securing the indebtedness. To
the extent the value of the collateral is not sufficient to satisfy the secured indebtedness, the holders of that indebtedness would be entitled to
share with the holders of the debt securities issued pursuant to this prospectus and the holders of other claims against us with respect to our other
assets.

In addition, the Subsidiary Guarantors do not constitute all of our subsidiaries and any series of debt securities issued and sold pursuant to this
prospectus will not be guaranteed by all of our subsidiaries, and our non-guarantor subsidiaries will be permitted to incur additional indebtedness
under the indenture. As a result, holders of such debt securities will be effectively subordinated to claims of third party creditors, including
holders of indebtedness, and preferred shareholders of these non-guarantor subsidiaries. Claims of those other
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creditors, including trade creditors, secured creditors, governmental taxing authorities, holders of indebtedness or guarantees issued by the
non-guarantor subsidiaries and preferred shareholders of the non-guarantor subsidiaries, will generally have priority as to the assets of the
non-guarantor subsidiaries over our claims and equity interests. As a result, holders of our indebtedness, including the holders of the debt
securities sold pursuant to this prospectus, will be effectively subordinated to all those claims.

9
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WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports and other information with the SEC. You may inspect and copy such material at the public
reference facilities maintained by the SEC at 450 Fifth Street, N.W., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for more
information on the public reference room. You can also find our SEC filings at the SEC�s website at www.sec.gov and on our website at
www.chkenergy.com. Information contained on our website is not part of this prospectus.

In addition, our reports and other information concerning us can be inspected at the New York Stock Exchange, 20 Broad Street, New York,
New York 10005, where our common stock is listed.

The following documents we filed with the SEC pursuant to the Exchange Act are incorporated herein by reference:

� the description of our common stock contained in our registration statement on Form 8-B (No. 001-13726), including the amendment
to such description filed on Form 8-K on August 13, 2001;

� our annual report on Form 10-K for the fiscal year ended December 31, 2001;

� our quarterly report on Form 10-Q for the fiscal quarter ended March 31, 2002;

� our current reports on Form 8-K filed on January 22, 2002, February 5, 2002, February 21, 2002, March 12, 2002, March 18, 2002,
April 4, 2002, April 16, 2002, April 23, 2002, April 30, 2002, June 5, 2002, July 1, 2002 and July 11, 2002 (excluding any information
filed pursuant to Item 9 on any such current report on Form 8-K); and

� the consolidated financial statements of Gothic Energy Corporation included in our annual report on Form 10-K/A for the fiscal year
ended December 31, 2000.

All documents filed by us pursuant to Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act subsequent to the date of this filing and prior to the
termination of this offering (excluding any information filed pursuant to Item 9 or Item 12 on any current report on Form 8-K) shall be deemed
to be incorporated in this prospectus and to be a part hereof from the date of the filing of such document. Any statement contained in a document
incorporated by reference herein shall be deemed to be modified or superseded for all purposes to the extent that a statement contained in this
prospectus, or in any other subsequently filed document which is also incorporated or deemed to be incorporated by reference, modifies or
supersedes such statement. Any statement so modified or superseded shall not be deemed, except as so modified or superseded, to constitute a
part of this prospectus.

We will provide without charge to each person to whom this prospectus is delivered, upon written or oral request of such person, a copy of any
or all documents incorporated by reference in this prospectus. Requests for such copies should be directed to Jennifer M. Grigsby, Secretary,
Chesapeake Energy Corporation, 6100 North Western Avenue, Oklahoma City, Oklahoma 73118, by mail, or if by telephone at (405) 848-8000.
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FORWARD LOOKING STATEMENTS

This prospectus and the documents incorporated herein by reference include �forward-looking statements� within the meaning of Section 27A of
the Securities Act of 1933, as amended, and Section 21E of the Exchange Act. Forward-looking statements give our current expectations or
forecasts of future events. They include statements regarding oil and gas reserve estimates, planned capital expenditures, the drilling of oil and
gas wells and future acquisitions, expected oil and gas production, cash flow and anticipated liquidity, business strategy and other plans and
objectives for future operations, expected future expenses and utilization of net operating loss carryforwards. Statements concerning the fair
values of derivative contracts and their estimated contribution to our future results of operations are based upon market information as of a
specific date. These market prices are subject to significant volatility.
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Although we believe the expectations and forecasts reflected in these and other forward-looking statements are reasonable, we can give no
assurance they will prove to have been correct. They can be affected by inaccurate assumptions or by known or unknown risks and uncertainties.
Factors that could cause actual results to differ materially from expected results are described under �Risk Factors� beginning on page 2. These
factors include:

� the volatility of oil and gas prices;

� our substantial indebtedness;

� the cost and availability of drilling and production services;

� our commodity price risk management activities, including counterparty contract performance risk;

� uncertainties inherent in estimating quantities of oil and gas reserves, projecting future rates of production and the timing of
development expenditures;

� our ability to replace reserves;

� the availability of capital;

� uncertainties in evaluating oil and gas reserves of acquired properties and associated potential liabilities;

� drilling and operating risks;

� our ability to generate future taxable income sufficient to utilize our federal and state income tax net operating loss (NOL)
carryforwards before their expiration;

� future ownership changes which could result in additional limitations to our NOLs;

� adverse effects of governmental and environmental regulation;

� losses possible from pending or future litigation;

� the strength and financial resources of our competitors; and

� the loss of officers or key employees.
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We caution you not to place undue reliance on these forward-looking statements, which speak only as of the date of this prospectus or as of the
date of the report or document in which they are contained, and we undertake no obligation to update such information. We urge you to carefully
review and consider the disclosures made in this prospectus and our reports filed with the SEC and incorporated by reference herein that attempt
to advise interested parties of the risks and factors that may affect our business.

11
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USE OF PROCEEDS

Except as may otherwise be described in an accompanying prospectus supplement, the net proceeds from the sale of the securities offered
pursuant to this prospectus and any accompanying prospectus supplement will be used for general corporate purposes. Any specific allocation of
the net proceeds of an offering of securities to a specific purpose will be determined at the time of the offering and will be described in an
accompanying prospectus supplement.

RATIOS OF EARNINGS TO FIXED CHARGES

For purposes of determining the ratio of earnings to fixed charges, earnings are defined as net income (loss) before income taxes, extraordinary
items, amortization of capitalized interest and fixed charges, less capitalized interest. Fixed charges consist of interest (whether expensed or
capitalized), and amortization of debt expenses and discount or premium relating to any indebtedness.

Year Ended
June 30,
1997

Six Months
Ended

December 31,
1997

Year Ended December 31, Three Months
Ended

March 31,
20021998 1999 2000 2001

Ratio of earnings to fixed charges (a) (b) (c) 1.4x 3.1x 5.1x (d)

(a) Earnings for such year were insufficient to cover fixed charges by approximately $185 million.
(b) Earnings for such six month period were insufficient to cover fixed charges by approximately $32 million.
(c) Earnings for such year were insufficient to cover fixed charges by approximately $915 million.
(d) Earnings for such three month period were insufficient to cover fixed charges by approximately $47 million.

12
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DESCRIPTION OF DEBT SECURITIES

We will issue our debt securities under an indenture, among us, as issuer, The Bank of New York, as Trustee, and the Subsidiary Guarantors.
The debt securities will be governed by the provisions of the Indenture and those made part of the Indenture by reference to the Trust Indenture
Act of 1939. We, the Trustee and the Subsidiary Guarantors may enter into supplements to the Indenture from time to time.

This description is a summary of the material provisions of the debt securities and the Indenture. We urge you to read the form of the Indenture
filed as an exhibit to the registration statement of which this prospectus is a part because the Indenture, and not this description, govern your
rights as a holder of debt securities.

General

The Debt Securities.    Any series of debt securities that we issue:

� will be our general obligations; and

� will be general obligations of the Subsidiary Guarantors.

The Indenture does not limit the total amount of debt securities that we may issue. We may issue debt securities under the Indenture from time to
time in separate series, up to the aggregate amount authorized for each such series.

We will prepare a prospectus supplement and either an indenture supplement or a resolution of our board of directors and an accompanying
officers� certificate relating to any series of debt securities that we offer, which will include specific terms relating to some or all of the following:

� the form and title of the debt securities;

� the total principal amount of the debt securities;

� the date or dates on which the debt securities may be issued;

� the portion of the principal amount which will be payable if the maturity of the debt securities is accelerated;

� any right we may have to defer payments of interest by extending the dates payments are due and whether interest on those deferred
amounts will be payable;
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� the dates on which the principal and premium, if any, of the debt securities will be payable;

� the interest rate which the debt securities will bear and the interest payment dates for the debt securities;

� any optional redemption provisions;

� any sinking fund or other provisions that would obligate us to repurchase or otherwise redeem the debt securities;

� whether the debt securities are entitled to the benefits of any guarantees by the Subsidiary Guarantors;

� any changes to or additional Events of Default;
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� any affirmative or negative covenants relating to such series, including, without limitation, financial and other covenants that restrict
our and our Restricted Subsidiaries� ability to:

� incur additional indebtedness;

� pay dividends on our capital stock or redeem, repurchase or retire our capital stock or subordinated indebtedness;

� make investments and other restricted payments;

� create restrictions on the payment of dividends or other amounts to us from our Restricted Subsidiaries;

� incur liens;

� engage in transactions with affiliates;

� sell assets;

� consolidate, merge or transfer assets; and

� designate a Restricted Subsidiary as an Unrestricted Subsidiary; and

� any other terms of the debt securities.

This description of debt securities will be deemed modified, amended or supplemented by any description of any series of debt securities set
forth in a prospectus supplement related to that series.

The prospectus supplement will also describe any material United States federal income tax consequences or other special considerations
regarding the applicable series of debt securities, including those relating to:

� debt securities with respect to which payments of principal, premium or interest are determined with reference to an index or formula,
including changes in prices of particular securities, currencies or commodities;

� debt securities with respect to which principal, premium or interest is payable in a foreign or composite currency;

�
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debt securities that are issued at a discount below their stated principal amount, bearing no interest or interest at a rate that at the time
of issuance is below market rates; and

� variable rate debt securities that are exchangeable for fixed rate debt securities.

At our option, we may make interest payments by check mailed to the registered holders of debt securities or, if so stated in the applicable
prospectus supplement, at the option of a holder by wire transfer to an account designated by the holder.

Unless otherwise provided in the applicable prospectus supplement, fully registered securities may be transferred or exchanged at the office of
the Trustee at which its corporate trust business is principally administered in the United States, subject to the limitations provided in the
Indenture, without the payment of any service charge, other than any applicable tax or governmental charge.

Any funds we pay to a paying agent for the payment of amounts due on any debt securities that remain unclaimed for two years will be returned
to us, and the holders of the debt securities must look only to us for payment after that time.

The Subsidiary Guarantees.    The Subsidiary Guarantors, which currently constitute all of our subsidiaries other than Chesapeake Energy
Marketing, Inc., will fully and unconditionally guarantee, on a joint and several

14
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basis, our obligations to pay principal of, premium, if any, and interest on any series of debt securities. Each entity that becomes a Restricted
Subsidiary after the date of original issuance of any series of debt securities will guarantee the payment of such series.

Unless otherwise indicated in an accompanying prospectus supplement, �Restricted Subsidiary� means any subsidiary of our company other than
an Unrestricted Subsidiary. Unless otherwise indicated in an accompanying prospectus supplement relating to a particular series of debt
securities, our board of directors may designate any Unrestricted Subsidiary to be a Restricted Subsidiary.

Unless otherwise indicated in an accompanying prospectus supplement, �Unrestricted Subsidiary� means:

(a)    Chesapeake Energy Marketing, Inc. until it is designated as a Restricted Subsidiary;

(b)    any subsidiary of an Unrestricted Subsidiary; and

(c)    any subsidiary of our company or of a Restricted Subsidiary that is designated as an Unrestricted Subsidiary by a resolution adopted by our
board of directors.

The obligations of each Subsidiary Guarantor under its guarantee will be limited as necessary to prevent that guarantee from constituting a
fraudulent conveyance or fraudulent transfer under federal, state or foreign law. Each Subsidiary Guarantor that makes a payment or distribution
under a guarantee shall be entitled to a contribution from each other Subsidiary Guarantor in a pro rata amount based on the respective net assets
of each Subsidiary Guarantor at the time of such payment determined in accordance with GAAP.

If a guarantee were rendered voidable, it could be subordinated by a court to all other indebtedness (including guarantees and other contingent
liabilities) of the applicable Subsidiary Guarantor, and, depending on the amount of such indebtedness, a Subsidiary Guarantor�s liability on its
guarantee could be reduced to zero. See �Risk Factors�Risks Related to Debt Securities�A guarantee of debt securities could be voided if the
guarantors fraudulently transferred their guarantees at the time they incurred the indebtedness, which could result in the holders of debt
securities being able to rely on only Chesapeake Energy Corporation to satisfy claims.�

Unless otherwise indicated in an accompanying prospectus supplement and subject to the next paragraph, no Subsidiary Guarantor may
consolidate or merge with or into (whether or not such Subsidiary Guarantor is the surviving entity) another entity unless:

� the entity formed by or surviving any such consolidation or merger (if other than such Subsidiary Guarantor) assumes all the
obligations of such Subsidiary Guarantor under the Indenture and the Debt Securities pursuant to a supplemental indenture, in a form
reasonably satisfactory to the Trustee; and

� immediately after such transaction, no Default or Event of Default exists.
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The preceding does not prohibit a merger between Subsidiary Guarantors or a merger between our company and a Subsidiary Guarantor.

In the event of a sale or other disposition of all or substantially all of the assets of any Subsidiary Guarantor, or a sale or other disposition of all
the capital stock of such Subsidiary Guarantor, in any case whether by way of merger, consolidation or otherwise, or a Subsidiary Guarantor
otherwise ceases to be a Subsidiary Guarantor, then the person acquiring the assets (in the event of a sale or other disposition, by way of such a
merger, consolidation or otherwise, of all or substantially all of the assets of such Subsidiary Guarantor) or such Subsidiary Guarantor (in any
other event) will be released and relieved of any obligations under its guarantee.
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Covenants

Reports.    The Indenture contains the following covenant for the benefit of the holders of all series of debt securities:

Notwithstanding that we may not be required to remain subject to the reporting requirements of Section 13 or 15(d) of the Exchange Act, we
will file with the SEC and provide the Trustee and holders of Debt Securities with annual reports and such information, documents and other
reports specified in Sections 13 and 15(d) of the Exchange Act.

A series of debt securities may provide for other covenants applicable to us and our subsidiaries. A description of any such affirmative and
negative covenants will be contained in a prospectus supplement applicable to such series.

Events of Default, Remedies and Notice

Events of Default.    Unless otherwise indicated in an accompanying prospectus supplement, each of the following events will be an �Event of
Default� under the Indenture with respect to a series of debt securities:

� default in any payment of interest on any debt securities of that series when due that continues for 30 days;

� default in the payment of principal of or premium, if any, on any debt securities of that series when due at its stated maturity, upon
redemption, upon required repurchase or otherwise;

� default in the payment of any sinking fund payment, if any, on any debt securities of that series when due;

� failure by us or by a Subsidiary Guarantor to comply for 60 days after notice with the other agreements contained in the Indenture, any
supplement to the Indenture or any board resolution authorizing the issuance of that series;

� certain events of bankruptcy, insolvency or reorganization of us or of the Subsidiary Guarantors;

� any of the guarantees by the Subsidiary Guarantors ceases to be in full force and effect, except as otherwise provided in the Indenture;

� any of the guarantees by the Subsidiary Guarantors is declared null and void in a judicial proceeding; or

� any Subsidiary Guarantor denies or disaffirms its obligations under the Indenture or its guarantee.
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Exercise of Remedies.    If an Event of Default, other than an Event of Default described in the fifth bullet point above, occurs and is continuing,
the Trustee or the holders of at least 25% in principal amount of the outstanding debt securities of that series may declare the entire principal of,
premium, if any, and accrued and unpaid interest, if any, on all the debt securities of that series to be due and payable immediately.

A default under the fourth bullet point above will not constitute an Event of Default until the Trustee or the holders of 25% in principal amount
of the outstanding debt securities of that series notify us and the Subsidiary Guarantors of the default and such default is not cured within 60
days after receipt of notice.

If an Event of Default described in the fifth bullet point above occurs and is continuing, the principal of, premium, if any, and accrued and
unpaid interest on all outstanding debt securities of all series will become immediately due and payable without any declaration of acceleration
or other act on the part of the Trustee or any holders.
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The holders of a majority in principal amount of the outstanding debt securities of a series may:

� waive all past defaults, except with respect to nonpayment of principal, premium or interest or any other provision of the Indenture
that cannot be amended without the consent of each holder that is affected; and

� rescind any declaration of acceleration by the Trustee or the holders with respect to the debt securities of that series, but only if:

� rescinding the declaration of acceleration would not conflict with any judgment or decree of a court of competent jurisdiction; and

� all existing Events of Default have been cured or waived, other than the nonpayment of principal, premium or interest
on the debt securities of that series that have become due solely by the declaration of acceleration.

If an Event of Default occurs and is continuing, the Trustee will be under no obligation, except as otherwise provided in the Indenture, to
exercise any of the rights or powers under the Indenture at the request or direction of any of the holders unless such holders have offered to the
Trustee reasonable indemnity or security against any costs, liability or expense. No holder may pursue any remedy with respect to the Indenture
or the debt securities of any series, except to enforce the right to receive payment of principal, premium or interest when due, unless:

� such holder has previously given the Trustee notice that an Event of Default with respect to that series is continuing;

� holders of at least 25% in principal amount of the outstanding debt securities of that series have requested that the Trustee pursue the
remedy;

� such holders have offered the Trustee reasonable indemnity or security against any cost, liability or expense;

� the Trustee has not complied with such request within 60 days after the receipt of the request and the offer of indemnity or security;
and

� the holders of a majority in principal amount of the outstanding debt securities of that series have not given the Trustee a direction that,
in the opinion of the Trustee, is inconsistent with such request within such 60-day period.

The holders of a majority in principal amount of the outstanding debt securities of a series have the right, subject to certain restrictions, to direct
the time, method and place of conducting any proceeding for any remedy available to the Trustee or of exercising any right or power conferred
on the Trustee with respect to that series of debt securities. The Trustee, however, may refuse to follow any direction that:

� conflicts with law;

� is inconsistent with any provision of the Indenture;
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� the Trustee determines is unduly prejudicial to the rights of any other holder; or

� would involve the Trustee in personal liability.

Notice of Events of Default.    Upon the occurrence of an Event of Default, we are required to give written notice to the Trustee and indicate the
status of the default and what action we are taking or propose to take to cure the default. In addition, we are required to deliver to the Trustee,
within 90 days after the end of each fiscal year, a compliance certificate indicating that we have complied with all covenants contained in the
Indenture or whether any default or Event of Default has occurred during the previous year.
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If an Event of Default occurs and is continuing and is known to the Trustee, the Trustee must mail to each holder a notice of the Event of Default
by the later of 90 days after the Event of Default occurs or 30 days after the Trustee knows of the Event of Default. Except in the case of a
default in the payment of principal, premium or interest with respect to any debt securities, the Trustee may withhold such notice, but only if and
so long as the board of directors, the executive committee or a committee of directors or responsible officers of the Trustee in good faith
determines that withholding such notice is in the interests of the holders.

Amendments and Waivers.    We may amend the Indenture without the consent of any holder of debt securities to:

� cure any ambiguity, omission, defect or inconsistency;

� convey, transfer, assign, mortgage or pledge any property to or with the Trustee;

� provide for the assumption by a successor of our obligations under the Indenture;

� add Subsidiary Guarantors with respect to the debt securities;

� evidence the removal of a Subsidiary Guarantor with respect to the debt securities as permitted by the Indenture and as described
under ��The Subsidiary Guarantees� or an accompanying prospectus supplement;

� secure the debt securities;

� add covenants for the benefit of the holders or surrender any right or power conferred upon us or any Subsidiary Guarantor;

� make any change that does not adversely affect the rights of any holder;

� add or appoint a successor or separate Trustee; or

� comply with any requirement of the SEC in connection with the qualification of the Indenture under the Trust Indenture Act.

In addition, we may amend the Indenture if the holders of a majority in principal amount of all debt securities of each series that would be
affected then outstanding under the Indenture consent to it. We may not, however, without the consent of each holder of outstanding debt
securities of each series that would be affected, amend the Indenture to:

� reduce the percentage in principal amount of debt securities of any series whose holders must consent to an amendment;
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� reduce the rate of or extend the time for payment of interest on any debt securities;

� reduce the principal of or extend the stated maturity of any debt securities;

� reduce the premium payable upon the redemption of any debt securities or change the time at which any debt securities may or shall be
redeemed;

� make any debt securities payable in other than U.S. dollars;

� impair the right of any holder to receive payment of premium, principal or interest with respect to such holder�s debt securities on or
after the applicable due date;

� impair the right of any holder to institute suit for the enforcement of any payment with respect to such holder�s debt securities;

� release any security that has been granted in respect of the debt securities;

� make any change to an amendment or waiver provision which requires each holder�s consent;

� make any change in the waiver provisions; or
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� release a Subsidiary Guarantor or modify such Subsidiary Guarantor�s guarantee in any manner adverse to the holders other than as
provided under ��The Subsidiary Guarantees.�

The consent of the holders is not necessary under the Indenture to approve the particular form of any proposed amendment. It is sufficient if
such consent approves the substance of the proposed amendment. After an amendment under the Indenture becomes effective, we are required to
mail to all holders a notice briefly describing the amendment. The failure to give, or any defect in, such notice, however, will not impair or affect
the validity of the amendment.

The holders of a majority in aggregate principal amount of the outstanding debt securities of each affected series, on behalf of all such holders,
and subject to certain rights of the Trustee, may waive:

� compliance by us or a Subsidiary Guarantor with certain restrictive provisions of the Indenture; and

� any past default under the Indenture, subject to certain rights of the Trustee under the Indenture;

except that such majority of holders may not waive a default:

� in the payment of principal, premium or interest; or

� in respect of a provision that under the Indenture cannot be amended without the consent of all holders of the series of debt securities
that are affected.

Defeasance.    At any time, we may terminate, with respect to debt securities of a particular series, all our obligations under such series of debt
securities and the Indenture, which we call a �legal defeasance.� If we decide to make a legal defeasance, however, we may not terminate our
obligations:

� relating to the defeasance trust;

� to register the transfer or exchange of the debt securities;

� to replace mutilated, destroyed, lost or stolen debt securities; or

� to maintain a registrar and paying agent in respect of the debt securities.

If we exercise our legal defeasance option, any subsidiary guarantee will terminate with respect to that series of debt securities.
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At any time we may also effect a �covenant defeasance,� which means we have elected to terminate our obligations under:

� covenants applicable to a series of debt securities and described in the prospectus supplement applicable to such series, other than as
described in such prospectus supplement;

� the bankruptcy provisions with respect to the Subsidiary Guarantors, if any; and

� the guarantee provision described under �Events of Default� above with respect to a series of debt securities.

We may exercise our legal defeasance option notwithstanding our prior exercise of our covenant defeasance option. If we exercise our legal
defeasance option, payment of the affected series of debt securities may not be accelerated because of an Event of Default with respect to that
series. If we exercise our covenant defeasance option, payment of the affected series of debt securities may not be accelerated because of an
Event of Default specified in the fourth, fifth (with respect only to a Subsidiary Guarantor) or sixth bullet points under ��Events of Default� above
or an Event of Default that is added specifically for such series and described in a prospectus supplement.
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In order to exercise either defeasance option, we must:

� irrevocably deposit in trust with the Trustee money or certain U.S. government obligations for the payment of principal, premium, if
any, and interest on the series of debt securities to redemption or maturity, as the case may be;

� comply with certain other conditions, including that no default has occurred and is continuing after the deposit in trust; and

� deliver to the Trustee an opinion of counsel to the effect that holders of the series of debt securities will not recognize income, gain or
loss for Federal income tax purposes as a result of such defeasance and will be subject to Federal income tax on the same amount and
in the same manner and at the same times as would have been the case if such deposit and defeasance had not occurred. In the case of
legal defeasance only, such opinion of counsel must be based on a ruling of the Internal Revenue Service or other change in applicable
Federal income tax law.

Book Entry, Delivery and Form.    We may issue debt securities of a series in the form of one or more global certificates deposited with a
depositary. We expect that The Depository Trust Company, New York, New York, or �DTC,� will act as depositary. If we issue debt securities of
a series in book-entry form, we will issue one or more global certificates that will be deposited with or on behalf of DTC and will not issue
physical certificates to each holder. A global security may not be transferred unless it is exchanged in whole or in part for a certificated security,
except that DTC, its nominees and their successors may transfer a global security as a whole to one another.

DTC will keep a computerized record of its participants, such as a broker, whose clients have purchased the debt securities. The participants will
then keep records of their clients who purchased the debt securities. Beneficial interests in global securities will be shown on, and transfers of
beneficial interests in global securities will be made only through, records maintained by DTC and its participants.

DTC advises us that it is:

� a limited-purpose trust company organized under the New York Banking Law;

� a �banking organization� within the meaning of the New York Banking Law;

� a member of the United States Federal Reserve System;

� a �clearing corporation� within the meaning of the New York Uniform Commercial Code; and

� a �clearing agency� registered under the provisions of Section 17A of the Exchange Act.

DTC is owned by a number of its participants and by the New York Stock Exchange, Inc., The American Stock Exchange, Inc. and the National
Association of Securities Dealers, Inc. The rules that apply to DTC and its participants are on file with the SEC.
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DTC holds securities that its participants deposit with DTC. DTC also records the settlement among participants of securities transactions, such
as transfers and pledges, in deposited securities through computerized records for participants� accounts. This eliminates the need to exchange
certificates. Participants include securities brokers and dealers, banks, trust companies, clearing corporations and certain other organizations.

We will wire principal, premium, if any, and interest payments due on the global securities to DTC�s nominee. We, the Trustee and any paying
agent will treat DTC�s nominee as the owner of the global securities for all purposes. Accordingly, we, the Trustee and any paying agent will
have no direct responsibility or liability to pay amounts due on the global securities to owners of beneficial interests in the global securities.
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It is DTC�s current practice, upon receipt of any payment of principal, premium, if any, or interest, to credit participants� accounts on the payment
date according to their respective holdings of beneficial interests in the global securities as shown on DTC�s records. In addition, it is DTC�s
current practice to assign any consenting or voting rights to participants, whose accounts are credited with debt securities on a record date, by
using an omnibus proxy.

Payments by participants to owners of beneficial interests in the global securities, as well as voting by participants, will be governed by the
customary practices between the participants and the owners of beneficial interests, as is the case with debt securities held for the account of
customers registered in �street name.� Payments to holders of beneficial interests are the responsibility of the participants and not of DTC, the
Trustee or us.

Beneficial interests in global securities will be exchangeable for certificated securities with the same terms in authorized denominations only if:

� DTC notifies us that it is unwilling or unable to continue as depositary or if DTC ceases to be a clearing agency registered under
applicable law and a successor depositary is not appointed by us within 90 days; or

� we determine not to require all of the debt securities of a series to be represented by a global security and notify the Trustee of our
decision.

The Trustee.    The Bank of New York will be the Trustee under the Indenture. The Bank of New York also serves as Trustee for our 7.875%
Senior Notes due 2004, our 8.375% Senior Notes due 2008, our 8.125% Senior Notes due 2011 and our 8.5% Senior Notes due 2012. We may
also maintain banking and other commercial relationships with the Trustee and its affiliates in the ordinary course of business, and the Trustee
may own our debt securities.

Governing Law.    The Indenture and the debt securities will be governed by, and construed in accordance with, the laws of the State of New
York.
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DESCRIPTION OF CAPITAL STOCK

The description of our capital stock set forth below is not complete and is qualified by reference to our certificate of incorporation (including our
certificates of designation) and bylaws. Copies of our certificate of incorporation (including our certificates of designation) and bylaws are
available from us upon request and have also been filed with the SEC. See �Where You Can Find More Information.�

Authorized Capital Stock

Our authorized capital stock consists of 350,000,000 shares of common stock, par value $.01 per share, and 10,000,000 shares of preferred
stock, par value $.01 per share, of which 250,000 shares are designated as Series A Junior Participating Preferred Stock and 3,000,000 shares are
designated 6.75% Cumulative Convertible Preferred Stock.

Common Stock

Holders of our common stock are entitled to one vote for each share held of record on all matters submitted to a vote of shareholders. Subject to
preferences that may be applicable to any outstanding preferred stock, holders of our common stock are entitled to receive ratably such
dividends as may be declared by the board of directors out of funds legally available for dividends. In the event of our liquidation or dissolution,
holders of our common stock are entitled to share ratably in all assets remaining after payment of liabilities and the liquidation preference of any
outstanding preferred stock.

Holders of our common stock have no preemptive rights and have no rights to convert their common stock into any other securities. All of the
outstanding shares of common stock are duly authorized, validly issued, fully paid and nonassessable.

6.75% Cumulative Convertible Preferred Stock

General.    We have 6,750,000 shares of authorized preferred stock which are undesignated. 3,000,000 shares of preferred stock are designated
as 6.75% Cumulative Convertible Preferred Stock, of which 2,998,000 are currently outstanding. Our board of directors has also authorized the
issuance of up to 250,000 shares of Series A Junior Participating Preferred Stock in connection with the adoption of our shareholder rights plan
in July 1998. None of these shares are currently outstanding. The Series A Preferred Stock is described below under ��Share Rights Plan.�

Our board of directors has the authority, without further shareholder approval, to issue shares of preferred stock from time to time in one or more
series, with such voting powers or without voting powers, and with such designations, preferences and relative, participating, optional or other
special rights, and qualifications, limitations or restrictions, as shall be set forth in the resolutions providing thereof.
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While providing desirable flexibility for possible acquisitions and other corporate purposes, and eliminating delays associated with a shareholder
vote on specific issuances, the issuance of preferred stock could adversely affect the voting power of holders of common stock, as well as
dividend and liquidation payments on both common and preferred stock. It also could have the effect of delaying, deferring or preventing a
change in control.

Ranking.    The Convertible Preferred Stock, with respect to dividend rights or rights upon the liquidation, winding-up or dissolution, ranks:

� senior to all classes of our common stock and to the Series A Junior Participating Preferred Stock and each other class of capital stock
or series of preferred stock established after the original issue date of
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the Convertible Preferred Stock (which we will refer to as the �Issue Date�) the terms of which do not expressly provide that such class
or series ranks senior to or on a parity with the Convertible Preferred Stock as to dividend rights or rights upon our liquidation,
winding-up or dissolution (which we will refer to collectively as �Junior Stock�);

� on a parity with any class of capital stock or series of preferred stock established after the Issue Date the terms of which expressly
provide that such class or series will rank on a parity with the Convertible Preferred Stock as to dividend rights or rights upon our
liquidation, winding-up or dissolution (which we will refer to collectively as �Parity Stock�); and

� junior to each class of capital stock or series of preferred stock established after the Issue Date the terms of which expressly provide
that such class or series will rank senior to the Convertible Preferred Stock as to dividend rights or rights upon our liquidation,
winding-up or dissolution (which we will refer to collectively as �Senior Stock�).

While any shares of our Convertible Preferred Stock are outstanding, we may not authorize, increase the authorized amount of, or issue any
shares of, any class or series of Senior Stock (or any security convertible into Senior Stock) without the affirmative vote or consent of the
holders of at least 66 2/3% of the outstanding shares of Convertible Preferred Stock. Without the consent of any holder of Convertible Preferred
Stock, however, we may authorize, increase the authorized amount of, or issue any shares of, any class or series of Parity Stock or Junior Stock.
See ��Voting Rights� below.

Dividends.    Holders of shares of Convertible Preferred Stock are entitled to receive, when, as and if declared by our board of directors out of
funds legally available for payment, cumulative cash dividends at the rate per annum of 6.75% per share on the liquidation preference thereof of
$50 per share of Convertible Preferred Stock (equivalent to $3.375 per annum per share). Dividends on the Convertible Preferred Stock are
payable quarterly on February 15, May 15, August 15 and November 15 of each year at such annual rate, and accumulate from the most recent
date as to which dividends have been paid or, if no dividends have been paid, from the Issue Date of the Convertible Preferred Stock, whether or
not in any dividend period or periods there have been funds legally available for the payment of such dividends. Dividends will be payable to
holders of record as they appear on our stock register on the immediately preceding February 1, May 1, August 1 and November 1.
Accumulations of dividends on shares of Convertible Preferred Stock do not bear interest. Dividends payable on the Convertible Preferred Stock
for any period less than a full dividend period (based upon the number of days elapsed during the period) are computed on the basis of a 360-day
year consisting of twelve 30-day months.

No dividend will be declared or paid upon, or any sum set apart for the payment of dividends upon, any outstanding share of the Convertible
Preferred Stock with respect to any dividend period unless all dividends for all preceding dividend periods have been declared and paid or
declared and a sufficient sum set apart for the payment of such dividend, upon all outstanding shares of Convertible Preferred Stock.

No dividends or other distributions (other than a dividend or distribution payable solely in shares of Parity Stock or Junior Stock (in the case of
Parity Stock) or Junior Stock (in the case of Junior Stock) and cash in lieu of fractional shares) may be declared, made or paid, or set apart for
payment upon, any Parity Stock or Junior Stock, nor may any Parity Stock or Junior Stock be redeemed, purchased or otherwise acquired for any
consideration (or any money paid to or made available for a sinking fund for the redemption of any Parity Stock or Junior Stock) by us or on our
behalf (except by conversion into or exchange for shares of Parity Stock or Junior Stock (in the case of Parity Stock) or Junior Stock (in the case
of Junior Stock)) unless all accumulated and unpaid dividends have been or contemporaneously are declared and paid, or are declared and a sum
sufficient for the payment thereof is set apart for such payment, on the Convertible Preferred Stock and any Parity Stock for all dividend
payment periods terminating on or prior to the date of such declaration, payment, redemption, purchase or acquisition. Notwithstanding the
foregoing, if full dividends have not been paid on the Convertible Preferred Stock and any Parity Stock, dividends may be declared and paid on
the Convertible Preferred Stock and such Parity Stock so long as the dividends are declared and paid pro rata so that the amounts of dividends
declared per
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share on the Convertible Preferred Stock and such Parity Stock will in all cases bear to each other the same ratio that accumulated and unpaid
dividends per share on the shares of the Convertible Preferred Stock and such Parity Stock bear to each other. Holders of shares of the
Convertible Preferred Stock are not entitled to any dividend, whether payable in cash, property or stock, in excess of full cumulative dividends.

Our ability to declare and pay cash dividends and make other distributions with respect to our capital stock, including the Convertible Preferred
Stock, is limited by the terms of our outstanding indebtedness. In addition, our ability to declare and pay dividends may be limited by applicable
Oklahoma law.

Liquidation Preference.    In the event of our voluntary or involuntary liquidation, winding-up or dissolution, each holder of Convertible
Preferred Stock will be entitled to receive and to be paid out of our assets available for distribution to our stockholders, before any payment or
distribution is made to holders of Junior Stock (including common stock), a liquidation preference in the amount of $50 per share of the
Convertible Preferred Stock, plus accumulated and unpaid dividends thereon to the date fixed for liquidation, winding-up or dissolution. If, upon
our voluntary or involuntary liquidation, winding-up or dissolution, the amounts payable with respect to the liquidation preference of the
Convertible Preferred Stock and all Parity Stock are not paid in full, the holders of the Convertible Preferred Stock and the Parity Stock will
share equally and ratably in any distribution of our assets in proportion to the full liquidation preference and accumulated and unpaid dividends
to which they are entitled. After payment of the full amount of the liquidation preference and accumulated and unpaid dividends to which they
are entitled, the holders of the Convertible Preferred Stock will have no right or claim to any of our remaining assets. Neither the sale of all or
substantially all of our assets or business (other than in connection with the liquidation, winding-up or dissolution of its business), nor our
merger or consolidation into or with any other person, will be deemed to be our voluntary or involuntary liquidation, winding-up or dissolution.

The certificate of designation does not contain any provision requiring funds to be set aside to protect the liquidation preference of the
Convertible Preferred Stock even though it is substantially in excess of the par value thereof.

Voting Rights.    The holders of the Convertible Preferred Stock have no voting rights except as set forth below or as otherwise required by
Oklahoma law.

If dividends on the Convertible Preferred Stock are in arrears and unpaid for six or more quarterly periods (whether or not consecutive), the
holders of the Convertible Preferred Stock, voting as a single class with any other preferred stock or preference securities having similar voting
rights that are exercisable, will be entitled at our next regular or special meeting of stockholders to elect two additional directors to our board of
directors unless our board is comprised of fewer than six directors at such time, in which case such holders will be entitled to elect one additional
director. Upon the election of any additional directors, the number of directors that compose our board shall be increased by such number of
additional directors. Such voting rights and the terms of the directors so elected will continue until such time as the dividend arrearage on the
Convertible Preferred Stock has been paid in full.

In addition, the affirmative vote or consent of the holders of at least 66 2/3% of the outstanding Convertible Preferred Stock is required for the
issuance of any class or series of Senior Stock (or any security convertible into Senior Stock) and for amendments to our certificate of
incorporation that would affect adversely the rights of holders of the Convertible Preferred Stock. The certificate of designation provides that the
authorization of, the increase in the authorized amount of, or the issuance of any shares of any class or series of Parity Stock or Junior Stock
does not require the consent of the holders of the Convertible Preferred Stock, and is not deemed to affect adversely the rights of the holders of
the Convertible Preferred Stock.
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one vote.
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Conversion Rights.    Each share of Convertible Preferred Stock is convertible at any time at the option of the holder thereof into 6.4935 shares
of common stock (which was calculated using an initial conversion price of $7.70 per share of common stock) subject to adjustment for certain
dilutive events (we refer to such price or adjusted price as the �Conversion Price�).

Mandatory Conversion.    At any time on or after November 20, 2004, we may at our option cause the Convertible Preferred Stock to be
automatically converted into that number of shares of common stock for each share of Convertible Preferred Stock equal to $50.00 (the
liquidation preference per share of Convertible Preferred Stock) divided by the then prevailing Conversion Price. We may exercise this right
only if the closing price of its common stock equals or exceeds 130% of the then prevailing Conversion Price for at least 20 trading days in any
consecutive 30-day trading period, including the last trading day of such 30-day period, ending on the trading day prior to our issuance of a press
release announcing the mandatory conversion as described below.

We may not authorize, issue a press release or give notice of any mandatory conversion unless, prior to giving the conversion notice, all
accumulated and unpaid dividends on the Convertible Preferred Stock for periods ended prior to the date of such conversion notice shall have
been paid in cash.

In addition to the mandatory conversion provision described above, if there are less than 250,000 shares of Convertible Preferred Stock
outstanding, we may, at any time on or after November 20, 2006, at our option, cause the Convertible Preferred Stock to be automatically
converted into that number of shares of common stock equal to $50.00 (the liquidation preference per share of Convertible Preferred Stock)
divided by the lesser of the then prevailing Conversion Price and the Market Value for the five trading day period ending on the second trading
day immediately prior to the date set for conversion.

The term �Market Value� means the average closing price of the common stock for a five consecutive trading day period on the New York Stock
Exchange (or such other national securities exchange or automated quotation system on which the common stock is then listed or authorized for
quotation or, if not so listed or authorized for quotation, an amount determined in good faith by our board of directors to be the fair value of the
common stock).

Change of Control.    Except as provided below, upon a Change of Control (as defined below), holders of Convertible Preferred Stock shall, in
the event that the Market Value at such time is less than the Conversion Price, have a one-time option to convert all of their outstanding shares
of Convertible Preferred Stock into shares of common stock at an adjusted Conversion Price equal to the greater of (i) the Market Value as of the
Change of Control Date and (ii) $4.0733. This option shall be exercisable during a period of not less than 30 days nor more than 60 days
commencing on the third business day after notice of the Change of Control is given by us in the manner specified in the certificate of
designation. In lieu of issuing the shares of common stock issuable upon conversion in the event of a Change of Control, we may, at our option,
make a cash payment equal to the Market Value for each share of such common stock otherwise issuable determined for the period ending on
the Change of Control Date. Notwithstanding the foregoing, upon a Change of Control in which (x) each holder of our common stock receives
consideration consisting solely of common stock of the successor, acquiror or other third party (and cash paid in lieu of fractional shares) that is
listed on a national securities exchange or quoted on the NASDAQ National Market and (y) all our common stock has been exchanged for,
converted into or acquired for common stock of the successor, acquiror or other third party (and cash in lieu of fractional shares), and the
Convertible Preferred Stock becomes convertible solely into such common stock, the Conversion Price will not be adjusted as described in this
paragraph.

The certificate of designation defines �Change of Control� as any of the following events:
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� the sale, lease or transfer, in one or a series of related transactions, of all or substantially all of our assets (determined on a consolidated
basis) to any person or group (as such term is used in Section 13(d)(3) of the Exchange Act), other than to Permitted Holders (as
defined below);
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� the adoption of a plan the consummation of which would result in the liquidation or dissolution of our company;

� the acquisition, directly or indirectly, by any person or group (as such term is used in Section 13(d)(3) of the Exchange Act), other than
Permitted Holders, of beneficial ownership (as defined in Rule 13d-3 under the Exchange Act) of more than 50% of our aggregate
voting power of the voting stock; provided, however, that the Permitted Holders beneficially own (as defined in Rules 13d-3 and 13d-5
under the Exchange Act), directly or indirectly, in the aggregate a lesser percentage of the total voting power of our voting stock than
such other person and do not have the right or ability by voting power, contract or otherwise to elect or designate for election a
majority of the board of directors (for the purposes of this definition, such other person shall be deemed to beneficially own any voting
stock of a specified corporation held by a parent corporation, if such other person is the beneficial owner (as defined above), directly
or indirectly, of more than 35% of the voting power of the voting stock of such parent corporation and the Permitted Holders
beneficially own (as defined in this proviso), directly or indirectly, in the aggregate a lesser percentage of the voting power of the
voting stock of such parent corporation and do not have the right or ability by voting power, contract or otherwise to elect or designate
for election a majority of our board of directors of such parent corporation); or

� during any period of two consecutive years, individuals who at the beginning of such period composed our board of directors (together
with any new directors whose election by such board of directors or whose nomination for election by our shareholders was approved
by a vote of 66 2/3% of our directors then still in office who were either directors at the beginning of such period or whose election or
nomination for election was previously so approved) cease for any reason to constitute a majority of our board of directors then in
office.

For purposes of the definition of �Change of Control,� the term �Permitted Holders� means Aubrey K. McClendon and Tom L. Ward and their
respective Affiliates.

The phrase �all or substantially all� of the assets of our company is likely to be interpreted by reference to applicable state law at the relevant time,
and will be dependent on the facts and circumstances existing at such time. As a result, there may be a degree of uncertainty in ascertaining
whether a sale or transfer is of �all or substantially all� of our assets.

Anti-Takeover Provisions

Our certificate of incorporation and bylaws and the Oklahoma General Corporation Act include a number of provisions which may have the
effect of encouraging persons considering unsolicited tender offers or other unilateral takeover proposals to negotiate with our board of directors
rather than pursue non-negotiated takeover attempts. These provisions include a classified board of directors, authorized blank check preferred
stock, restrictions on business combinations and the availability of authorized but unissued common stock.

Classified Board of Directors.    Our certificate of incorporation and bylaws contain provisions for a staggered board of directors with only
one-third of the board standing for election each year. Directors can only be removed for cause. A staggered board makes it more difficult for
shareholders to change the majority of the directors.

Oklahoma Business Combination Statute.    Section 1090.3 of the Oklahoma General Corporation Act prevents an �interested shareholder� from
engaging in a �business combination� with an Oklahoma corporation for three years following the date the person became an interested
shareholder, unless:
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which the interested shareholder became an interested shareholder or approved the business combination;
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� upon consummation of the transaction that resulted in the interested shareholder becoming an interested shareholder, the interested
shareholder owns stock having at least 85% of all voting power of the corporation at the time the transaction commenced, excluding
stock held by directors who are also officers of the corporation and stock held by certain employee stock plans; or

� on or subsequent to the date of the transaction in which the person became an interested shareholder, the business combination is
approved by the board of directors of the corporation and authorized at a meeting of shareholders by the affirmative vote of the holders
of two-thirds of all voting power not attributable to shares owned by the interested shareholder.

The statute defines a �business combination� to include:

� any merger or consolidation involving the corporation and an interested shareholder;

� any sale, lease, exchange, mortgage, pledge, transfer or other disposition to or with an interested shareholder of 10% or more of the
assets of the corporation;

� subject to certain exceptions, any transaction which results in the issuance or transfer by the corporation of any stock of the
corporation to an interested shareholder;

� any transaction involving the corporation which has the effect of increasing the proportionate share of the stock of any class or series
or voting power of the corporation owned by the interested shareholder;

� the receipt by an interested shareholder of any loans, guarantees, pledges or other financial benefits provided by or through the
corporation; or

� any share acquisition by the interested shareholder pursuant to Section 1090.1 of the Oklahoma General Corporation Act.

For purposes of Section 1090.3, the term �corporation� also includes the corporation�s majority-owned subsidiaries.

In addition, Section 1090.3 defines an �interested shareholder,� generally, as any person that owns stock having 15% or more of all voting power
of the corporation, any person that is an affiliate or associate of the corporation and owned stock having 15% or more of all voting power of the
corporation at any time within the three-year period prior to the time of determination of interested shareholder status, and any affiliate or
associate of such person.

Stock Purchase Provisions.    Our certificate of incorporation includes a provision which requires the affirmative vote of two-thirds of the votes
cast by the holders, voting together as a single class, of all then outstanding shares of capital stock, excluding the votes by an interested
shareholder, to approve the purchase of any of our capital stock from the interested shareholder at a price in excess of fair market value, unless
the purchase is either (1) made on the same terms offered to all holders of the same securities or (2) made on the open market and not the result
of a privately negotiated transaction.
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The Rights.    On July 7, 1998, our board of directors declared a dividend distribution of one preferred stock purchase right for each outstanding
share of common stock. The distribution was paid on July 27, 1998 to the shareholders of record on that date. Each right entitles the registered
holder to purchase from us one one-thousandth of a share of Series A Preferred Stock at a price of $25.00, subject to adjustment.

The following is a summary of these rights. The full description and terms of the rights are set forth in a rights agreement with UMB Bank,
N.A., as rights agent. Copies of the rights agreement and the certificate of designation for the Series A Preferred Stock are available free of
charge. This summary description of the rights
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and the Series A Preferred Stock does not purport to be complete and is qualified in its entirety by reference to all the provisions of the rights
agreement and the certificate of designation for the Series A Preferred Stock.

Initially, the rights attached to all certificates representing shares of our outstanding common stock, and no separate rights certificates were
distributed. The rights will separate from our common stock and the distribution date will occur upon the earlier of:

� ten days following the date of public announcement that a person or group of persons has become an acquiring person; or

� ten business days (or a later date set by the board of directors prior to the time a person becomes an acquiring person) following the
commencement of, or the announcement of an intention to make, a tender offer or exchange offer upon consummation of which the
offeror would, if successful, become an acquiring person.

The earlier of these dates is called the distribution date.

The term �acquiring person� means any person who or which, together with all of its affiliates and associates, is the beneficial owner of 15% or
more of our outstanding common stock, but does not include:

� us or any of our subsidiaries or employee benefit plans;

� Aubrey K. McClendon, his spouse, lineal descendants and ascendants, heirs, executors or other legal representatives and any trusts
established for the benefit of the foregoing or any other person or entity in which the foregoing persons or entities are at the time of
determination the direct record and beneficial owners of all outstanding voting securities (each a �McClendon shareholder�);

� Tom L. Ward, his spouse, lineal descendants and ascendants, heirs, executors or other legal representatives and any trusts established
for the benefit of the foregoing, or any other person or entity in which the foregoing persons or entities are at the time of determination
the direct record and beneficial owners of all outstanding voting securities (each a �Ward shareholder�);

� Morgan Guaranty Trust Company of New York, in its capacity as pledgee of shares beneficially owned by a McClendon or Ward
shareholder, or both, under any pledge agreement in effect on September 11, 1998, to the extent that upon the exercise by the pledgee
of any of its rights or duties as pledgee, other than the exercise of any voting power by the pledgee or the acquisition of ownership by
the pledgee, such pledgee becomes a beneficial owner of pledged shares; or

� any person (other than the pledgee just described) that is neither a McClendon nor Ward shareholder, but who or which is the
beneficial owner of common stock beneficially owned by a McClendon or Ward shareholder (a �second tier shareholder�), but only if
the shares of common stock otherwise beneficially owned by a second tier shareholder (�second tier holder shares�) do not exceed the
sum of (A) the holder�s second tier holder shares held on September 11, 1998 and (B) 1% of the shares of our common stock then
outstanding (collectively, �exempt persons�).

The rights agreement provides that, until the distribution date, the rights will be transferred with and only with the common stock. Until the
distribution date (or earlier redemption or expiration of the rights), new common stock certificates issued after July 27, 1998, upon transfer or
new issuance of common stock, will contain a notation incorporating the rights agreement by reference. Until the distribution date or earlier
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redemption or expiration of the rights, the surrender for transfer of any certificate for common stock, outstanding as of July 27, 1998, even
without a notation or a copy of a summary of the rights being attached, will also constitute the transfer of the rights associated with the common
stock represented by the certificate. As soon as practicable following the distribution date, separate certificates evidencing the rights will be
mailed to holders of record of the common stock as of the close of business on the distribution date and these separate rights certificates alone
will evidence the rights.
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The rights are not exercisable until the distribution date. The rights will expire on July 27, 2008.

The purchase price payable, and the number of one one-thousandths of a share of Series A Preferred Stock or other securities or property
issuable, upon exercise of the rights are subject to adjustment from time to time to prevent dilution:

� in the event of a stock dividend on, or a subdivision, combination or reclassification of, the Series A Preferred Stock;

� upon the grant to holders of the Series A Preferred Stock of certain rights or warrants to subscribe for or purchase shares of Series A
Preferred Stock at a price, or securities convertible into Series A Preferred Stock with a conversion price, less than the then current
market price of the Series A Preferred Stock; or

� upon the distribution to holders of the Series A Preferred Stock of evidences of indebtedness or assets (excluding regular periodic cash
dividends paid or dividends payable in Series A Preferred Stock) or of subscription rights or warrants (other than those referred to
above).

The number of outstanding rights and the number of one one-thousandths of a share of Series A Preferred Stock issuable upon exercise of each
right are also subject to adjustment in the event of a stock split of the common stock or a stock dividend on the common stock payable in the
common stock or subdivisions, consolidations or combinations of the common stock occurring, in any such case, prior to the distribution date.

In the event that following the date of public announcement that a person has become an acquiring person, we are acquired in a merger or other
business combination transaction or more than 50% of our consolidated assets or earning power is sold, proper provision will be made so that
each holder of a right will thereafter have the right to receive, upon the exercise of the right at the then current exercise price of the right, that
number of shares of common stock of the acquiring company which at the time of such transaction will have a market value of two times the
exercise price of the right (the �flip-over right�).

In the event that a person, other than an exempt person, becomes an acquiring person, proper provision will be made so that each holder of a
right, other than the acquiring person and its affiliates and associates, will thereafter have the right to receive upon exercise that number of
shares of common stock, or, if applicable, cash, other equity securities or property of us, having a market value equal to two times the purchase
price of the rights (the �flip-in right�). Any rights that are or were at any time owned by an acquiring person will then become void.

With certain exceptions, no adjustment in the purchase price will be required until cumulative adjustments require an adjustment of at least 1%
in the purchase price. Upon exercise of the rights, no fractional shares of Series A Preferred Stock will be issued other than fractions which are
integral multiples of one one-hundredth of a share of Series A Preferred Stock. Cash will be paid in lieu of fractional shares of Series A
Preferred Stock that are not integral multiples of one one-hundredth of a share of Series A Preferred Stock.

At any time prior to the earlier to occur of (1) 5:00 p.m., Oklahoma City, Oklahoma time on the tenth day after the stock acquisition date or (2)
the expiration of the rights, we may redeem the rights in whole, but not in part, at a price of $0.01 per right; provided, that (a) if the board of
directors authorizes redemption on or after the time a person becomes an acquiring person, then the authorization must be by board approval and
(b) the period for redemption may, upon board approval, be extended by amending the rights agreement. Board approval means the approval of a
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majority of our directors. Immediately upon any redemption of the rights described in this paragraph, the right to exercise the rights will
terminate and the only right of the holders of rights will be to receive the redemption price.

Our board of directors may amend the terms of the rights without the consent of the holders of the rights at any time and from time to time
provided that any amendment does not adversely affect the interests of the
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holders of the rights. In addition, during any time that the rights are subject to redemption, the terms of the rights may be amended by the
approval of a majority of the directors, including an amendment that adversely affects the interests of the holders of the rights, without the
consent of the holders of rights.

Until a right is exercised, a holder will have no rights as a shareholder, including, without limitation, the right to vote or to receive dividends.
While the distribution of the rights will not be taxable to us or our shareholders, shareholders may, depending upon the circumstances, recognize
taxable income in the event that the rights become exercisable for Series A Preferred Stock, or other consideration.

The Series A Preferred Stock.    Each one-thousandth of a share of the Series A Preferred Stock (a �preferred share fraction�) that may be acquired
upon exercise of the rights will be nonredeemable and junior to any other shares of preferred stock that we may issue.

Each preferred share fraction will have a minimum preferential quarterly dividend rate of $0.01 per preferred share fraction but will, in any
event, be entitled to a dividend equal to the per share dividend declared on the common stock.

In the event of liquidation, the holder of a preferred share fraction will receive a preferred liquidation payment equal to the greater of $0.01 per
preferred share fraction or the per share amount paid in respect of a share of common stock.

Each preferred share fraction will have one vote, voting together with the common stock. The holders of preferred share fractions, voting as a
separate class, will be entitled to elect two directors if dividends on the Series A Preferred Stock are in arrears for six fiscal quarters.

In the event of any merger, consolidation or other transaction in which shares of common stock are exchanged, each preferred share fraction will
be entitled to receive the per share amount paid in respect of each share of common stock.

The rights of holders of the Series A Preferred Stock to dividends, liquidation and voting, and in the event of mergers and consolidations, are
protected by customary antidilution provisions.

Because of the nature of the Series A Preferred Stock�s dividend, liquidation and voting rights, the economic value of one preferred share fraction
that may be acquired upon the exercise of each right should approximate the economic value of one share of our common stock.

Shareholder Action

Except as otherwise provided by law or in our certificate of incorporation or bylaws, the approval by holders of a majority of the shares of
common stock present in person or represented by proxy at a meeting and entitled to vote is sufficient to authorize, affirm, ratify or consent to a
matter voted on by shareholders. Our bylaws provide that all questions submitted to shareholders will be decided by a plurality of the votes cast,
unless otherwise required by law, our certificate of incorporation, stock exchange requirements or any certificate of designation. The Oklahoma
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General Corporation Act requires the approval of the holders of a majority of the outstanding stock entitled to vote for certain extraordinary
corporate transactions, such as a merger, sale of substantially all assets, dissolution or amendment of the certificate of incorporation. Our
certificate of incorporation provides for a vote of the holders of two-thirds of the issued and outstanding stock having voting power, voting as a
single class, to amend, repeal or adopt any provision inconsistent with the provisions of the certificate of incorporation limiting director liability
and stock purchases by us, and providing for staggered terms of directors and indemnity for directors. The same vote is also required for
shareholders to amend, repeal or adopt any provision of our bylaws.
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Under Oklahoma law, shareholders may take actions without the holding of a meeting by written consent or consents signed by the holders of a
sufficient number of shares to approve the transaction had all of the outstanding shares of our capital stock entitled to vote thereon been present
at a meeting. If shareholder action is taken by written consent, the rules and regulations of the SEC require us to send each shareholder entitled
to vote on the matter, but whose consent was not solicited, an information statement containing information substantially similar to that which
would have been contained in a proxy statement.

Transfer Agent and Registrar

UMB Bank, N.A. is the transfer agent and registrar for our common stock and the Convertible Preferred Stock.
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PLAN OF DISTRIBUTION

Any of the securities being offered hereby may be sold in any one or more of the following ways from time to time:

� through agents;

� to or through underwriters;

� through dealers; or

� directly by us.

The distribution of the securities may be effected from time to time in one or more transactions at a fixed price or prices, which may be changed,
at market prices prevailing at the time of sale, at prices related to such prevailing market prices or at negotiated prices.

Offers to purchase securities may be solicited by agents designated by us from time to time. Any such agent involved in the offer or sale of the
securities in respect of which this prospectus is delivered will be named, and any commissions payable by us to such agent will be set forth, in
the applicable prospectus supplement. Unless otherwise indicated in such prospectus supplement, any such agent will be acting on a reasonable
best efforts basis for the period of its appointment. Any such agent may be deemed to be an underwriter, as that term is defined in the Securities
Act, of the securities so offered and sold.

If securities are sold by means of an underwritten offering, we will execute an underwriting agreement with an underwriter or underwriters at the
time an agreement for such sale is reached, and the names of the specific managing underwriter or underwriters, as well as any other
underwriters, the respective amounts underwritten and the terms of the transaction, including commissions, discounts and any other
compensation of the underwriters and dealers, if any, will be set forth in the applicable prospectus supplement which will be used by the
underwriters to make resales of the securities in respect of which this prospectus is being delivered to the public. If underwriters are utilized in
the sale of any securities in respect of which this prospectus is being delivered, such securities will be acquired by the underwriters for their own
account and may be resold from time to time in one or more transactions, including negotiated transactions, at fixed public offering prices or at
varying prices determined by the underwriters at the time of sale. Securities may be offered to the public either through underwriting syndicates
represented by managing underwriters or directly by one or more underwriters. If any underwriter or underwriters are utilized in the sale of
securities, unless otherwise indicated in the applicable prospectus supplement, the underwriting agreement will provide that the obligations of
the underwriters are subject to certain conditions precedent and that the underwriters with respect to a sale of such securities will be obligated to
purchase all such securities if any are purchased.

We may grant to the underwriters options to purchase additional securities, to cover over-allotments, if any, at the price at which securities are
first offered to the public (with additional underwriting commissions or discounts), as may be set forth in the prospectus supplement relating
thereto. If we grant any over-allotment option, the terms of such over-allotment option will be set forth in the prospectus supplement for such
securities.
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If a dealer is utilized in the sale of the securities in respect of which this prospectus is delivered, we will sell such securities to the dealer as
principal. The dealer may then resell such securities to the public at varying prices to be determined by such dealer at the time of resale. Any
such dealer may be deemed to be an underwriter, as such term is defined in the Securities Act, of the securities so offered and sold. The name of
the dealer and their terms of the transaction will be set forth in the prospectus supplement relating thereto.

Offers to purchase securities may be solicited directly by us and the sale thereof may be made by us directly to institutional investors or others,
who may be deemed to be underwriters within the meaning of the Securities Act with respect to any resale thereof. The terms of any such sales
will be described in the prospectus supplement relating thereto.
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If so indicated in the applicable prospectus supplement, we may authorize agents and underwriters to solicit offers by certain institutions to
purchase securities from us at the public offering price set forth in the applicable prospectus supplement pursuant to delayed delivery contracts
providing for payment and delivery on the date or dates stated in the applicable prospectus supplement. Such delayed delivery contracts will be
subject to only those conditions set forth in the applicable prospectus supplement. A commission indicated in the applicable prospectus
supplement will be paid to underwriters and agents soliciting purchases of securities pursuant to delayed delivery contracts accepted by us.

Agents, underwriters and dealers may be entitled under relevant agreements with us to indemnification by us against certain liabilities, including
liabilities under the Securities Act, or to contribution with respect to payments which such agents, underwriters and dealers may be required to
make in respect thereof.

Each series of securities will be a new issue and, other than our common stock, which is listed on The New York Stock Exchange, will have no
established trading market. We may elect to list any series of securities on an exchange, and in the case of common stock, on any additional
exchange, but, unless otherwise specified in the applicable prospectus supplement, we shall not be obligated to do so. No assurance can be given
as to the liquidity of the trading market for any of the securities.

Agents, underwriters and dealers may be customers of, engage in transactions with, or perform services for, us and our subsidiaries in the
ordinary course of business.
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LEGAL MATTERS

The validity of the debt securities offered by this prospectus will be passed upon for us by Vinson & Elkins L.L.P. The validity of the common
stock offered by this prospectus will be passed upon for us by Commercial Law Group, P.C. Legal counsel to any underwriters may pass upon
legal matters for such underwriters

Shannon T. Self, a shareholder in Commercial Law Group, P.C., is a director of Chesapeake, and he beneficially owns 35,576 shares of our
common stock.

EXPERTS

The consolidated financial statements of Chesapeake Energy Corporation, incorporated in this prospectus by reference to Chesapeake�s annual
report on Form 10-K for the year ended December 31, 2001, and the consolidated financial statements of Gothic Energy Corporation,
incorporated in this prospectus by reference to Chesapeake�s annual report on Form 10-K/A for the year ended December 31, 2000, have been so
incorporated in reliance on the report of PricewaterhouseCoopers LLP, independent accountants, given on the authority of said firm as experts in
auditing and accounting.

Estimates of the oil and gas reserves of Chesapeake Energy Corporation and related future net cash flows and the present values thereof,
included in Chesapeake�s annual report on Form 10-K for the year ended December 31, 2001, were based upon reserve reports prepared by
Williamson Petroleum Consultants, Inc., Ryder Scott Company, L.P. and Lee Keeling and Associates, Inc., independent petroleum engineers.
We have incorporated these estimates in reliance on the authority of each such firm as experts in such matters.
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